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CHAPTER TWO LETTER FROM THE CHAIRPERSON

In the past year, we have been tested by multiple challenges including
the accelerated changes worldwide, the impact of the COVID-19
pandemic and the downturn in the domestic economy. Guided by
national strategies and based on the development strategy of Yunnan
Province in becoming the leader of building China’s ecological
civilization and radiating to South Asia and Southeast Asia, Kunming
Dianchi Water Treatment Co., Ltd.
Water”) gave full play to its advantages in comprehensive ecological

(the “Company” or “Dianchi
environment services, focused on the business sectors of “public
utilities, environmental protection, and ecological construction”,
adopted innovative management measures, improved its management
capabilities, continuously strengthened the Company’s management
and control measures, continued to enhance its core competitiveness,
and actively developed a high-quality service brand, thereby
contributing to the high-quality and sustainable development of the

Company.

PERFORMANCE REVIEW

In 2022, the Board and senior management of the Company continued
to maintain its stability as the first priority, strived to improve overall
operational efficiency, adjusted business portfolio and strategy,
maintained stable development of core business, and ensured effective
In 2022, Dianchi Water recorded total
revenue of RMB2,065.9 million, representing a decrease of 10.9% over

risk prevention and control.

2021. The net profit attributable to the Shareholders was approximately
RMB322.3 million, representing a decrease of 4.7% over 2021, and
basic earnings per share was approximately RMB0.31.
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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, steadily
enhanced the main businesses of wastewater, running water and
reclaimed water, improved operational efficiency and helped reduce
costs and increase efficiency. In 2022, the wastewater treatment plants
operated by the Company processed 718.9 million cubic meters of
wastewater, representing a year-on-year increase of approximately
1.8%, and supplied 73.8 million cubic meters of water (including
running water and reclaimed water), representing a year-on-year
increase of approximately 3.2%. 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
98% of the designed capacity of wastewater treatment met the national
Class | Category A standard. In addition, after years of operation and
innovation, the Company has developed a series of unique 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 optimised its internal control
system, solidly strengthened the execution of the system, and utilised
the system to promote development, prevent risks and enhance
efficiency. It strengthened compliance management and risk control,
maintained its bottom line, enhanced risk awareness and improved
risk prevention and control capabilities. The Company continued to
improve its modern supervision system, gave full play to the functions
of each supervisory body, and implemented full life-cycle supervision
and management with focus on difficulties and problems in operation

and management, key areas, important positions and material matters.
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CHAPTERTWO LETTER FROM THE CHAIRPERSON

As for talent cultivation, the Company always attaches importance
to the cultivation of outstanding talents. By deepening the reform
of the performance management system, the Company clarified
the responsibility targets and key tasks, signed target responsibility
letters, established a mechanism linking remuneration and profitability,
and insisted on target-oriented and result-oriented management;
fully established a market-oriented operation mechanism for
effective promotion and demotion, staff recruitment and dismissal
and remuneration adjustment to stimulate the enthusiasm, initiative
and creativity of employees and continuously enhance the core
competitiveness of the Company, thereby providing strong
organisational support for high-quality development of the Company.

In respect of financial resources, the Company attached great
importance to cash flow management and adopted measures such as
resource support and focus on key accounts receivable to strengthen
management and control of payment collection, enhance capital
efficiency and strive to improve its cash flow position. In the future, the
Group will continue to expand its financing channels and accelerate the
revitalisation of under-performing assets in order to reduce financing
costs, improve its debt structure and diversify its financing channels.

PROSPECTS

In the future, the Company will continue to uphold the general keynote
of “maintaining and prioritising stability”, build a solid and “stable”
foundation, maintain strategic stability, consolidate the foundation of
development, maintain an aggressive attitude, unswervingly implement
the general strategy, objectives and requirements of innovation-driven
and high-quality development, 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.
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Meanwhile, the Company will seize the opportunities arising from
national policies and continue to deepen its efforts in the main
business of wastewater treatment. By enhancing the volume and
standard of wastewater treatment, strengthening energy saving and
consumption reduction measures, and actively exploring strategic
new businesses such as solid waste treatment and disposal and
continuing to promote high-quality integrated use of reclaimed
water, the Company will continue to develop its professional system
service capabilities in the water service sector and support China in
achieving its goals of pollution prevention and control, water resources
management and utilization, and energy saving and emission reduction
while and increasing the revenue and profit of the Company, thereby
creating greater value for its Shareholders.

Last but not least, on behalf of the Board of Directors, | would like
to express my sincere gratitude to the management and staff of the
Company for their hard work and outstanding contributions, and to all
Shareholders, investors, customers, partners and friends from various
sectors of the society for their long-term understanding, support,
trust and companionship to the Company. We are confident that we
will continue to deliver long-term stable performance in promoting
water pollution prevention and control and comprehensive watershed
management to reward our Shareholders and the society.

Zeng Feng
Chairperson
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“Articles of Association”

“Board” or “Board of Directors”

[Exg] Ec
“China” or “PRC”
[ E Ec

“Company” or “Issuer”

[ nR]] ek (31T Al Ec

“Director(s)”

[E %] Ec

“Controlling Shareholder”

[ B B 3R Ec

“Domestic Shares”

“Group’, “we’, “us” or “our” or
“our Group”

[ g2 8 ) s [ 1) &

*

For identification purpose only

* EHES
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the articles of association of the Company

iz

NN

el
>
o

the Board of Directors of the Company

KRAREEE

the People’s Republic of China

hEARHA

Kunming Dianchi Water Treatment Co., Ltd.* (E B E b /K B 1D B R 2 7)),
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

BHAMLKBERODERRAA  —KBEPBEEZEZN2010F12 238 £ F
HEMERIHOBROEAERAT UIXEFRE BEENSRMHEQF

director(s) of the Company

ZINUNESI ==

el

has the meaning ascribed thereto in the Listing Rules and refers to Kunming
Dianchi Investment Co. Ltd.* (& B JE b & & B R & £ 2 7l), a company
established in Yunnan Province, the PRC with limited liability on 13 October
2004

EELTHRAAMBEFZ2EE BEPBELRESREMT LA —K12004
FI0ORBEHERRZEZEEEXN YN AREERF

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

ARBAREAFPEREEAREIOTHERR APEIRR IR HE
MR ZZEEBAARERBILAR

the Company and its subsidiaries
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>
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“H Share”

[HA% ] il

“HK$” or “Hong Kong dollars” or
“HK dollars”

[l &

“Hong Kong Stock Exchange”
or “Stock Exchange”

[ 78 B X AT 2k [HE 2 AT EC

“Fanchang Dianchi Water”

(% SE K Ec

“Hongyu Thermal Power”

“Kunming SASAC”

[BEATEEZ] Ec

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

ARARBRATEREEARBE1.00THHEIILHTIINER  BAETRE R
BEEUREBBMIMA LT

Hong Kong dollars, the lawful currency of Hong Kong

EREEAEEEET

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

EEMAERIMARLDE  REBRXGRAEEMARRAANEE FAA

Fanchang Dianchi Water Treatment Co., Ltd.* (£ & % E /K& B R 2 7)),
a limited liability company incorporated in the PRC and a subsidiary directly
owned by the Company before completion of disposal

EEREMKBERAR RPBEIMKRLZAREERA  RIEE
ARAARREEEENNE QA

X

ol

Liuyang Hongyu Thermal Power Co., Ltd.* (B T ZFH EH R A 7), a
limited liability company incorporated in the PRC and a subsidiary directly
owned by the Company

BAETETRAEERAR RPBEAMKIZEREERR  BRARAE
EERNKE QA

the State-owned Assets Supervision and Administration Commission of the
Kunming People’s Government (E T ARBNEEEEEEERLZET),
a government agency that performs investor’s responsibilities, supervises and
manages the state-owned assets of the enterprises under the supervision of
the Kunming municipal government (excluding financial enterprises), shoulders
the responsibility of supervising the preservation and increment of the value of
the state-owned assets of the supervised enterprises, and is responsible for
drafting local regulations, rules and normative documents on the management
of the state-owned assets

ERATARBRFEAFEEEEEREZE S BB AERTREER
T EEEATRNEETEX(TERESRERINBEREE BERE
Br¥HEEEREEENEAREERESHBBEEETBNMAER
RERRBMEMTE
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“Kunming Dianchi Investment”

[BREMKE]

“KADI”

ERREZRKE

“Kunming Bus”
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“Xindu Investment”

[#h # 1% &

“Kunming Construction”

[ B ik ]

CHAPTER THREE DEFINITIONS

Kunming Dianchi Investment Co., Ltd.* (2 BHE & E B R & £ & 7)), a
company established in Yunnan Province, the PRC with limited liability on 13
October 2004, which is the Controlling Shareholder

EREAKREEREEDA  —RN2004F10A1BBEFEHERFE KL
MAERBEERA REBRKRR

Kunming Agricultural Development Investment Co., Ltd.* (& B9 & % % E &
& A R A A)), a limited 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

EREEERKEBRARF  —HKN2009F6 A29R T E MK A
REMEAR YTHEFRMEEZFHRA0%  IF LR FFAERNHEE
AL

Kunming Bus Group Co., Ltd.* (2 B A X & B B[R & £ & &), formerly known
as Kunming Bus Corporation, a wholly state-owned limited liability company
incorporated in China 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

ERRAZXEEAREELA AIBEAT AKX TELRA  —HKN1982
FIANMBERBEMR LN ERET AR YHERATHEZEERFK
95% FLEMARAUAPAERNBEEAL

Kunming Xindu Investment Co., Ltd.* (B B #7 #F & & & R 2 7)), a limited
liability company incorporated in the PRC on 27 May 2005, which is directly
owned as to 84% by Kunming SASAC, and is not a connected person as
defined in the Listing Rules

ERMBIREBR DA —RN2005F5A27BEHRBEFMEAIHOERE
ERAR HEBTEEZEEFRN8A% FLTRANTAMEENEEA
+

Kunming Municipal Urban Construction Investment & Development Co., Ltd.*

EPmHERERZBRE TR, 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

ERTHEREREAREEAR > —KMN1997 65 5158 £ 7 B 7 A&

YZEREMERAR HEATHEZEZRFKRLNG4A%  IF LW R HHME
ENBEEAL
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CHAPTER THREE DEFINITIONS
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“Kunming DIG” Kunming Development Investment Group Co., Ltd.* (EBHERIEEEB AR
2~ |]), a wholly-state-owned company with limited liability incorporated in the
PRC on 27 January 2010, which is wholly owned by Kunming SASAC, held
20,959,760 Domestic Shares of the Company as at the Latest Practicable
Date, representing 2.04% of the total share capital of the Company, and is not
a connected person as defined in the Listing Rules

ERERKRESEH] | ERZRREEEERRAF > —KMN2010F1 827 B £ 5 Bl 7 a3z &y B
EBEEERAMCERA YHEATHEZH A100%EE R&E&EATAH
H 45 B A 2 520,959,760 i A E M - 15 A QR AR AE2.04% 0 I LR A
TREEMBEEAL

“Kunming Dianchi Logistics” Kunming Dianchi Logistics Co. Ltd.* (& B &b ¥ 7% B IR & £ 2 §), a limited
liability company incorporated in the PRC and a subsidiary directly owned by
the Company

[BEE YR Ec EREMLYRBEREERAR RPEEMAILZBEREERR  BEARF
HEBERENME QA

“Latest Practicable Date 18 April 2023, being the latest practicable date for the inclusion of certain

information and data in this annual report prior to its publication

[& %717 B 81 | 20234 A18H I AFRNDANEFRAETERREBENRKEAIT
H &

“Listing” Listing of the H Shares on the Hong Kong Stock Exchange

[ ] | HIRR BB LT

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

[EWHRBI S [EE ETRA Ec| EREBRMES ETRBNETRER - fas ARy &)

“Non-competition Agreement” the non-competition agreement entered into between the Controlling

Shareholder and the Company dated 25 April 2016

=
7t
N

[ %2 [F) 25 3% 5 19 o EC R IARRFGTZH HHR20165F4 425 H 6yl % [ X5 F &
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“Prospectus”

(805 3 A &

“Reporting Period”

[35 & 4

“RMB” or “Renminbi”

AR

“Shareholder(s)”

MR 3R )

CHAPTER THREE DEFINITIONS

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

BEHR2017TF3IAUBAHER L RAEE LHRNB XM ET AR R A
k=12

the year of 2022 (1 January 2022 to 31 December 2022)
20224 (202241 A1H E20229F12A318)

the lawful currency of the PRC

PEDEEEE

holder(s) of the shares of the Company

ARARBRDFARA

RRAHEBKERMERLF 2022 FEHRE

13



CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
EMNE KHNHEAR

“BOO” 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

[BOOJ | BR-AE-—&KY —EHARX BA-FREEFAERE RFT BRIITK
BRESMAKRE FRARCHZCERE ZCXEFRESTHHNESESR
R ERNTHE ZCERBHEERNMAITUNSTEEEHRIE
FIEEEREMN S KEARKEDMBRBE NEEERE &8 REEK
R E IS & B B

“BOT” 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

[BOT] & BER-KLE-BX —RBEAERX Bt BRECEEBNILNFIESE
EiHE BARE-—FREERBTHRAAESKEBERHKREONRE -
mEFBR EERGE ZOER NI BB MED E RS KK
WHRGEAKDEKRE  EEREEKAL G SRR HK - MERFH
fl JE i 12 - 48 8 2% it 1§ A% 8 X O AT

“BT” 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

BT | EREkBRZ —BEERA —REERMAAAEXEREORE R
ARER HHERAERERERTKBHMAE AN

“CAGR” compound annual growth rate, which is the annual growth rate over a specified
period of time longer than one year
[EaeFHERE] | HEFEREXEAEBB -—FHNEERHANFEERE
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“COD”

[coD] i<

“pre-trial operation”

[ ETH B ¥
“TOO”
[TOO] &

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
EFNE KRWNAR

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)
tEFEa2 KRAREATHEEBKEEMERNELLHHEENENE SR
B UE2R/FART - BREMBELENTE 25 &% =(LLCODER
R+ X 18 /3 CODmn) M & & B 7 7% (LA CODcer %k 7R )

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
PEBARBEER M BREZRIEMOTRIRER HE}E”Z%%##/H (2
T§[2011]1HF)%EEE@IEE§§: BEN-—EBER EUHHIREEREERE
BIRARTCE—SPHE UEIEEERHERREE

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

BR-E-—KE —EBEARL B CENBRNFBECEKNITKE
B KRG UREHAPEAEEMEAORENEE - EFFHE
ZEEARBEEABRNATISARLERBERMHEEE REN T KK
BRKWERARTS & - LAM B & E - &8 4RI EE & IR B3R
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

EFNE KRWHAR

“TOT”

[TOT] EC

“utilisation rate”
[F] A =% | &

“wastewater treatment”

[75 7K BE 22 | |

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

BR-gE-Bx —RBEARA B BRCERBRFILOBHFLE
EHE BASERERNN S KEEBRHE KR EERTHBONERKCER
HEATCE -ERNTHE ZCETRAEEE BB M5 KE A RAKKER
RIEE ARBIERE EEREEXRNY NG ESERL R  MESTHARE
fEm& - ERERESEEREEEBA

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

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

REFRKEINHAXE -—KBIXBRERNKEEZER HEKAYE 2
REMEREZERFKPFRSTEDIB 2D ARESYE
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CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
RERMBEHEE

The following table sets out our key operating and financial data for the

FHE

TEREINMTHEIBEMARMNIELERYH

periods or as of the dates indicated: g -
SUMMARY OF OPERATING DATA REBEBE
As at 31 December
®12A31H
2022 2021 2020 2019 2018
2022 £ 20214 2020 & 20194 2018 ¢
Capacity ('000 m® per day) Eg(FUEKH)
Wastewater treatment 75K R 1B 2,031 2,043 1,970 1,830 1,827
Reclaimed water supply BAEKHRE 237 233 213 52 52
Running water supply B 2R K ft g 131 131 131 116 116
For the year ended 31 December
HEZE12AMHLEE
2022 2021 2020 2019 2018
2022 £ 20214 2020 F 20194 2018 FF
Volume EB(FULKS
('000 m? per period indicated) BT B )
Wastewater treatment 55 K BRI 718,924 706,078 657,499 622,842 616,844
Reclaimed water supply BAEKEE 56,588 54,422 31,177 11,736 8,825
Running water supply B Rt fE 17,231 17,116 14,863 14,801 12,957
For the year ended 31 December
BE12A3MBLLEE
2022 2021 2020 2019 2018
2022 20214 2020 F 2019 4F 2018 F
Utilisation Rate FAE
Wastewater treatment 55 K BR IB 97.4% 96.3% 92.0% 93.7% 92.9%
Reclaimed water supply BAEKHE 65.5% 64.0% 53.4% 61.8% 46.5%
Running water supply B 2RK gt g 36.5% 35.8% 31.9% 35.0% 30.6%

RRAHEBKERMERLF 2022 FEHRE
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CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
FHLE RERUBERBE

SUMMARY OF OPERATING RESULTS BY SEGMENT

Wastewater treatment
— Revenue
— Gross profit
— Gross profit margin

Water supply
— Revenue
— Gross profit
— Gross profit margin

Others
— Revenue
— Gross profit
— Gross profit margin

TkER
A
—E 7
—EF =

X it 4
A
—E 7
—ERE

21
— A
~E
ik

2022

2022 %
RMB’000
ARETFT

1,298,089
627,062
48.3%

101,234
40,997
40.5%

666,540
189,212
28.4%

ITHEEXREABRE

For the year ended 31 December
BE12A3MBLEE

2021
20214
RMB’000
AREF T

1,370,283
610,365
44.5%

191,634
49,812
26.0%

755,921
64,605
8.5%

2020

2020 %
RMB’000
ARBTFT

1,276,466
558,256
43.7%

260,986
53,420
20.5%

381,971
67,501
17.7%

2019
20194
RMB’000
ABREFT

1,213,810
514,145
42.4%

304,857
57,622
18.9%

314,875
66,157
21.0%

2018
20184
RMB’000
ARBTF T

1,159,075
480,070
41.4%

115,254
8,372
7.3%

155,458
40,592
26.1%
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CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
$L1E BERMBENME

SUMMARY OF CONSOLIDATED STATEMENTS OF &H 2 EW¥WHZEXBME
COMPREHENSIVE INCOME

Year ended 31 December
HZEZ12A3MALEE
2022 2021 2020 2019 2018
2022 fF 20214 2020 F 2019 4F 2018 F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AREFT AREFT ARKTFT

Revenue [N 2,065,863 2,317,738 1,919,423 1,833,542 1,429,787
Operating profit & e F s 678,302 528,368 429,524 569,692 469,723
Profit before tax oA #) 367,465 396,693 415,481 438,150 415,221
Income tax expense e ER (43,330)  (57,142)  (65,053)  (68,072)  (65.494)
Profit for the year FENE 324,135 339,551 350,428 370,078 349,727
Other comprehensive (loss)/ Hiv 2@ (BEE),

income i 35 (1,049) (1,219) 13,290 871 3,282
Total comprehensive income EEZEWNEARE

for the year 323,086 338,332 363,718 370,949 353,009

SUMMARY OF CONSOLIDATED BALANCE SHEET EHEEABERME

As at 31 December

W12A31H
2022 2021 2020 2019 2018
2022 20214 2020 % 20194 2018 &

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTFT ARETT ARETT ARETT AR¥ETT

Assets &E
Total assets BERT 11,702,204 12,067,938 10,496,492 9,576,255 7,442,063
Liabilities & &
Total liabilities BERTE 7,044,613 7,632,127 6,224,065 5,481,834 3,541,142
Equity W
Total equity Rk 4,657,591 4,435,811 4,272,427 4,004,421 3,900,921
Total equity and liabilities BEEhaEBEEHE 11,702,204 12,067,938 10,496,492 9,576,255 7,442,063

RRAHEMBKERMPERLA 2022 FEFHE 19



20

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P 7. S - -

BINE

EEEBSWmESH

A. OPERATING ENVIRONMENT

In 2022, the geopolitical situation was turbulent. The downside risks
of the world economy were increasing. The domestic economy was
repeatedly impacted by multiple unexpected factors such as frequent
outbreaks of epidemics and extremely high temperature weather. The
complexity, severity and uncertainty of development environment were
on the rise. On the whole, however, the economy of the PRC overcame
difficulties and made steady and long-term progress in a stable
manner, demonstrating strong resilience and dynamism. The pace of
steady progress was solid and powerful.

The year of 2022 was a crucial year for the implementation of the
“14th Five-Year Plan” and for intensifying the battle against pollution.
The report of the 20th National Congress of the Communist Party of
the PRC proposed that it is necessary to firmly establish and practise
the concept that green water and green mountains are mountains
of gold and silver, further promoting the prevention and control of
environmental pollution and continuing to fight the battle to defend
blue sky, clear water and pure land. During the “14th Five-Year Plan”
period, there is still room for development of the wastewater treatment
industry, to which the Company’s principal business belong, with
the continuous release of demand from the rising urbanisation rate,
quality and efficiency improvement of wastewater, and load control of
wastewater treatment plants. In the future, the water and environmental
protection industry will develop in a high-quality direction of refinement,
wisdom, resourcefulness, low carbon, ecology and socialisation.

1. Overview of Wastewater Treatment Industry

Since the “14th Five-Year Plan”, the country has paid great attention to
the healthy development of the wastewater treatment industry. In order
to continue to fight the tough battle of pollution prevention and control,
and achieve green development and dual carbon goals, in 2022, the
PRC successively issued the “Guiding Opinions on Accelerating the
Construction of Urban Environmental Infrastructure” ({ B8 7 o0 = #
EWBERREARIERZENIEEE R)), the “14th Five-Year Plan
for Comprehensive Management of Water Environment in Key River
Basins™ ({[ + U f ] = 2 K 8 K IR % 42 & A 2 /R 81 )) and other
documents, which proposed higher quality development requirements
for the collection and treatment targets, pipeline network renovation
requirements and the expansion and renovation of wastewater
treatment facilities of the wastewater treatment industry in the
future. With the continuous implementation of relevant policies, local
governments will also continue to increase the investment of resources
in the wastewater treatment industry.

A. BEREB

025 MBERERBHE IR EREETT
WEBRMA BASEIINEZBEHEZE Bins

BAREZEBRRARNZNORETE  BERRE
MEMRME BRRIE THEMLA-BREABXRE
TREHRBERE  TRBUE BREHBRKXYUEN
BN RPRENTRKEER S -

2022 RHEEEMITEOAEIRE - RAITHF [
MraRBENBRRZF - EN - TARSRH
’\’Et?lﬁiﬂﬁﬁﬁikaﬁm?f%%u.lfiu.lﬁ’\]ﬁ

FABERBESENA FERATHEXR
E7J<~/$i1%1s]$)‘c°f+ﬂﬁjﬁqﬁﬁ'Ebﬂiﬁﬁfb%k
FHoOsKIEEEY  SKERKRE/FEEHFEKX
MEEBENT ARATEMBN S KERITE
MEERZMR RKAFKBRETEREAZHAL
BEE BRI B £ HELHNSE
ETmER-

1. SRKEEBTEMRR

W+E£MM@H*éFﬁEﬁ*EEﬁ¥%
REZR REFEETTSANCHRE BER&E
%Fﬂ%%@ﬁ&wﬁil%%éﬁﬁﬂﬁﬁ
IRHEENERRENREESNEEER) [+
WA ERREKEBERGEEAEREDEH A
BXHEHARSKEBTENEEREER &8

HEER BRKEERBETRETFRETES
BEMERER-BEEZHABABRROSERE it

Bt REENE S KEBTENEREZA -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Moreover, the water market has entered an era of professional
operation. The focus of business has changed from rebuilding facilities
to improving quality and efficiency and sustainable development.
The operation and maintenance of wastewater networks, wastewater
collection rates, pollutant reduction rates and recycled water utilisation,
etc. are increasingly important, and promoting green and sustainable
development of the industry becomes the direction of future
development.

2. Overview of Reclaimed Water Industry

In recent years, the PRC has actively promoted the resourceful use of
wastewater, however, the construction of wastewater resourceful use
facilities has lagged behind and the pattern of water supply according
to demand and quality has yet to be formed. In January 2022, the PRC
issued the “Guiding Opinions on Accelerating the Construction of Urban
Environmental Infrastructure™ (B8 5 A0 R #E 3 S IR IR L 2 32 1
% K 5= ZE R )) which proposed that by 2025, new construction,
reconstruction and expansion of reclaimed water capacity will not
be less than 15 million cubic metres per day. Meanwhile, under the
“Guiding Opinions on Promoting the Resourceful Use of Wastewater™
(KERHELESKERAHNAEZZ R))and its “1+N” policy
system, reclaimed water will be gradually incorporated into the urban
water supply system and integrated into the unified allocation of water
resources which will be gradually promoted in the fields of industrial
production, municipal miscellaneous use and ecological environment,
etc. It is expected that, during the “14th Five-Year Plan” period, the

P Y S -

BINE

EHEBFmRETWN

BEOh KB TIHEATZEMCELRER EHBELA
ERREELNRELEANAFERRER ¥
AEMESR SR ER FEWEIRE  FBAEK
MNASRAOBRBEINER HITEKEARF
BRERBMARKRBERNA M -

2. BEKITERR

EER - BREGELESKERLELNA  BEEFK
BRIEFNAREERER BRERERFEHRK 2
BHHKWER 202291 7 - Bl R 2 mCR 5 h0 i
EREREERREREROELGE R)IEH E2025
FEHZ HEMEEZBLEKENTLN1,5008
SR R ZECHE R RS K E R A A
WESERIURET+NIBEREBR T  BEKE
BEMABTHRKER EAKBERGE-—EE &
ITX4E THRHER LRRESREERTHE-
Bt AI#SE PRBEKFNAHSSIE
RER -BEKBORE 2R ELHEMERE
EREXRBRENNTHER -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

EARE BEEEFAWESH
3. Overview of Municipal Water Supply Industry

In recent years, with the implementation of the national rural
revitalization strategy and the increase in urbanization rate, the
municipal water supply industry has maintained a steady development
trend.

In the future, with the in-depth implementation of the “Urban Water
Supply Price Management Measures”™ ({3 $8 {t 7K B 18 & 12 ¥15%))
and “Urban Water Supply Pricing and Cost Monitoring Measures”™
(¥ B 7K F B BK A 25 38 37 5% )) and other policies, they will have
a positive impact on in clearing fees and smoothing prices for water
supply enterprises and achieving sustainable development. The
accelerating urbanisation of the PRC and the continuous advancement
of the development strategy of urban-rural water supply integration will
be an inexhaustible impetus for the sustainable development of the
industry which will also put forward higher requirements for high-quality
development of the water industry.

4. Impact of the COVID-19 Pandemic

The outbreak of COVID-19 that has been spreading around the
world since 2020 has caused extensive impact on the health and
economy of the world. Facing the challenges from the pandemic, the
Group prioritised to guarantee that, during the pandemic, the quality
of wastewater treatment, reclaimed water and running water supply
fulfilled relevant standards, while ensuring the safety and health of
the employees. During the Reporting Period, all wastewater treatment
plants, reclaimed water supply facilities and running water supply
facilities of the Company maintained normal operation, and wastewater
treatment volume increased steadily as compared to the same period
of previous year. During the Reporting Period, the COVID-19 pandemic
did not cause any material and adverse impact on the Group’s

production and operation oy

3. Bk AT R R

T 2R BE B R4 R IR BB A0 G N SR AL
TR TREKTERETRTEENER

ab
RR 55 °

ROK - BB ECH R R OK B 18 B B IOE)FCOR B H X
EERAEFERZERRNRAT  HHKD
XEEIRE BRUSEFRTREGENER -
B T (b A AR RO A0 R MR BB K — BB L B R B
BN EE BRRTERBEERENTBH N A
REUTENREBERELERENR -
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2200 25T BEABELEEREL Kt ARG
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

As the main business of the Company is water treatment, revenue is
mainly generated from the local governments. To combat the pandemic
with unremitting effort, the fiscal expenditures of the local governments
are prioritised for pandemic prevention and the “Six Stability and Six
Guarantees”, which may have an impact on the timing of settlement
of receivables from local government. At the end of 2022, the Chinese
government optimized and adjusted the epidemic prevention and
control measures, and the Chinese economy was also accelerating
its recovery. Meanwhile, the Company has also set up a dedicated
receivables management leading team to formulate collection plans for
each of the Company’s receivables which intensifies collection efforts.
As such, we are of the view that the pandemic of COVID-19 will not
have a significant and adverse impact on the Company’s cash flow,
production and operation.

B. DEVELOPMENT STRATEGY AND PROSPECTS

Looking ahead to 2023, although the external environment is
complicated and severe, the PRC’s economy has strong resilience
with sufficient potential and wide room for manoeuvre. Long-term and
positive fundamentals remain unchanged. As the epidemic prevention
and control has entered a new stage, the order of production and
life will be restored at an accelerated pace and the endogenous
momentum of economic growth will continue to accumulate and
strengthen. In 2023, China’s economic performance is expected to
recover in general.

YN =
MENT €0 . kTP i

P 7. o S - -~

w7V E

BB B A R A A

ARREEEBHABFKER  BAXTERRENH
FHRB-BTE2INEBEEBE HAIRNTBTRES
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BIARAEM T BN RIBLEERRR - 20224 K -
FPREBREEZEREEBET TELAE 7 H
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KHRBEEEBIHRAEAE DA RABEKREZE
FIRT KA B MRKERAE - ER K BMRAE
TEEBTEHARANBESRNEELE ER
BATAFTE-
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, S
B I/NE

EHEEBFmRETWN

The year of 2023 is the inaugural year for the full implementation of
the spirit of the 20th National Congress of the Communist Party of the
PRC. Guided by the “National Development Plan for the Resource
Utilization of Urban Wastewater Treatment Agents in the 14th
Five-Year Plan™ (+ W T3 5 KRB A &R A B & &R &) and
the “14th Five-Year Plan for the Development of the Environmental
Protection Industry™ (- [0 F 3% {R & % %t /& #7 £l) in Yunnan Province,
etc., the Company adheres to the development philosophy of “unitary
domination with diversified development”, upholds the general working
keynote of “stability as the first priority” and is committed to enhancing
its comprehensive ecological and environmental management
capabilities. In the future, the Company will continue to cultivate its
main wastewater treatment business, actively explore solid waste
treatment and disposal, continue to develop new strategic businesses
such as comprehensive use of high-quality reclaimed water, distribute
photovoltaic power generation and continue to build up its professional
system service capability in the water industry. We will focus on
stabilising operations, improving performance, grasping projects,
expanding financing, promoting reform, strengthening the team,
consolidating inventories, increasing the volume, and coordinating
sustainable development of the Company. On the one hand, we will
maintain a steady improvement in core business operations, optimise
and improve corporate governance and risk management mechanisms,
revitalise existing assets, broaden financing channels and steadily
promote the Company’s various operation and management; and, on
the other hand, guided by national strategies and market demands, we
will strengthen and optimize main business, seize new opportunities
in market development and achieve high-quality development of the
Company.

C. BUSINESS REVIEW

We principally adopt the TOO, TOT and BOT project models, with a
focus on the TOO model. For the year ended 31 December 2022, our
TOO projects contributed to 44.1% of our total revenue. Our TOT and
BOT projects contributed to 25.2% of our total revenue. We also adopt
the BOO and BT project models for some of our projects.

20235 RE2MEBMEEEN T RBHNHEBZ
FoEBER [+ M A WESKERE &R F A
BRAE EMATHNERREEZERAEIZE
EHEAENES T A2ABFE—TAET  H
BETINEEES RREIBTER -BFTE L
WIEBRER BARRAEEREZRSAERE
NeXRK RABIBHEEHSKERETE BEF
REFERERE BEHESREBEEKEET
RESBMEL BETEARKBEEARZEER
GREEN BREBEE - REK MIEE et
E-RHE- - BBKA HEFE BAKE HS

HECEAKBEER - —TH RERLEBKEE
KERBSRD BExEARGEREREE#
B BEFELAE MRARBMEARE BIHEELAR
RAIBREKLEERTHF Z—TE WBEREBRIE
Sl UAmEERRER BEBEZE EETS
BRIEE

ERRASEEER-

C. EBOE
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

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 project types.
As of 31 December 2022, we had a total of 48 plants (40 wastewater
treatment plants and 8 running water plants) under concession
agreements, of which 47 plants were in operation and 1 plant was
under construction. Among the 47 plants in operation, 14 were TOO
projects, 21 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 2022, the
total volume of wastewater treated was approximately 718.9 million m?
with an average facility utilisation rate of approximately 97%.

Wastewater Treatment Projects

As of 31 December 2022, we had a total of 40 wastewater treatment
plants in operation (including 14 in Kunming and 26 in other areas of
the PRC), with a total wastewater treatment capacity of 2.03 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 provide high quality wastewater treatment
services. The Company’s wastewater treatment plants in operation
adopt a variety of processes such as oxidation ditch, A2/0, 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.

In addition, we provided operation management services to 25 facilities
under entrustment with a designed total wastewater treatment capacity
of approximately 0.48 million m® per day. We have been entrusted to
operate and manage rural domestic sewage collection and treatment
facilities in 886 villages, covering 19 towns.

P Y S -

BINE

EHEBFmRETWN

HRTOORTOTHER  HMUHZEE RS i BT
BERAIMNFHLCLEE - WHRBOTERRN  HE
OB RMPATRE BRIREE -EHESH
CEEERE RAREBEEER A B RTE
BHMBTCEERE AR EEREE BT -
HE2022F 128318 H £ H480 577 & & K
Hﬁ(émﬁﬁ;wkﬁ'sfﬁéﬁﬁmrﬁ)'EIEF47FEﬁ7J<Jﬁ?i
ERAELE 1HGER RATHEHEEBELNKERE
Bt 14F ATOOEE - 21 ATOTIER 10/ A
BOTIE R %2R ABOOIE R -

REBEBRA BANRBEMNABERET &S MK
$°@§2022¢12ﬂ315¢$ﬁ ERKEBERE
MBRTIBIBEI L K FHREBMNBEHRIT% -

BkEEIEE

HE2022F12A318 - KM B L B0/ 5 KE 2
MERABEL(HDERHE1478 HimE26/) @ B
,ﬁ@ﬁﬂw@@%ﬁtzoaﬁ%iﬁ%o%%‘é&ﬁﬁf‘a

EI’J HBIMENENRRINERET &K
MM RENKRE  BEEEE 25 KER
EW( ARBIEELSKBREZBIEER 0
4,1t 7& - A2/0 - ICEAS  MBR - CAST » SBRZ I #
PR OUEMEAEAMELERLCREARMERE
BKERMARLERSKERBITENZLBESE D -

o BRI EELEEREN TR METE
%@'E%ﬁaﬁ*ﬁﬁmﬁ%ﬁ&%ﬁ%ﬁﬁ
Ko RMIZTETKRERE 7886 N RN AETE
EKWERIERE BE19ESHE -

EREMKBRHERARA 2022 FERE

EA

25



26

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, L S -
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Reclaimed Water Business

For our reclaimed water business, as of 31 December 2022, we had 12
of our wastewater treatment plants producing reclaimed water, with a
total designed daily production capacity of 237,000 m®. 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 56.588 million m®.

During the Reporting Period, our reclaimed water supply maintained
a stable growth. 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 2022, we had
7 running water plants in the PRC, and 1 running water plant under
construction. During the Reporting Period, the supply of running water
amounted to 17.231 million m®, and the quality of water supplied
met the requirements of the “Standards for Drinking Water Quality
GB5749-2022" ({4 & 8 F3 7K i 4 12 % GB5749-2022)).

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.

BEKES

BAEKEBHI®E B ZE2022F128318 HZMA
NRESKEEREEBEK BRRTERE
WIBUFKR - BMHNBEKEFPEEERTH
TRAXEHE CFESEMNT-REMR - BEKEHE
E & 55,658.88 37 /5 K o

BEHRRN RANBEKBKERETRIER-
ARRAE2BEZEAMEEESKEER ERR
MBEKEBRECEWNBERRATER R
MEREBEZELTNBRRRTSEHFER £8
HEBEKREBNER-

B R KX

BRKEB AT B E2022F128318 M #E
FREATEERKBERALE G188 KKE
TE-REBANBRKBEEZ B1,72318 L H K -
oK K E B & ACEE KA K& £ 12 2EGB5749-
2022)F 3k o

D. TEEK

AEEEBRNELRARIEREATENTER
MOKEREZRREMAARDE M,

2022 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

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 raise in our global offering, bank loans,
corporate bonds and other means to finance. For the year ended
31 December 2022, our total interest-bearing liabilities amounted
to RMB5,869.1 million, representing a decrease of 8.4% from
RMB6,405.9 million in 2021. As of 31 December 2022, our net gearing
ratio, calculated as net debt divided by total capital, was 54.4%.

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

P2, L S -

BHINE

EEEBRWRESTN

Requirements of water quality standards

Our wastewater treatment, reclaimed water supply and running water
supply facilities are built to treat wastewater and raw water to specified
quality standards. The quality of our treated wastewater and supplied
reclaimed and running water depends on the level of pollution of the
inflow of wastewater into our facilities and normal operation of our
facilities. We are subject to risks of unknown or undiscovered inflow
of wastewater into our equipment that exceeds our treatment capacity
or defects or compatibility problems with our equipment. We cannot
assure that we will always be able to timely discover and repair
malfunctioning equipment or any other problems with our treatment
process or facilities. In such circumstances, our facilities may not be
able to treat wastewater or raw water in compliance with the relevant
regulatory and contractual standards, which could result in us being
subject to claims from our customers or governmental penalties, and
could lead to the suspension of our operations pending rectification
as well as reputational damage. In addition, the incoming wastewater
or raw water to be treated by our facilities may contain pollutants
exceeding the types and quantity of pollutants that we contemplated
during the design and construction of the facilities which will adversely
affect our operating costs, deterioration of our facilities and effluent
quality.

Force majeure events

Any future occurrence of force majeure events, natural disasters or
outbreaks of pandemics may restrict business in the areas affected
and adversely affect our business and results of operations. These
risks include damage to facilities, equipment and structures caused
by natural disasters such as heavy rainfall, extremely high or low
temperatures and lightning strikes, resulting in interruption of
production operation and damage to facilities and equipment. The
Company has formulated contingency plans to respond to unexpected
force majeure events and conducts emergency drills in daily operation
to enhance the ability of the Company and its employees to respond
to such events, and procures relevant materials and conducts safety
inspections before the onset of the rainy season in places where it
operates to reduce the impact of such force majeure events on the

Company.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

E. FINANCIAL REVIEW

1. Consolidated Results of Operations

Our revenue decreased by RMB251.8 million, or 10.9%, to
RMB2,065.9 million for the year ended 31 December 2022, from
RMB2,317.7 million for the year ended 31 December 2021. Gross
profits increased by RMB132.5 million, or 18.3%, to RMB857.3 million
for the year ended 31 December 2022, from RMB724.8 million for the
year ended 31 December 2021. During the Reporting Period, revenue
from wastewater treatment services, reclaimed water and running
water supply and other segments accounted for 63%, 5% and 32% of
the total revenue, respectively.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
EARE EEESRESH

The following discussion addresses the principal trends that have T Xl R BEHFERMELEEENTZ B -
affected our results of operations during the Reporting Period. The TR AR EB B MO A L L 4L
following table sets out our consolidated results of operations for the

periods indicated:

For the year ended 31 December
HE12AMHALEE

2022 2021
2022 & 2021
RMB’000 RMB’000
AR¥FT AREFT

Revenue N 2,065,863 2,317,738
Cost of sales B K A (1,208,592) (1,592,956)
Gross profit EF 857,271 724,782
Selling expenses HEER (4,339) (13,705)
Administrative expenses THEA (121,307) (140,477)
Research and development expenses mEEA (542) (7,299)
Impairment loss on investment in an associate BERERERXE (5,576) =
Net impairment losses on financial assets SRMEERBERBXFSR (114,486) (59,593)
Other income — net H b Uy 257 58 68,171 28,025
Other losses HmEE (890) (3,365)
Operating profit P 678,302 528,368
Finance income 8 15 A 39,338 83,705
Finance costs B 7 A AN (349,484) (213,652)
Finance costs — net B 75 B AN —F B8 (310,146) (129,947)
Share of results of associates e NRIEERRDE (691) (1,728)
Profit before tax a0 FE 367,465 396,693
Income tax Frig st (43,330) (57,142)
Profit for the year FEME 324,135 339,551
Other comprehensive income H 2| s (1,049) (1,219)
Total comprehensive income for the year EETEWREAR 323,086 338,332
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

a. Revenue

Our revenue decreased by RMB251.8 million, or 10.9%, to RMB2,065.9
million for the year ended 31 December 2022 from RMB2,317.7 million
for the year ended 31 December 2021, primarily due to:

. Our revenue from wastewater treatment business decreased
by RMB72.2 million or 5.3% from RMB1,370.3 million for the
year ended 31 December 2021 to RMB1,298.1 million for
the year ended 31 December 2022. In particular, wastewater
treatment operating income increased by RMB49.4 million;
the construction income decreased by approximately
RMB96.1 million, which was mainly due to the decrease in
new wastewater treatment construction projects in 2022,
and decrease in investment in existing projects as compared
to 2021 as such projects gradually entered the final stage
of construction; and the decrease in finance income of
approximately RMB25.5 million.

. Our revenue from water supply segment decreased by
RMB90.3 million or 47.2% from RMB191.5 million for the year
ended 31 December 2021 to RMB101.2 million for the year
ended 31 December 2022. In particular, water supply operating
income decreased by approximately RMB9.9 million, which
was mainly due to the decrease in water supply income due
to the change in structure of water supply operation services;
the construction income decreased by approximately RMB78.8
million, which was mainly due to the decrease in new reclaimed
water supply and fresh water supply construction projects
in 2022, and decrease in investment in existing projects as
compared to 2021 as such projects gradually entered the final
stage of construction; and the decrease in finance income of
approximately RMB1.6 million.

. Our revenue from other segments decreased by RMB89.4
million or 11.8% from RMB755.9 million for the year ended 31
December 2021 to RMB666.5 million for the year ended 31
December 2022. The management service income increased
by approximately RMB55.6 million resulting from the increase
in water treatment volume of entrusted management business
provided by the Company in 2022; the construction income
decreased by approximately RMB181.1 million resulting from
the decrease in investment in existing projects such as the
Kunming Domestic Waste Sanitary Landfill Construction Project
as compared to 2021. The gas and thermal supply increased
during the year, resulting in an increase of approximately
RMB10.5 million in relevant income.

EARE EEESRESH
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

FRE BEEEGWESW
b. Cost of sales

Our cost of sales decreased by RMB384.4 million, or 24.1%, to
RMB1,208.6 million for the year ended 31 December 2022, from
RMB1,593.0 million for the year ended 31 December 2021. Details are
as follows:

. Our cost of sales for wastewater treatment segment decreased
by RMB88.9 million, or 11.7%, to RMB671.0 million for the
year ended 31 December 2022, from RMB759.9 million for the
year ended 31 December 2021, which was mainly due to the
decrease in cost of wastewater treatment operation services of
RMB72.3 million during the Reporting Period.

. Our cost of sales for water supply segment decreased by
RMB81.5 million, or 57.5%, to RMB60.2 million for the year
ended 31 December 2022, from RMB141.7 million for the
year ended 31 December 2021, which was mainly due to
the decrease in construction cost of approximately RMB71.6
million resulting from the decrease in new water supply
construction projects during the Reporting Period and decrease
in investment in existing projects as compared to 2021.

. Our cost of sales for other segments decreased by RMB214.0
million, or 31.0%, to RMB477.3 million for the year ended 31
December 2022, from RMB691.3 million for the year ended 31
December 2021. In particular, the entrusted management costs
decreased by approximately RMB44.5 million; the construction
cost decreased by approximately RMB168.3 million resulting
from the decrease in investment in existing projects such as
the Kunming Domestic Waste Sanitary Landfill Construction
Project as compared to 2021. In addition, the cost of gas and
power supply increased by approximately RMB27.3 million.

c. Gross margin

Our gross profit increased by RMB132.5 million, or 18.3%, to
RMB857.3 million for the year ended 31 December 2022, from
RMB724.8 million for the year ended 31 December 2021, which was
mainly due to the increase in gross profit from wastewater treatment
segment of RMB16.7 million, decrease in gross profit from water
supply segment of RMB8.8 million and increase in gross profit from
other segments of RMB124.6 million.

Our gross margin increased by 10.2% from 31.3% for the year ended
31 December 2021 to 41.5% for the year ended 31 December 2022,
which was mainly due to the significant increase in gross margin of
water supply segment and other segments as compared to 2021.
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Our gross profit from wastewater treatment segment increased
by RMB16.7 million, or 2.7%, to RMB627.1 million for the year
ended 31 December 2022, from RMB610.4 million for the
year ended 31 December 2021. Our segment gross margin
increased by 3.8% from 44.5% for the year ended 31 December
2021 to 48.3% for the year ended 31 December 2022.

Our gross profit from water supply segment decreased by
RMB8.8 million, or 17.7%, to RMB41.0 million for the year
ended 31 December 2022, from RMB49.8 million for the
year ended 31 December 2021. Our segment gross margin
increased by 14.5% from 26.0% for the year ended 31
December 2021 to 40.5% for the year ended 31 December
2022, which was mainly due to the decrease in proportion of
construction business with relatively low profit margin during
the Reporting Period, resulting in increase in overall profit
margin.

Our gross profit from other segments increased by RMB124.6
million, or 192.9%, to RMB189.2 million for the year ended
31 December 2022, from RMB64.6 million for the year ended
31 December 2021. Our segment gross margin increased by
19.9% from 8.5% for the year ended 31 December 2021 to
28.4% for the year ended 31 December 2022, which was mainly
due to the increase in profit margin of entrusted management
business and decrease in proportion of the Kunming Domestic
Waste Sanitary Landfill Construction Project with decreased
investment in construction during the Reporting Period,
resulting in increase in overall profit margin.

Selling expenses

Our selling expenses decreased by RMB9.4 million or 68.6% from
RMB13.7 million for the year ended 31 December 2021 to RMB4.3
million for the year ended 31 December 2022, which was mainly due to

the decrease in sales handling fees and commission expenses during

the Reporting Period.

e.

Administrative expenses

Administrative expenses decreased by RMB19.2 million, or 13.7%,
to RMB121.3 million for the year ended 31 December 2022, from
RMB140.5 million for the year ended 31 December 2021, which was
mainly due to the decrease in technical service cost.
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ERE EEEFWRESH
f. Research and development expenses

Research and development expenses decreased by RMB6.8 million, or
93.2%, to RMBO0.5 million for the year ended 31 December 2022, from
RMB7.3 million for the year ended 31 December 2021.

g. Net impairment losses on financial assets

Impairment losses on financial assets increased by RMB54.9 million
from RMB59.6 million for the year ended 31 December 2021 to
RMB114.5 million for the year ended 31 December 2022, which was
mainly due to the increase in provision for losses that need to be
recognised for trade receivables and receivables under concession
agreements.

h. Other income — net

Our other income — net increased from RMB28.0 million for the year
ended 31 December 2021 to RMB68.2 million for the year ended
31 December 2022, representing an increase of RMB40.2 million or
143.6%, which was mainly due to the gain on disposal of RMB19.9
million from the disposal of Fanchang Dianchi Water, a subsidiary,
during the Reporting Period; and fair value gain of financial liabilities at
fair value through profit or loss of RMB21.0 million.

i. Other losses

Our other losses decreased to other losses of RMBO0.9 million for the
year ended 31 December 2022, from other losses of RMB3.4 million
for the year ended 31 December 2021, which was mainly attributable
to the decrease in compensation expense.

J- Operating profit

As a result of the foregoing factors, our operating profit increased
by RMB149.9 million, or 28.4%, to RMB678.3 million for the year
ended 31 December 2022, from RMB528.4 million for the year ended
31 December 2021. Our operating margins for the years ended 31
December 2022 and 2021 were 32.8% and 22.8%, respectively.

k. Finance income

Our finance income decreased by RMB44.4 million, or 53.0%, to
RMB39.3 million for the year ended 31 December 2022, from RMB83.7
million for the year ended 31 December 2021, primarily due to the
decrease in interest income from borrowings to related parties.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

I Finance costs

Our finance costs increased by RMB135.8 million, or 63.5%, to
RMB349.5 million for the year ended 31 December 2022, from
RMB213.7 million for the year ended 31 December 2021, primarily
due to the exchange loss of RMB91.0 million from the foreign currency
borrowings of the Company due to change in foreign exchange in
2022, representing an increase of RMB130.1 million from last year.

m. Profit before income tax

As a result of the foregoing factors, our profit before income tax
decreased by RMB29.2 million, or 7.4%, to RMB367.5 million for the
year ended 31 December 2022 from RMB396.7 million for the year
ended 31 December 2021.

n. Income tax expense

We incurred income tax expenses of RMB57.1 million for the year
ended 31 December 2021 and RMB43.3 million for the year ended
31 December 2022 at effective tax rates of 14.4% and 11.8%,
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 utilization projects eligible for
preferential corporate income tax rate and 10% of the income of such
subsidiaries was not subject to corporate income tax. As a result, the
effective tax rate for 2022 is different from the effective tax rate for
2021.

o. Total comprehensive income

As a result of the foregoing factors, our total comprehensive income
decreased by RMB15.2 million, or 4.5%, to RMB323.1 million for the
year ended 31 December 2022 from RMB338.3 million for the year
ended 31 December 2021.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
EARE EEESRESH

2. Liquidity and Capital Resources 2. RBEERELRER

Our primary uses of cash are for investing in, constructing, operating HRFHWR LT EENKEE 2R KL REERM
and maintaining our wastewater treatment and water supply facilities. E5KEBR MHEKRE 25 A1F > HPINEKRER
To date, we have funded our investments and operations principally &KEZHfBE ST T EBBETER KLEELENR
with bank loans, cash generated from our operations, equity & BEHERBETEHKE % -

contributions and issuance of debt instruments.

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

For the year ended 31 December
BZE12A31MBLEE

2022 2021
2022 £ 2021 F
RMB’000 RMB’000
AR¥Fx AR TFT
Net cash used in operating activities KEFZHTANER S FE (302,629) (716,957)
Net cash (used in) from investing activities REGTHEREED (96,537) 230,908
REFE
Net cash (used in) from financing activities MEGTR(ERELEDN (973,537) 1,244,124
REFHE
Net (decrease)increase in cash and cash ReERAEFED
equivalents F CRL 2>) 18 N (1,372,703) 758,075
Effect of change in foreign exchange rates EXE(EgE (149) (3,669)
Cash and cash equivalents at the beginning of WMEMHYVHES R
the Reporting Period BeEEBY 1,504,346 749,940
Cash and cash equivalents at the end of WMEBMERHBES R
the Reporting Period BHeEEY 131,494 1,504,346
a. Net cash used in operating activities a. BTG E DB

Our net cash used in operating activities primarily consists of cash KL T ENBEL FETEAEE M
received from our clients for services provided by us which net of used BREMEZEPUREMES HMATMARELdhE AR
cash in our operations for the purchase of raw materials and other s EEEH AL EMES AEHEZ LD 85
inventories, payments to suppliers and subcontractors, payments of % .t T & MEFZEEB AN SR B REFEFR -
expenses such as salaries and benefits, and payments of interest and

income tax.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

For the year ended 31 December 2022, our net cash used in operating
activities was net outflow of RMB302.6 million, primarily comprising
cash used in operations amounting to RMB15.0 million, income tax
paid amounting to RMB90.5 million and interest paid amounting to
RMB197.1 million. The net cash used in operating activities in 2022
increased by RMB414.3 million compared with that of 2021, primarily
due to the decrease in cash used in operations in 2022 as compared to
2021.

b. Net cash (used in) from investing activities

Our net cash (used in) from investing activities has principally been
used to purchase property, plant and equipment, loans to related
parties and other investments.

As of 31 December 2022, the net cash (used in) from in investing
activities amounted to net outflow of RMB96.5 million, primarily
comprising the purchase of property, plant and equipment amounting
to RMB366.4 million, purchase of intangible assets amounting to
RMB2.9 million, net collection of loans granted to related parties
amounting to RMB140.0 million and interests received amounting to
RMB29.2 million. The net cash used in investing activities in 2022
decreased by RMB327.4 million compared with that of 2021, primarily
due to the increase in cost of purchase of property and intangible
assets as compared to last year.

c. Net cash (used in) from financing activities

Our net cash (used in) from financing activities primarily represents
repaying and obtaining borrowings. Our net cash generated from
financing activities decreased from net inflow of RMB1,244.1 million for
the year ended 31 December 2021 to net outflow of RMB973.5 million
for the year ended 31 December 2022, which was primarily attributable
to an increase in repayment of borrowings in 2022 compared with
2021.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
EARE EEESRESH

3. Working Capital 3. EEEKX

The table below presents our current assets and current liabilites as of TR I AT REHBER MO RHEEL TS AE

the dates indicated: o=
As at 31 December
w12A31H
2022 2021
2022 & 20214
RMB’000 RMB’000
AE#BFT AREFT

Current assets mMEBEE
Receivables under service concession BHALEEBETH

arrangements & U R 18 44,128 5,463
Amounts due from customers for EREFPRESRK

construction contracts 35,602 22,785
Inventories FE 21,890 16,595
Financial assets at amortised cost KA ENSREE 240,000 294,000
Trade and other receivables & UK BR B % H b fE UK 3R 3,676,339 2,884,020
Cash and bank balances Be RRITER 131,494 1,504,346
Restricted funds ZREE S 181,194 49,650
Total current assets RBEELS 4,330,647 4,776,859
Current liabilities b=
Trade and other payables FE A BR 30 % H th JE 5T K 806,410 678,982
Contract liabilities cREE 6,839 7,505
Tax payables FE A4 B 18 79,431 97,494
Borrowings [EEN 3,346,394 4,212,914
Financial liabilities at fair value through ERAARBEFAEZN SR

profit or loss B1& - 110,450
Total current liabilities nEBAaEAE 4,239,074 5,107,345
Net current assets/(liabilities) RBEE (AR FE 91,573 (330,486)

We recorded net current assets of RMB91.6 million as of 31 December 52022412 831 H &2021F12A318 » F M & &5
2022 and net current liabilities of RMB330.5 million as of 31 December A HEE FHEARBIMIGGEE L LA EE FHE
2021. The increase in our net current assets was mainly attributableto A R®33058 & Tt R EEFHEMETZAA

the decrease in short-term borrowings. EHEERRD
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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). 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
RMB147.3 million or 5.4% from RMB2,737.8 million on 31 December
2021 to RMB2,590.5 million on 31 December 2022, primarily because
our receivables under service concession arrangements that were
classified as non-current assets decreased by RMB185.9 million or
6.8% year-on-year from 2021 to 2022. The decrease was mainly due
to the decrease of RMB122.9 million in receivables under service
concession arrangements as compared to last year resulting from the
disposal of Fanchang Dianchi Water; receipt of payment of RMB30.0
million from the Project of Comprehensive Improvement of Water
Environment and Ecological Recharge with Reclaimed Water for
Dongda River — Zhong River in Jinning District; and receipt of payment
of RMB30.0 million from the Project of Comprehensive Improvement of
Water Environment and Ecological Recharge with Reclaimed Water for
Baiyu River in Jinning District.

b. Inventories

Our total inventory balance increased by RMB5.3 million, or 31.9%, to
RMB21.9 million as of 31 December 2022 from RMB16.6 million as of
31 December 2021, which was mainly due to the fact that parts and
components increased by RMB2.2 million, or 91.7%, to RMB4.6 million
as of 31 December 2022 from RMB2.4 million as of 31 December
2021.

Our inventory turnover days increased from 3.2 days on 31 December
2021 to 5.8 days on 31 December 2022 (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 2021 and 2022).
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

e Feu =4 =4 N
B I/NE Efﬁﬂ@ﬂm&ﬁa*ﬁ
c. 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
classified as current assets as at that balance sheet date and the
remainder is classified as non-current assets.

Our total amounts due from customers for construction contracts
increased by RMB128.8 million, or 22.1%, to RMB711.3 million as of
31 December 2022 from RMB582.5 million as of 31 December 2021,
primarily due to the increased investment in construction for projects
such as the Shipansi and Laogingshan Flood Control and Detention
Works and the Environmental Protection Project in Haitou Village,
Qingshuihai Conservation Area, Xundian County and the increase in
recognised amounts due from customers for construction contracts.

d. Trade and other receivables

Our trade and other receivables primarily consist of (i) trade
receivables from local governments, related parties and third parties;
(ii) other receivables from related parties, third parties and local
governments; and (iii) prepayments. Our trade receivables are amounts
due from customers for operation services provided to the customers
in TOO, TOT and BOT projects. Our other receivables primarily consist
of loans granted to and interest receivable from related parties, and
VAT refund yet to be received. Our prepayments primarily consist of
prepaid construction payables and prepayment for goods.

c. BHREFEES R
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The following table shows the breakdown of our consolidated trade
and other receivables as of the dates indicated:

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A D

ERE BEEESRESH

TEREINNRATEHEMO S GFEERIEE A
J& W SR B AR

As at 31 December

m12A31H
2022 2021
2022 % 20214
RMB’000 RMB’000
AR #Fx AR For
Trade receivables: FE W BR 5K :
— Third parties -E=h 202,799 107,999
— Related parties —Eu A 551,514 277,462
— Local government —Hb 5 BUS 2,200,998 1,381,406
— Loss allowance —EERE (81,712) (56,898)
Trade receivables - net EUWERR—FHE 2,873,599 1,709,969
Other receivables: H fth B FK
— Third parties - =il 99,155 149,949
— Related parties — BT 584,390 865,438
— Local government — i 75 B 70,666 53,891
— Loss allowance — BB RHE (23,671) (7,447)
Other receivables — net HthEWH—FHE 730,540 1,061,831
Prepayments: AT
— Others —H b 72,204 112,224
— Loss allowance —REEE (4) (4)
Prepayments — net ERH-FHE 72,200 112,220
Trade and other receivables — net ERRAREMERR-FHE 3,676,339 2,884,020

RRAHEBKERMERLF 2022 FEHRE

41



42

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, L S -

B I/NE

EEEBRWRESTN

Our net trade and other receivables increased by RMB792.3 million,
or 27.5%, to RMB3,676.3 million as of 31 December 2022 from
RMB2,884.0 million as of 31 December 2021, reflecting in (i) an
increase in trade receivables due from local government by RMB819.6
million, or 59.3%, to RMB2,201.0 million as of 31 December 2022
from RMB1,381.4 million as of 31 December 2021; (ii) an increase in
amounts due from related parties by RMB274.0 million, or 98.7%, to
RMB551.5 million as of 31 December 2022 from RMB277.5 million
as of 31 December 2021; (iii) a decrease in other amounts due from
related parties by RMB281.0 million, or 32.5%, to RMB584.4 million as
of 31 December 2022 from RMB865.4 million as of 31 December 2021,
mainly attributable to the decrease in net entrusted loans for the year;
and (iv) decrease in total prepayment of RMB40.0 million in 2022.

The ageing analysis of trade receivables of our Group is shown as
follows:

P9 B FE YRR FR & H M FE U FROF BB 202112 A
3ITAMARK2884.0F B L AR79238
BT 27.5% F2022F 12 A318 8 A R #3,676.3
BE T AN R R ) FE U T BT 8RR
BR A F2021F 12 A31H AR 138148 B
AR #819.6 8 & JT 5059.3% £2022F 12 A31H A
R #2,201.0 8 8 7T : (i) /E UK BA B 5 &0 FE W 3R IB
2021 F12 ATEHMARK 21758 E T MARE
27408 & 7L K 98.7% E2022F 12 A31HM AR
551.5 8 & 7T (iii) £ #b FE Uk B3 B 5 /9 518 B 2021 F
12A3MHM AR®S86545H &L 2 AR 281.0
BB JTE32.5% 202212 A31 A M A R #584.4
BEET XZHARAFERERFERILE: K
(iv) 2022 F BT RIBATER D HARBL40.08E T -

AEBRKERERTOT

As at 31 December

®12A31H
2022 2021
2022 fF 20214
RMB’000 RMB’000
AR¥Frx ARKFoT
— Within one year —1F A 1,771,954 1,238,288
— Over one year and within two years —122% 1,041,909 467,025
— Over two years —HBiR2F 141,448 61,554
2,955,311 1,766,867

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

(@) RBEEBEBEXRBE REHEZZNREW
BRREBEZEREDNOT

As at 31 December

®m12H31H
2022 2021
2022 £ 2021 4
RMB’000 RMB’000
ARBFIT AR TFT
— Within one year —1FE A 1,771,954 1,238,288
— Over one year and within two years —1E25F 1,041,909 467,025
— Over two years —HBiE2F 141,448 61,554
2,955,311 1,766,867
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The Group does not hold any collateral as security over these debtors.

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

Trade receivable turnover days
Trade and other receivable turnover days @

Notes:

(1

(2

BEHEXH

Calculated as the average net trade receivables for the relevant period
divided by the revenue for the relevant period and multiplied by 365
days. The arithmetic mean of the opening and closing balances of trade
receivables is used for the years ended 31 December 2021 and 2022.

Calculated as the average net trade and other receivables for the
relevant period divided by the revenue for the relevant period and
multiplied by 365 days. The arithmetic mean of the opening and closing
balances of trade and other receivables is used for the years ended 31
December 2021 and 2022.

FEW IR R B R EHO
R W R R B EL A R

EARE EEESRESH

AEBTEFBEEMERRIERER-

TR R AT R B BT e R RGR IR R B

it

(1

(2)

As at 31 December

®12A31H
2022 2021
2022 £ 2021 4
Days Days
x X
404.9 223.3
579.5 415.4

AR REF SRR OFER LB FRKIA
B R IA365K 5t H o & 220214 2022412 A 31
AEFERARKEXANRAREHOEHT
BE-

REBFRTHEBERRH M ERFFER R
EBFEHWRABRIASKTE - HE2021F &
2022F12 A3 B E FE R A E KRR K H it &
KRB R AR EROE B TIHE-
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A

ERE BEHESRREDW

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.

The following table shows the breakdown of our trade and other
payables as of the dates indicated:

e. EffRZRAMETEFEF

17060 18 4 BR G 2 108 4 35 B 0 95 U8 AR -
B4 A3 R BT T AR HRKOE -
BRBE - TR R R 1B A0 M 5 BT R
st 8 A 0 R R 8RB PR B 51
BB

TREI RN AR B AT A R BR R  E e
bR

As at 31 December

®12A31H
2022 2021
2022 £ 20214
RMB’000 RMB’000
AR¥TFT ARBFT
Trade payables FE - BR 3K 295,842 317,188
Other payables H e 1 3K 172,989 183,428
Note payables B R 20,063 =
Consideration payable for acquisition of BETFRAAIRINHHEE
subsidiaries 16,464 34,150
Staff salaries and welfare payables FENEE T T & F148 7 42,704 42,898
Payables on acquisition of property, BETHE IHEK
plant and equipment = 1E B FE 3R 175,322 17,829
Payables on acquisition of land use rights MEETEE T ERED
from related parties FE AR 31,000 58,194
Interest payables FE R B 25,442 7,537
Accrued taxes other than income tax B FT 15 85O0 B FE 5T X 3K 26,584 17,758
806,410 678,982
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Contract liabilities

P Y S -

BINE

EHEBFmRETWN

As at 31 December

m12A31H
2022 2021
2022 5 20214
RMB’000 RMB’000
AR #Fx AEBFT
Contract liabilities aRAE
— related parties —EE 3,184 =
— third parties -E=5 3,655 7,505
6,839 7,505

Our trade and other payables increased by RMB127.4 million, or
18.8%, to RMB806.4 million as of 31 December 2022 from RMB679.0
million as of 31 December 2021, which was mainly due to the increase
in interest payables and payables on acquisition of property, plant and
equipment in 2022.

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

BT B IR R R H A B KB 2021612 A31B A
R#679.0BETIEMARK127 48 ETLH18.8% %
202212 A31HMARK806.4B BT © TERF 52022
FERNANERENBETEE - THRRERALM -

REEERBRA RBEHEEXZNEMNERE
BM2REDITOT

As at 31 December

®m12H31H
2022 2021
2022 £ 20214
RMB’000 RMB’000
AR®Frx ARBTFT
— Within one year —1F A 192,094 198,579
— Over one year and within two years —1E24F 4,651 37,523
— Over two years —BiE2F 99,097 81,086
295,842 317,188

As at 31 December 2021 and 2022, 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.

$2021%F K%2022F 12 A31 8 "E BT E B K
FERHMEMROETINRE -LHE - EFREX
MEMENREAEEHRNING EAREBERE
IREEE AT -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
EARE EEESRESH

The following table sets out our payable turnover days for the periods T & &

indicated:

Trade and other payables turnover days () FE A BR 3% H th JE 5T K
BEXEHO

Trade payables turnover days @ EREFRBEXRH?

Notes: Bt it -

(1) Calculated as the average trade and other payables for the relevant (1)

period divided by cost of sales for the relevant period and multiplied by
365 days. The arithmetic mean of the opening and closing balances of
trade and other payables is used for the years ended 31 December 2021
and 2022.

(2) Calculated as the balance of trade payables at the end of the relevant (2)
period divided by total purchase of materials for such period and
multiplied by 365 days for the years ended 31 December 2021 and
2022.

Our trade payables turnover days decreased by 5.9 days in 2022 as  F i #y

SR PR BR R R P B0 BT SRR B B R B

As at 31 December

®w12A31H
2022 2021
2022 % 20214
Days Days
x X
224.3 157.9
132.4 138.3

REBFETYHENERREMENKBRUE B
FEREERA T RIS KRG E o 3 E2021F &
2022F12A3MBEFERABENERR &4 fE
NHRBREREHROEHFIHE-

152 48 R 4 R 5K B B 3 64 %8 04 b4 40 BB 4 R AT YR
U8 42 %8 B & A B 220214 &20224F12A31H 1t
365K 3 H -

JE 1~ BR ZUR B K #2022 F 82021 F 7 4 5.9

compared with 2021, mainly due to the decrease in trade payablesas K T EHRNEBEERENELR D -

at the end of relevant year.

The Directors confirm that up to 31 December 2022, there was no X
material default in payment of trade payables. - 7 4%
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
EARE EEESRESH

4. Indebtedness 4. "IH
a. Borrowings a. & 7

All of our borrowings are denominated in RMB, HKD or USD and MM EZFHUARE - Bt E o0 E
some are secured by our property, plant and equipment and some are KU B FEE - BE LR FHEERF - BHHAAX
secured by corporate guarantee issued by the Company. The following R alEHAMN AR RFER TR A~ B BR

table shows our borrowings as of the dates indicated: 179 89 18 5K
As at 31 December
m12A31H
2022 2021
2022 £ 20214
RMB’000 RMB’000
AR T AR FT
Non-current portion 3E i B AR 0
Unsecured long-term borrowings RERMREER 989,400 1,492,600
Secured long-term borrowings ERORBBR 1,533,293 700,423
Total non-current borrowings FEREBERER 2,522,693 2,193,023
Current portion B EB
Unsecured short-term borrowings REROEHER 2,687,428 2,129,226
Secured short-term borrowings EROEHER 658,966 2,044,877
Corporate bonds UNEIREE- - 38,811
Total current borrowings REE KA 3,346,394 4,212,914
Total borrowings BB 5,869,087 6,405,937

The weighted average effective interest rates at each balance sheet &EEEBBRABMMMETHERMNZMOT :
date are as follows:

As at 31 December

®m12H31H
2022 2021
2022 £ 20214
Weighted average effective interest rates hn#E T 19 B B R 3 4.05% 5.34%
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As of 31 December 2021 and 2022, our total borrowings amounted to
RMB6,405.9 million and RMB5,869.1 million respectively, mainly due
to the decrease in total borrowings for the year of RMB536.8 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
RMB697.3 million and RMB841.8 million as of 31 December 2021 and
2022 respectively, were secured by our property, plant and equipment.
In addition to the above borrowings, our total borrowings also include
corporate bonds of approximately RMB700.0 million we issued on 25
December 2015 in the PRC for a term of seven years with an annual
interest rate at 4.35%. At the end of the fifth year, the Company may
adjust the interest rates for the remaining two years (within a range
of 0.00% to 3.00%). In the event that investors disagree with the
adjustment made to the interest rates, they may choose to demand an
early redemption of outstanding corporate bonds at nominal value.

In 2020, the Company has repurchased corporate bonds with a
nominal value of RMB660.0 million, and reduced the coupon rate of the
bonds to 4.15%, which will remain unchanged in the sixth and seventh
years of lifetime (from 25 December 2020 to 24 December 2022). As
at 24 December 2022, the bonds have matured and the Company has
completed the repurchase of the remaining bonds and the principal and
interest on the bonds have been repaid as of the end of the Reporting
Period.

As of 31 December 2022, 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
2022, we had not received any requests for early repayment of the
principal or interests under any of our loan agreements.

R 20214 K%2022F12 8318 RPN ERLED
AABEAREE6,40598 B TR ARKS5869.18 87T -
HRAREHANAFAERBBERD ERESLE
fBREBARZRBEESR BELHAFERAE
WA T5368EBIT KMEBF  #E2021F &
2022F12AMAMERARK7TIEE TR A
R84 BEBITIUTEE - T M &% #HEKAT-
B bt E o B IR 2015F 12 A25 8 £ b B &
TL2BEHONBARBINOEETHARARES £
RETFE FHMEAE435%  RESER ARAFA
AEBETMERNF E(EE A0.00%%E 3.00% & E
W) BEETRABUMNENRAE  ATEBIRE
AERAMAELNAREENQEES -

M2020F - AR FEBEIEEERARKE60.08 &
THARES AR TABRSFZEHN R H4.15% -
WHEGFEHNECFZEF7F(2020F12A258 &
2022F 12 A248) B E & - }A2022F 124624 H -
ZEHFCIH ARRCEARGELENEE &
EHREHKR ZEFARMNEBHELNZER -

HE2022F12A3MA BEMUEERERER D&
NRHZAMGERMEBEEEREATEHERL
MERITHE ZAE FTREMOEMMBITRE IR
AMEREEER - BREMEE N R EMEBITE
BEX ALHEMR AL EAEERITHERE X
RAEERRNEERR - HZ2022F12A318 -
TEKITWRAEERMER B EBEL S K
FEMBR-
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The table below sets out the maturity profiles of our borrowings as of
the dates indicated:

EARE EEESRESH

TREIHATEHARMEROIHBER

As at 31 December

®m12H31H
2022 2021
2022 % 20214
RMB’000 RMB’000
AR®Frx AREBFT
On demand or within 1 year BN EA 1 F LAY 3,346,394 4,212,914
Between 1 and 2 years 1524 928,216 1,020,349
Between 2 and 5 years 2FE5F 1,304,021 883,544
Later than 5 years 5F A F 290,456 289,130
5,869,087 6,405,937

As of 31 December 2021 and 2022, our net gearing ratios were 52.2%
and 54.4%, respectively. Our net gearing ratios as at 31 December
2022 increased by 2.2% as compared with 31 December 2021,
primarily due to the changes in cash and cash equivalent and net debt
during the period.

Except as disclosed above, as of the 31 December 2022, we did not
have any loan capital issued and outstanding or agreed to be issued,
bank overdrafts, loans or other similar indebtedness, liabilities under
acceptances or acceptable credits, debentures, mortgages, charges,
hire purchases commitments, guarantees or other material contingent
liabilities.

R 20214 2022128318 RPN FEEAE
Lt & 5 Bl B52.2% K% 54.4% o A8 R # £2021F12
A31H  ZMEE2022F12A3MBNFEERRE
EEEM22%M T ZREHABH RS RESEE
MEREBTEEEHER-

B ESCPHTHEEE SN B E2022F12 8318 - # 1
TEIMNEHETRHAEEXRERHTNEES
R-BITELT ERREMBEUGEH RELBEX
EAERAE BEEFZ KRB ER EBEAE B
REEMBEAKBAERE -
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b. Commitments b. Vg

(a) Capital commitments (a)

Capital expenditures contracted for at each balance sheet date, butnot REEEBEXRBHEIINENREENE AT

yet incurred are as follows: THET
As at 31 December
®12A31H

2022 2021
2022 4 20214
RMB’000 RMB’000
AR¥TT AREBTFT
Property, plant and equipment THE ITBEEE 499,550 317,311

(b) Concession projects and construction projects contracted at  (b)

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

As at 31 December

m12A31H
2022 2021
2022 20214
RMB’000 RMB’000
ARE#FT ARBFT
Concession projects and construction projects HHEERERES 1,760,522 1,288,760

c. Capital expenditure c. BXRHZE

Our capital expenditure mainly comprises purchases of land use rights, ‘MM EAXAFA LI T ZBREEELTHFERE T8
property, plant and equipment and intangible assets. Our capital Z= B R & # k8 F & E - 8 £20214F & 2022
expenses were RMB59.1 million and RMB369.3 million for the years F12A31BLEFE BN EAR ISR AAR
ended 31 December 2021 and 2022, respectively. We expect to fund #5918 & Tk AR®369.3A B r - HMEHE
our contractual commitments and capital expenditures principally ZRBRMEEITHELNR S FH BHRME
through net cash generated from our operating activities, proceeds HERKHBREZREENMEREBEAE MO E B X
from borrowings and the proceeds we receive from the global offering #EEAFZIRHE S -

of H shares.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Our capital expenditure for each of our segments as at the dates
indicated below is as follows:

P Y S -

BINE

EEEBRWRESTT

RTIMREHRME S BOBEARRAIOT

As at 31 December

m12A31H
2022 2021
2022 % 20214
RMB’000 RMB’000
AR¥Frx AR For
Wastewater treatment 55 7K B 12 231,252 41,492
Water supply K4 18,034 3,967
Others H A 120,049 13,671
Total & &t 369,335 59,130

Based on our current business plan, we expect to incur capital
expenditure amounting to RMB339.8 million for the year ending 31
December 2023. 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.

5. Off-balance sheet arrangements

Save as disclosed in this report, as of 31 December 2022, 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 does not 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.

BERMOEMNEBTE BMABHERER
2023F12AMBILFEEEE AR AR 339.8
BELT BMAMNBHEAHITERERMES
B BRI EERBERARKEEERZEN
EHTEE( -

5. EEEBERIMEZH

BRAERE AT B E SN R2022F 128318 © 1M
WTEAMNAELEENEEGBERIIMNER B HEH
AN EMEEABRIINTHE BMBREES
FEXRSGEBECGHNRSEY AEBEZHER
FT2ERTITRERTANEARBER KBEEKX
ERzeMERE REMOLLEBREH  HME
EHAAHERBIAUXIIUNTAIRNEEEY
BE REAREEEABRINTHEXAEME
WEEXERENMBEYNMBEHBERT LR
%o
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EFRNE BEEESWESW
6. Initial public offering and use of proceeds from initial

public offering

The H shares of the Company 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 of
the Company, 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, on 5 July 2022, the Board considered and approved
the resolution on change of use of net proceeds from the Company’s
Global Offering and the unutilised net proceeds are expected to be
fully utilised by 30 June 2023 based on the changed use and utilisation
plan. Please refer to the Company’s announcement dated 5 July 2022
for further details.

BEXLAPHBERER L HAEBEENSEREHR
AN FHEER2017F4 A6 8 £ B £ I B
T 1% 3.917%8 T B {8 18 % 17 & A 5] 339,430,000 i &
RREE A RE1.007T FIHAR - 31T B R F F A1)
5 #491,327,171,3007 ;T c A R AIHR W& - & #
593,000 kHAX #E B R AL & - KN BR>H) B R EE F
ERREALEFEROGHOMBREFE : k()2
HEEHBAEASREMBAIEZ A2 A KE
MEREEMBERBRFEAARK1,07238
=)

RRESEEESERRET BREFBRA - 12022
F7A5R EEXZCFTHRBETHEANEEARA2
REEMERBFERENAR BREEERM
BRERE HADAMSERBFERM;E
2023 F6 AB0R 2RI EA TR -FAB NGB R AR
AR B R2022F7 ASEM R E -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

As of 31 December 2022, approximately RMB1,061.9 million,
accounting for 99.0% of RMB1,072.3 million of net proceeds from the
Initial Public Offering, has been used in accordance with the use as
stated in the paragraph headed “Future Plans and Use of Proceeds”
in the Prospectus or the use after change on 5 July 2022. The use of
proceeds is as follows:

FRE EEREBFSWESH

HE2022F12A31M8 2B EMBRAR S F
BEARM1023IEBTHRHNARK1,061.98 8 T
(EEXR AHBEMBSREFEM0%)EKLERR
BEHAERRRAERMERBBAR] — B
M ABR%2022F7TAHEE R ARFERA - B& A
SHBERBNOT

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 2022 to 31 Date to 31 from the
Initial Public  Initial Public ~ at1 January December December  Initial Public
Offering Offering 2022 2022 2022 Offering
B2022% AEHz
1A1RE AEZ
R2022% ENNE 20224
BR 1R18 128318 12A318 HAEA
ke NRRE ®ABRERX E#HE  LEEER BERAH
BRAH RERE LRBERS BRAE INGE BENG
BEFE BEAHE BRE HEMBHR fEHE BAE
Use after change BELERRE Bptt Ri BE OPREBRXY FEIEXUL BH
RMB million RMB million RMB million RMB million RMB million
ANRBEET ANREKEET ARKEET ARKBET ARKEER
Investments in BOT/BOO wastewater BOT/BOO5 7k & 2 B ]k 35% 378.36 60.76 44.12 361.72 16.64
treatment and running water supply BRKHEERRNRE
projects
To acquire TOT/TOO wastewater treatment ~ KETOT/TO0/5 Kk & 2 B &k 27% 289.70 - - 289.70 =
plants and running water supply projects BRKHERE
Repayment of bank borrowings BERIER 24% 258.47 4557 4557 258.47 =
To supplement working capital and for BREBAGRE-RATA 14% 152.77 4557 44.82 152.02 0.75
general corporate purposes %
Total @t 100% 1,079.301 151.9 134.51 1,061.91 17.39

Note (1): The amount of RMB1,079.30 million includes gain or loss on foreign
exchange and interest income.

2(1): BARB107930BETER TENBa KA
BWA -
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As of 31 December 2022, the unused net proceeds from the Initial
Public Offering for each of the business strategies as stated in
the above table have been placed as deposits in licensed banks
of the PRC which will be used in accordance with the progress
of the Company’s investment projects. Affected by the COVID-19
pandemic, the original progress of utilisation was slight delayed, and
is expected to be used up by June 2023. The business objectives,
future plans and planned use of the proceeds as stated in the
Company’s announcement dated 5 July 2022 were based on the best
estimation and assumptions of future market conditions and industry
developments made by the Company at the time of making resolution
on the change of use of proceeds, while the proceeds from the Initial
Public Offering were used in accordance with the business of the
Group and the actual development of the relevant industry.

The net proceeds from the Initial Public Offering were used and
expected to be used according to the intentions previously disclosed in
the Prospectus and the Company’s announcement dated 5 July 2022.
Save as disclosed above, as of 31 December 2022, there was no
material change in the use of proceeds of the Company.

On 1 March 2023, based on the actual situation and operation and
development needs of the Company, the Board changed the use of
the remaining unutilized proceeds, please refer to the Company’s
announcement dated 1 March 2023 for details.

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 HKD5,768,566
and USD1,241,087 respectively. Exchange rate fluctuations have
a certain impact on the retention of foreign currency funds and the
return of principal and interest on borrowings. The Group entered into
a confirmation of RMB foreign exchange currency swap transactions
with financial institution to fix the exchange rate at the time of loan
repayment and interest payment, which was used to hedge the risk
of foreign exchange fluctuations when repaying foreign currency
borrowings and foreign currency interest. The hedging instrument
expired in March 2022. 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 is only required to pay the principal and
interest of the RMB borrowings at a fixed interest rate to the domestic
financial institutions upon each payment of principal and interest,
thereby hedging the risk of foreign exchange rate fluctuations.

HE2022F12A3M8 LR S HEKKED
MABAEBAAHREEMEERNBFECELAT
REBRRPEFRET UBERARARREE
ENESFER AXFEEBEE BIZAIRIT®N
fF A BF P Y 10 A 3B I 7B 5T 7£2023F 6 A 3 Z Bl {F
Ax®-ARQa HEAH2022F7A58 X4 Frit
BEE - KRASBRMEBRERISBREDIRER
ARARUEEESFEARAREFEEAZERY
REMBRRRITEERET UMD RBRR
mMEL BXAAHBEEMSRBEAREAEE®
EBREBTENERZERM TAER -

BXRAHABEMSRBFECEREHREZAR
BRHFEHAERARAT BB AR2022F7A58 R EF
WENAE TAGER BRI EFEEN - 8 E2022
F12A3MB ARAMBRBFENARLFEH
WiEEXEE -

R2023F3A1MH  ERARFAERBRLELE #
REE EEZeHNBRADIREEESRRET
TEE HBEBFRARAFAHR2023F3/18 K

7. EXxEKRREER

RAEENBEHBIINEES RINEBR INEE
SEBAEBIT X A& H R A5768566% T K
12410872 L - EEXMEBHBFINEEE RSB
BERLABEHEAETHE AEEHSHBES
ATARBIINEEEEBRIBERE ZHERE
BETEAREANEENER  ARYHEEIN
BERRIINEFNNEREENIIELRSDRR &Y
R T BB RR2022F 38 EIHY - A8 o ANEE M BN R
MESNeREBEEITBZ SRS BERE K
BKERERAARBEERETFTALEE -AEHE
BHIMNEABER REIXNERNSBERERTF
EHARBERARE - MR EINEEZKIERR -
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CHAPTER SIX

8. Employees and remuneration policies
Relationship with Employees

As of 31 December 2022, we had 1,492 full-time employees, all of
whom were in China and most of whom were based in Yunnan. The
following table sets forth the breakdown of our employees by function
as of 31 December 2022:

MANAGEMENT DISCUSSION AND ANALYSIS

P Y S -

BARE BEEESWmESH
8. B B & % B B R

HE TR HEF

M2022F12A31H M E149282BEE 2

MEPHR ABHEEM - TREAII K FE E2022
F1R2ANBRBEIONEERM:

Number
Function B &8 A#E
Management and Administration B RITH 191
Finance B 7% 56
Research and Development it 3% 66
Quality Monitoring HEEA 250
Marketing & 8 17
Operations B 867
Construction and Maintenance R R e 45
Total #at 1,492

We recruit our employees on the open market. Compensation for our
employees includes basic wages, performance-based wages, bonuses
and other staff benefits. For the years ended 31 December 2021 and
2022, our employee benefits amounted to approximately RMB185.2
million and RMB215.5 million, respectively.

We believe our employees are the most valuable resources to achieve
our success. To ensure the quality of our employees at all levels, we
have in-house training programs to train our staff. New employees at
our production facility receive trainings pertinent to their job duties.
We also own Kunming Dianchi Water Treatment Vocational Training
School, which provides more training courses for our employees.

The labor union communicates closely with the management regarding
labor matters and represents our employees’ interests. During the
Reporting Period, we had not experienced any interruptions to
our operations caused by major labor disputes and there were no
complaints or claims from our employees which had a material adverse
effect on our business. The Directors believe that we have a good
relationship with our employees. During the Reporting Period, the
Group had no major labor disputes which might produce significant
impact on the normal business and operation of the Group.

EMEAFATMES LBERE -RMEENRME
BEAIE BHIIE RBeREMEBERA-
RE E2021F %2022F 128318 EEE - H MW
BERMD AN ABARBI82HEE LI AR
21555 B L °

HMAREERAMESKYNEEEER R
EREARBREMNRE  RMAMEK AT AMBAEI
AEAREERHAEI -IHOFETIERTAR
BESENEI - -RMARSEEERHEBKER
BERIER BERMANBETRHEEZHI -

TEeRXREINMNE A IETEHERERE
ZOEB - REHRN BMLERERB 443
HWELPEH TEHRMANEBELERETAH
METITRFERE - EZRRAMERENHE
RIF REHAN - FEEIBETAERSBUHY
AEBIFREBLZEELEETEATE -
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9. Contingent liabilities

As at 31 December 2022, the Group did not have any significant
contingent liabilities.

10. Material charges on assets

As at 31 December 2022, 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.
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* (BB ERITHRMDER A A EH D
17) (“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.

9. BBEEE

HZE2022F12A3MB - A5 ETETMNEKRNKE
BE-

10. EXEERM

R2022%12A31R AEBE 2 B HRBMRITREAM
fEETIAT S & FEAEER

(i) HAEEREER T ORI ZHEERB S
HEBEMERZAETRKEE HKE
HeBiagakkRa(BRFTFEERR
AR5 45 FTHE 2 B B RIR) ¢

(i) AEEEFTSKEERERE-

1. EXARERWE

M2021F9R298 A ARI(ERABEEZEA)HEIE
REAEEARRAAEAEEEBRAN)RBAR
TROBRARDEHAIT(IRERT (FAEE
AEANREXTEEZRERERIVEAEEERS
RERESREEEREARD Bt AQRARAE
ZRASEARBIBELEAZERXEE ARNKER
ZEPEERRALEARLA(IIEHEERR#K
BEDEBNEBERE®E HR A3EA - KA
MZAEBEFEIEE ARK3ET - K202145F12
A31B AREFFTHESHREETREARLER
GEHREANZ BEESHEEEEARAKER
THWEEEERFSNHRERZE2022F44 108
HBEERARA AN A2021F9A29H K£20214F
12A31BHRE -
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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 2.1% of the total assets of the Company.
As at the date of this announcement, KADI has yet to repurchase such
creditor’s rights of the trade receivables.

On 7 July 2022, the Company entered into the Kunming Luquan Yi
and Miao Autonomous County Beautiful County Water Environment
Comprehensive Improvement Project Contract* ({2 B8 T % &) #& j& &
BEASREBEWMKERESAAEEAB A [E)) with the People’s
Government of Luquan Yi and Miao Autonomous County in Kunming
(the “People’s Government of Luquan County”), pursuant to which
the Company will invest approximately RMB170 million to implement
four sub-projects under the contract and obtain 30-year or 15-year
concession rights for each sub-project. For details, please refer to the

announcement of the Company dated 7 July 2022.

The Company’s investments mainly focus on its main business and
relevant environmental protection industries in the upstream and
downstream. 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.

Save as disclosed above, the Company had no plans of major
investments or capital and asset acquisition as of 31 December 2022.

P Y S -

w7V E

EHEBFmRETWN

MR2022F4 108 B EEEEAREH-
REHBHR EEEBRABREGESHREEETREAR
HEAOTE NBENHAZEESESEBETE
ERRAARRI#ETOR F1E5BF L AR A A H
B2022F4 B 11BN RS-

RBERAR ZREETBHENERRAEE
BEMN21% RALCEEH EHREXERRKRE
il oK (B B A% B UBR SR (A E

MR2022F7A7TH AR R HER MR EKE K
BEABRARBRIF(RBBARBF)DZE T(EH
MEHEREREAGERBEBH KBRGEAEE
BEAR) ARABEREEPOARBITIELE
HEROENMNMEFERE ¥H5AREEFEERB
FHIFRFITELER -FBEEFRAQABHA
20227 A7THRMDE -

ARBNBRETEESZTIERELTHEABRRE
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12. Disposal of subsidiaries, associates and joint ventures

On 29 June 2022, the Company, the People’s Government of Suncun
Town, Fanchang District (the “People’s Government of Suncun
Town”) and Fanchang Dianchi Water, the Company’s wholly-owned
subsidiary, entered into an equity transfer agreement, pursuant to
which the Company conditionally agreed to sell and the People’s
Government of Suncun Town conditionally agreed to acquire 100%
equity interest in Fanchang Dianchi Water, which is principally
engaged in wastewater treatment, for a consideration expected not
exceeding RMB163 million (including equity transfer consideration,
dividend receivable, principal and interest of borrowings receivable).
For details, please refer to the announcements of the Company
dated 29 June 2022 and 7 July 2022, respectively. Completion of this
transaction would be subject to certain conditions stated in the equity
transfer agreement. Upon transfer of control, Fanchang Dianchi Water
ceased to be a subsidiary of the Company, the Group ceased to have
any equity interest in Fanchang Dianchi Water and its financial results
ceased to be consolidated in the accounts of the Group.

On 18 November 2022, the Group officially transferred the control of
Fanchang Dianchi Water to relevant local government. As of the end
of the Reporting Period, the relevant transfer procedures were still in
progress.

Save as disclosed above, the Company had no other disposal of
subsidiaries, associates and joint ventures as of 31 December 2022.

13. Loans to Certain Entities

The Company entered into a entrusted loan contract with Kunming
Bus and Yunnan Branch of Bank of Communications Co., Ltd.* (X i
RITWRMABERRDAEREE »TT) (‘Bank of Communications”) on
22 February 2021, pursuant to which the Company entrusted Bank
of Communications to grant a loan of RMB300 million respectively
to Kunming Bus with an annual interest rate of 8.5%. For details,
please refer to the announcement of the Company dated 22 February
2021. The loan has become due during the Reporting Period, and the
Company has received all principal and interest in accordance with the
terms of the entrusted loan contract.
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The Company entered into an entrusted loan contract with Xindu
Investment and Kunming Panlong Sub-branch of Bank of China
Limited (“Panlong Sub-branch of Bank of China”) on 24 September
2021, pursuant to which the Company entrusted Panlong Sub-branch
of Bank of China to provide a RMB350 million loan to Xindu Investment
with an annual interest rate of 7.5%. For details, please refer to the
announcement of the Company dated 24 September 2021. The loan
has become due during the Reporting Period, and the Company has
received all principal and interest in accordance with the terms of the
entrusted loan contract.

The Company entered into an entrusted loan contract with Xindu
Investment and Kunming Chenggong District Rural Credit Cooperative*
(RMA™=2E R ENIEMRA EB 1) (‘Chenggong District Rural
Credit Cooperative”) on 28 February 2022, pursuant to which the
Company entrusted Chenggong District Rural Credit Cooperative
to provide a loan of RMB250 million to Xindu Investment with an
annual interest rate of 8.5% which shall become due on 28 March
2022. After arm’s length negotiation, on 28 March 2022, the Company
entered into an entrusted loan extension agreement for the entrusted
loan contract with Xindu Investment and Chenggong District Rural
Credit Cooperative to extend the term of the entrusted loan contract
and the entrusted loan transaction thereunder to 28 July 2022 and
adjust the interest rate to 9.0% per annum for the extension period.
Meanwhile, the Company entered into a security contract with Xindu
Investment, pursuant to which Xindu Investment agreed to mortgage
the mortgaged asset as security for the entrusted loan extension
agreement and the transactions thereunder. For details, please refer
to the announcements of the Company dated 28 February 2022
and 28 March 2022. The loan has become due during the Reporting
Period, and the Company has received all principal and interest of
such entrusted loan in accordance with the terms of the extension
agreement.

On 9 June 2022, the Company entered into an entrusted loan contract
with Kunming Construction and Kunming Panlong District Rural Credit
Cooperative* (& B M % 5 1= & {5 A & {E ¥ #) (“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 shall become 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. For details, please refer
to the announcement of the Company dated 9 June 2022.
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On 24 October 2022, the Company entered into the entrusted loan
contract with Kunming DIG and Kunming Chenggong District Rural
Credit Cooperative* (2 AT £ B [& & 1 5 F & {EH #t) (‘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 shall become due on 24 September 2023. For details,
please refer to the announcement of the Company dated 24 October
2022.

According to the knowledge of the Company, Kunming Bus, Xindu
Investment, Kunming Construction and Kunming DIG are all controlled
or held by Kunming SASAC, and Kunming DIG holds 15.58% of
the shares of Kunming Construction and 6.82% of the shares of
Xindu Investment. Saved as disclosed above, Kunming Bus, Xindu
Investment, Kunming Construction and Kunming DIG 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 on the premise of keeping the risks
under control. When selecting counterparties, we will assess the risk
of capital recovery based on the counterparties’ operating conditions
and past cooperation, and will continuously monitor whether there is
any material adverse impact on the counterparties’ operations so that
we can take timely measures to ensure the safety of the Company’s
capital.

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.
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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 US$300 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 51% or more 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. As of the date of this report,
Kunming SASAC directly or indirectly owned 51% or more 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

Mr. Zeng Feng (& ££), aged 58, joined our Group in August 2021. Mr. Zeng
was appointed as an executive Director and the Chairperson of the
Board on 16 September 2021 and is responsible for strategic decision
making of our Company’s operations. Mr. Zeng is the chairperson
of the Strategy and Investment Decision Committee, and a member
of the Remuneration and Appraisal Committee and the Nomination
Committee of our Company.

From August 1985 to May 1993, Mr. Zeng worked at the Southwest
Aviation Forestry Protection General Station of the Ministry of Forestry
(PREEERPE R M 2= MR 42 08). From May 1993 to January 2006, he
worked at the Administrative Committee of Kunming Hi-tech Industrial
Development Zone (ER&HEIMEXMEFREZE) and served as
deputy chief officer, chief officer, assistant to director and deputy
director of the finance department and director of accounting and
settlement center, during which he also attended a postgraduate
course in business and economics at the Chinese Academy of Social
Sciences (F B &R ZPt) from December 1996 to November 1998.
From January 2006 to November 2010, he worked at the Management
Committee of Kunming Airport Economic Zone (ERZEELERE
>@) and served as the person in charge and head of the finance
department, deputy director of the management committee, member
of the Party working committee, and vice mayor of the People’s
Government of Guandu District. From November 2010 to August 2021,
he worked at Kunming Development Investment Group Co., Ltd. (&
e R ESEABR AR and served as deputy secretary of the Party
committee and secretary of the disciplinary inspection committee,
chairman of the trade union, general manager, secretary of the Party
committee, director and chairman of the board of directors, during
which he also served as the secretary of the Party committee and
chairman of the board of directors of Kunming Dianchi Investment
from March 2011 to June 2012. He also concurrently served as a
non-executive Director of the Company from January 2011 to June
2018, and has served as a director of Kunming Dianchi Investment
since December 2021.

Mr. Zeng graduated from Yunnan Finance and Trade College (£
B & 2 Fr) in June 1990, majoring in accounting. He also obtained
the accounting professional and technical qualification certificate in
October 1994.
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Mr. Chen Changyong (& & B ), aged 53, joined the Group in June 2019
and has been the general manager of the Company since 10 July
2019, responsible for the Company’s operation management. He
was appointed as an executive Director of the Company on 19 June
2020. Mr. Chen Changyong is currently a member of the Strategy and
Investment Decision Committee of the Company.

Mr. Chen worked in the Land Acquisition Office of the Municipal
Land and Resources Bureau of Kunming (2™ B + & R /5) from
August 1999 to November 2002 and served as the deputy director
of the general office of the Municipal Land and Resources Bureau of
Kunming from November 2002 to January 2005. He joined Kunming
Dianchi Investment Co., Ltd. (R BA A i ¥ & B R & £ 2 al), the
Controlling Shareholder, in September 2004 and until March 2016,
he successively served as a member of the party committee, director,
deputy general manager, deputy secretary of the party committee,
secretary of the disciplinary committee and chairman of the labor union
of Kunming Dianchi Investment. He was a director and the secretary
to the party committee of Kunming Drainage System Management Co.,
Ltd. (RBABEKEZ EEEHE R & £ 2 7) (a subsidiary of Kunming
Dianchi Investment) from March 2016 to June 2019. He joined the
Company in June 2019.

Mr. Chen graduated from the Changchun Institute of Geology, Jilin
Province, China (& & # & 2 fx) with a bachelor’'s degree in July
1992, majoring in geology and mineral exploration and graduated
from the Changchun Institute of Geology with a master’s degree in
July 1995, majoring in mineral prospecting and exploration. Mr. Chen
graduated from Kunming University of Science and Technology (&
B 3 T K ) with a doctorate in July 1999, majoring in mineral
prospecting and exploration in the Department of Territorial
Development and Urban and Rural Architecture. Mr. Chen is also a
senior engineer.

Mr. Luo Yun (# £), aged 44, joined our Group in June 2013, served
as the deputy general manager of the Company from January 2015 to
February 2023, and served as an executive Director of the Company
from 23 June 2016 to 6 April 2023, responsible for supervising our
Company’s investment strategies, market expansion and production
safety and environmental protection. He served as an assistant to the
general manager from June 2013 to January 2015, responsible for
assisting the general manager in the management of our Company’s
operation, development, investment programs and marketing

strategies.
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Mr. Luo served as a director of coordination department at Kunming
Dianchi Project Management Company (EREMTEE EE AR A
7l), a subsidiary of Kunming Dianchi Investment, from June 2008 to
June 2009. He also served at Kunming Dianchi Property Development
Company Limited (2 B JE b B % B R & {F 2 ), a subsidiary
of Kunming Dianchi Investment, as the deputy general manager
from June 2009 to June 2013. From June 2012 to 3 November
2016, Mr. Luo served as a director of Kunming Dianxing Property
Development Co., Ltd. (R A EE FE i E M % B R & £ 2 &) and
Kunming Dianlong Property Development Co., Ltd. (& 8 E 5 = Hb &
MEAREMELQA).

Mr. Luo graduated from Yunnan University (£ M X £)in Yunnan
Province, the PRC, majoring in engineering management in January
2007, and obtained a master’s degree in agricultural extension from
Southwest Forestry University (78 @ #& 3 X £) in Yunnan Province,
the PRC in January 2013.

As Mr. Luo has been subject to investigation by the Kunming
Disciplinary Inspection Committee of the Communist Party of China
and the Kunming Supervisory Committee for suspected serious breach
of disciplines and laws, on 7 February 2023, the Board resolved to
propose the removal of Mr. Luo as an executive Director, a member of
the Strategy and Investment Decision Committee and a deputy general
manager. The removal from office of the member of the Strategy and
Investment Decision Committee and the deputy general manager has
become effective on 7 February 2023 and the removal from office
of the executive Director has been approved by the Company at
the extraordinary general meeting held on 6 April 2023 and became
effective on the same date. Please refer to the announcements of the
Company dated 7 February 2023 and 6 April 2023 for details.

B. NON-EXECUTIVE DIRECTORS

Ms. Song Hong (3R 4L), aged 59, joined our Group in June 2016 and
was appointed as a non-executive Director of our Company on 23 June
2016. Ms. Song participates in the development of our business
strategies. She has over 30 years of experience in finance sector.
Ms. Song joined Kunming Dianchi Investment in September 2008.
She served as a director and the chief financial officer of Kunming
Dianchi Investment since June 2012. Ms. Song serves concurrently as
a chairperson of Kunming Diantou Bishuiyuan Water Technology Co.,

Ltd (R BER B KRKBEI R EG R D A).
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Ms. Song worked at Kunming Tap Water Group Co., Ltd. (£ M 8 K
KEM@ AR E TR A]) from December 1982 to September 2008, and
served as the deputy Director of finance department from December
2005 to September 2008. Ms. Song served as the director of the
financial center of Kunming Dianchi Investment from September 2008
to September 2012.

Ms. Song studied at the Party School of Yunnan Provincial Committee
of the Chinese Communist Party (7 B TEHEZEGER)IN
Yunnan Province, the PRC, majoring in economic management from
September 1997 to December 1999.

Ms. Ren Na ({£ #), aged 42, joined the Group in November 2020 and
served as a non-executive Director of the Company from 6 November
2020 to 6 April 2023. Ms. Ren participates in the development of our
business strategies. Ms. Ren has more than 10 years of experience
in the financial field. She currently serves as the financial controller of
Yunnan Kunhua Hospital Investment Management Co., Ltd. (£ & &
BERREEBEARLA).

Ms. Ren served as the chief accountant of the hydropower station
and the department head of No. 1 water resources machinery plant
of Sinohydro Bureau 5 Co., Ltd. (F Bl /K F| /K E % 7 T 2 H) from
July 2002 to April 2008. From April 2008 to May 2009, she worked in
Yunnan Tonghe Technology Development Co., Ltd. (£ £ i 1 £} & %
& B R A d) and was responsible for finance management. From May
2009 to October 2013, she served as the person in charge of finance
of the Lidi branch of Yunnan Lancangjiang Property Management Co.,
Lid (EMBEAIMEERER QR AEIKE D A 7). From November
2013 to July 2019, she served as the manager of general management
department of China Southern Power Grid Integrated Energy (Yunnan)
Co.,Ltd. (B EME A R(E™M)AR A 2 7). She served
as the deputy general manager of financial sharing center of Yunnan
HEAREEREEFERAA)
from August 2019 to March 2022, and served as a director of Yunnan
Medical Investment and Management Group Co., Ltd. (E /@ & & & 1%
& &£ E AR A A) from April 2020 to November 2022, and has
been serving as a supervisor of CTV Yuntou Culture Tourism Industry
Investment Co., Ltd. (FF R = & (L i #F & ¥ 48 & B R 2 7l) since
October 2020, and the financial controller of Yunnan Kunhua Hospital
Investment Management Co., Lid. (EE R EEBRIREETEER A7)
since March 2022.
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Ms. Ren graduated from Changchun Institute of Technology (& &
T 2Pt) in July 2002, majoring in computerised accounting; and
graduated from Changchun Institute of Technology in July 2013,
majoring in finance management. Ms. Ren is a senior accountant,
certified public accountant and certified tax agent.

Mr. Zhang Yang (& i¥), aged 37, joined the Group in December 2022
and was appointed as a non-executive Director of the Company 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.*

(EHREXRABREEREERA).

Mr. Zhang worked at the Global Energy Internet Research Institute* (&
k6 R B Bt 48 #F 7% BT) (subsequently renamed as Global Energy
Internet Research Institute Co., Ltd.* (2 Bkee /R B Bt M AT 55 B AR 2
7)) from May 2016 to August 2019; worked at Beijing Zhongguancun
Yangingyuan Investment Development Co., Ltd.* (it & & B £ f& B2
% & % B A B 2 A7) from August 2019 to October 2020 as an
assistant to the general manager; and has worked at Kunming
Industrial Development and Investment Co., Ltd.* (2 FAE ¥ H &K &
B[R &1L A) as an assistant to the general manager since October
2020.

He graduated from Kunming Polytechnic University (£ B3 32 T K &)
in July 2010 majoring in mechanical engineering and automation and
obtained a bachelor’s degree, and graduated from the University of
Western Australia (2 KX ) 2 782 K #] g5 X 2) in November 2015
majoring in electrical and electronic engineering and obtained a

doctorate degree.
C. INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wang Dongfang (£ %X %), aged 47, joined the Group in
December 2022 and was appointed as an independent non-executive
Director of the Company on 7 December 2022. Ms. Wang participates
in making significant decisions and advises on corporate governance,
connected transactions, and various matters concerning Directors and
senior management. Ms. Wang is currently the chairperson of the Audit
Committee, a member of the Remuneration and Appraisal Committee
and the Strategy and Investment Decision Committee of the Company.

*

For identification purposes only
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Ms. Wang worked at Yunnan Jingwei Certified Public Accountants* (&£
45 42 & 51 B B 75 A7) from July 1996 to October 2002 as an assistant
of the audit department and a deputy manager of the administration
department; worked at China Cinda Asset Management Co., Ltd* (7
ZEE EE IR A 7)) from October 2002 to March 2008 as a senior
manager of the asset management department; worked at Pacific
Securities Co., Ltd.* (K F ¥ & % R » AR 2 @) from June 2008 to
August 2010 as a senior manager of the investment banking
department; worked at Shenwan Hongyuan Securities Underwriting
and Sponsorship Co., Ltd.* (R B REEF REREBRET QA
from August 2010 to October 2017, serving as a senior manager of the
investment banking department and a deputy manager of the financing
business department; and has worked at Shengang Securities Co.,
Ltd.* (52 78 35 %5 % 15 B R A 7)) since October 2017. Currently, she is
the deputy general manager and managing director of the fifth
investment banking department.

Ms. Wang graduated from Yunnan Finance and Trade School (£
& B E 2 1) in June 1996 majoring in accounting and statistics;
graduated from Yunnan Finance and Trade College (£ /@ 8 & £
Bt ) in December 1998 majoring in accounting; and graduated from
China University of Political Science and Law (F B & /& K £)in
January 2008 majoring in law and obtained a bachelor of laws degree.
Ms. Wang is a sponsor representative, a certified public accountant
and a certified tax agent in the PRC.

During the Reporting Period, the Guizhou Regulatory Bureau of the
China Securities Regulatory Commission (T EZF 5B EH L8 2
&I EEE /®) issued the Administrative Regulatory Measures Decision
Letter (TTIRE BB MIRE &
issuing a warning letter to relevant parties including Ms. Wang, as

), and took the regulatory measure of

Ms. Wang, as one of the sponsor representatives of a listed company
in the PRC, had failed to continuously monitor the listed company’s
commitments in respect of the deposit of raised funds in a dedicated
account and the implementation of investment projects, etc. For details,
please refer to the Company’s announcement dated 21 October 2022.

*

For identification purposes only
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Ms. Zheng Dongyu (# % ifi ), aged 66, 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 of the Company.

Ms. Zheng served as a lecturer at the School of Law of Yunnan
University (Z£f KX £) 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 (2 B &1t
KEEB MDA MR A A (a company listed on the National Small and
Medium-sized Enterprise Share Transfer System, stock code 832848)
and Kunming Yunnei Power Co., Ltd. (a company listed on the
Shenzhen Stock Exchange, stock code: 000903) and an independent
director of Yunnan Gold Mining Group Co., Ltd. (E @ = & 18 ¥ &
% 7 B BR A d). Ms. Zheng served as an independent director of
Yunnan Nantian Electronics Information Co., Ltd (E@#E X & F 1 &
E XM AR A F)) (a company listed on Shenzhen Stock Exchange,
stock code 000948), Yunnan Yuntianhua Co., Ltd (Efm@ E Xt KD B
[R 2 A]) (a company listed on Shanghai Stock Exchange, stock code
600096) and Huaneng Lancang River Hydropower Inc. (£ & 5 8 /T
KERMDBRRR

stock code 600025).

A)) (a company listed on Shanghai Stock Exchange,

Ms. Zheng graduated from the Southwest University of Political
Science and Law (7 7 E 7% K 2) with a bachelor of laws degree in
July 1984 and obtained a master of laws degree from Peking University
(3t = K E ) in July 2000.

Mr. Ong King Keung (E#3), aged 47, joined our Group in
November 2021 and was appointed as an independent non-executive
Director on 12 November 2021. Mr. Ong participates in making
significant decisions and advises on corporate governance, connected
transactions and various matters concerning Directors and senior
management. Mr. Ong is currently the chairperson of the Remuneration
and Appraisal Committee and a member of the Audit Committee and
the Nomination Committee of our Company.

Mr. Ong is an independent non-executive director of Risecomm Group
Holdings Limited (a company listed on the Main Board of the Stock
Exchange, stock code: 1679). He currently serves as the company
secretary of Harbour Digital Asset Capital Limited (formerly known as
Unity Investments Holdings Limited, a company listed on Main Board
of the Stock Exchange, stock code: 913).
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Mr. Ong was an independent non-executive director of China Water
Affairs Group Limited (a company listed on the Main Board of the
Stock Exchange, stock code: 855) for the period from March 2007 to
November 2019; and an independent non-executive director of Tech
Pro Technology Development Limited (a company listed on the Main
Board of the Stock Exchange, stock code: 3823, but de-listed with
effect from 2 March 2020) for the period from March 2017 to February
2019, respectively.

Mr. Ong had also been an independent non-executive director of
Deson Construction International Holdings Limited (now known as
Smart City Development Holdings Limited, a company listed on the
GEM of the Stock Exchange, stock code: 8268) since December 2014
and was subsequently re-designated as a non-executive director since
December 2015. In July 2019, Mr. Ong resigned as a non-executive
director of the company; and served as an independent non-executive
director of My Heart Bodibra Group Limited (currently known as Ocean
Star Technology Group Limited, a company listed on the GEM of the
Stock Exchange, stock code: 8297) for the period from December 2017
to May 2021. He also served as an independent non-executive director
of Bingo Group Holdings Limited (a company listed on the GEM of
the Stock Exchange, stock code: 8220) from December 2016 to May
2022 and an independent non-executive director of K Group Holdings
Limited (a company listed on the GEM of the Stock Exchange, stock
code: 8475) from May 2021 to June 2022.

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.

During the Reporting Period, Mr. Ong was named as one of the
respondents in a petition filed by the Securities and Futures
Commission of Hong Kong. For details, please refer to the Company’s
announcement dated 17 May 2022.
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D. SUPERVISORS

Mr. Na Zhigiang (38 % 3 ), aged 61, 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 (FBEI X EEZME L 8
@ # ) in Yunnan Province, the PRC, in December 2004, majoring in

economics and management.

Mr. Yao Jianhua (#k & #£), aged 64, joined our Group in November
1995 and has been an employee representative Supervisor of our
Company 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.

Prior to joining our Group, Mr. Yao served successively as a section
clerk and deputy section chief of Kunming Municipal Facilities
Management Cashier Office (£ B3 ™ ™ X &% it W & & 12 &2 ) from
February 1988 to February 1998, and deputy chief of the Management
Cashier Office of Kunming City Drainage Company Limited (& B3 3 1
Bk A AU B & I8 BZ ) from February 1998 to June 1999.
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Mr. Yao graduated from Chinese People’s Liberation Army Kunming
Army College (F Bl A K ## i F 2 85 F 2 F7 ) in Yunnan Province,
the PRC, majoring in political theory in July 1999.

Mr. Shao Wei (&P 1#), aged 42, joined our Group on 7 May 2016 and
is a Supervisor of our Company 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. (EFRE R F e REXREEL A
[ 2 &]) 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., Lid. (R A —EREEBFERBEAR
‘~ 7]) since March 2018. He has also served as the executive deputy
general manager of Kunming Petrochina Kunlun CNG Co., Ltd. (£ 8
FARABE®BERXARRAERRQA) since March 2019, a director of
such company since June 2020, and ceased to served at the company
in June 2021. He has served the chairman of the board of supervisors
of Kunming Petrochina Energy Investment and Development Co.,
Ltd. (E2 83 # 1 82 JR 1% & % & B BR 2 A]) since March 2021. He has
also concurrently served as the deputy general manager of Kunming
Kangju Industrial Development Co., Ltd. (E B EE (X H X A R
2~ |]) since April 2021, and as the legal representative, executive
director and general manager of such company since October
2021; and concurrently served as an executive director and deputy
general manager of Kunming Yunzhong Recreation Investment and
Development Co., Ltd. (2 B E #F fE & % & i % B R 2 7)) since April
2021, and as the legal representative, executive director and general
manager of such company since November 2021.

Mr. Shao worked at Yunnan Yatai Electronic Information Technology
Co., Ltd. (2B & X & F {5 & & il B BR 2 &) from March 2004 to
March 2009. He worked at the financial department of and served as
the deputy director of legal and risk control department of Yunnan
Electrical and Mechanical Equipment Corporation (£ f & # & & 5
48 7 7)) from May 2010 to August 2011 and May 2012 to November
2015, respectively. He worked at Yunnan Yunrui Automobile Sales and
Service Co., Ltd. (EM Em A B H E R & A B 2 7A) from August
2011 to May 2012, responsible for financial management.
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Mr. Shao graduated from Kunming University of Science and Al £ R2010F7A B XN PR EMEEHET
Technology (R B2 T A £) in Yunnan Province, the PRC, majoring A2 T & EE /(L H % - X2010F9F E S &
in accounting computerisation in July 2010. He received a certificate B M FERIMEKLEE  WHR2018F6 A=
in accounting (intermediate level) in September 2010 and obtained the &€t B ERIMEKHFE -

professional and technical qualification certificate of senior accountants

in June 2018.

E. SENIOR MANAGEMENT

m
i
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ez
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Each member of our senior management satisfies the qualification SEAEEEXEY REHEBR B LR L AR Y
requirements under the relevant PRC laws and regulations for hisor EfITBUMNEREZ Rk - aHEREEEA QA
her position. The senior management is responsible for the day-to-day HEEXBHNEE - TREFINRBEHFREBS S
management of our business. The following table sets forth the HEEENKEHNE R :

information regarding our senior management as at the end of the

Reporting Period:

Relationship
with other
Directors,

Supervisors

Date of and senior
Name Age Position Roles and responsibilities ~ Appointment date joining our Group management
BEpES:
MAKE B BEREH
4 =3 S {0} BERKE ZEHE =8 EREHERE
Mr. Chen Changyong 53 Executive Director  Participate in the Company's ~ Appointed as General Manager in 10 July June 2019 None
and General strategic decision-making 2019 and as Executive Director on 19
Manager and be responsible for the June 2020
Company’s operation and
management
REBELE 53 HES SENAHBARR 019F7TA10REZARBERR 201946 A4 i
Fumm REARAIMERER R200F6A19REZARNITES
Mr. Luo Yun 44 Executive Director ~ Responsible for supervising  Served as Deputy General Manager from June 2013 None
and Deputy our Company’s investment January 2015 to 7 February 2023 and as
General strategies, market Executive Director from 23 June 2016 to
Manager expansion and production 6 April 2023
safety and environmental
protection
BExA 44 HER BEEERRANKE 015F122023F2A7TAAEIAKER 2013564 &
RElEEE KB THERARZ 2 7201666 A23 A 202354 A6H

EERRRRELR FHTES
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Mr. Chen Changyong (B & B) is an executive Director and the
general manager of our Company. Please see the section headed
“Profiles of Directors, Supervisors and Senior Management — A.
Executive Directors” in this report for details of Mr. Chen Changyong’s
biography.

Mr. Luo Yun (% £) served as an executive Director and the deputy
general manager of our Company during the Reporting Period. Please
see the section headed “Profiles of Directors, Supervisors and Senior
Management — A. Executive Directors” in this report for details of his
biography.

Except as disclosed above:

(1) none of our Directors has any interests in any business, which
competes or is likely to compete, either directly or indirectly,

with our business;

(2) none of our Directors, Supervisors and senior management has
been a director of any public company, the securities of which
are listed on any securities market in Hong Kong or overseas in
the three years immediately preceding the date of this report;
and

(3) there is no other information that needs to be brought to the
attention to the Shareholders under Rule 13.51(2) of the Hong
Kong Listing Rules.
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F. COMPANY SECRETARY

As at the end of the Reporting Period, Mr. Chiu Ming King (i BHI%) is
our company secretary.

Mr. Chiu Ming King (## B3 =) currently serves as the head of corporate
and fund services at Vistra Corporate Services (HK) Limited. He has
over 10 years of experience in the company secretarial field.

Mr. Chiu was elected as an associate and a fellow of The Chartered
Governance Institute in the United Kingdom in 2003 and 2015,
respectively, and admitted as an associate and a fellow of The Hong
Kong Chartered Governance Institute (‘“HKCGI”) (formerly known as
The Hong Kong Institute of Chartered Secretaries) in October 2003 and
September 2015, respectively. He is also a holder of the Practitioner’s
Endorsement Certificate issued by HKCGI. He has been a chairman of
the Professional Services Panel and a council member of HKCGI.

Mr. Chiu obtained a bachelor of arts from University of Toronto in
Toronto, Canada, in June 1999 and received a master of arts in
professional accounting and information systems from City University
of Hong Kong in November 2003.
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CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS

The Board hereby submit their report together with the audited financial
statements of the Group for the year ended 31 December 2022.

A. BUSINESS REVIEW

1. Operating Environment and Prospects

The “14th Five-Year Plan” period is a critical period for China to further
promote the construction of ecological civilization, a window period to
continuously implement the tasks of pollution control and prevention,
and a construction period to achieve the ambitious goal of “carbon
neutrality”. With the resumed development of China’s economy and
society and the introduction of relevant policies, the industry is facing
a favourable external environment for development as the benefits of
policies continue to emerge in water industry. At the same time, with
the continuous promulgation and improvement of relevant national
policies on the environmental protection industry, the market size
of the environmental protection industry has maintained continuous
growth. On the one hand, the traditional inventory market is gradually
saturated and the main direction of development is to improve quality
and efficiency to upgrade and transform the industry. On the other
hand, policy guidance in each sub-sector has become more precise
and specific and operational standards have become clearer, making
deeper and more refine work in the sub-sector an important focus.
In the face of fierce market competition and higher standards of
environmental protection, it is necessary for enterprises in the industry
to further focus on their development needs, accelerate research
and development of new technologies, shape core technological
advantages, enhance comprehensive service capabilities and
operational efficiency, build up high-quality brands and improve market
competitiveness.
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The Company is a leading wastewater treatment and reclaimed water
services enterprise in Yunnan Province, the PRC, and a relatively
large wastewater treatment company in Yunnan Province, the PRC.
The Company enjoys rights to provide wastewater treatment services
in Kunming and certain other parts of China. The concession helps
the Company maintain and consolidate its operating advantages and
competitive edge in the water market in Yunnan Province.

The Company adheres to the operation strategy of “unitary domination
with diversified development”, and extends its industrial chain,
from wastewater treatment to reclaimed water utilisation, sludge
resource utilisation, running water supply and other related sectors,
with operations gradually expanding to solid waste treatment,
soil restoration, watershed management, clean energy, scientific
research cooperation, project incubation and other areas of
“Macro Environmental Protection”. After years of accumulation and
practical innovation, the Company has developed a series of unique
business concepts and models and has a high-quality and long-term
water-related business management operation team and a professional
team with strong technical strength, laying a solid foundation for
continuous and high-quality corporate development.

In the future, in the face of complicated external environment and
severe economic situation, and under the market environment of
intensified market competition and increasing industry concentration,
the Company will adhere to the general working keynote of “stability
is the first and foremost”, continue to give full play to its own
advantages, unswervingly implement the general strategy, objectives
and requirements of innovation-driven and high-quality development,
maintain strategic stability, consolidate the foundation of development,
steadily cope with various risks and challenges and make every effort
to stabilise the overall situation of the Company’s development to
ensure high-quality and sustainable development of the Company.

2. Business

For principal business activities of the Company during the Reporting
Period and the discussion and analysis thereof, please refer to the
section headed “Management Discussion and Analysis — C. Business
Review”.
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CHAPTER EIGHT

Key Financial Ratios

The following table shows some major financial ratios of the Group to

reflect the Group’s profitability, operational capabilities and solvency,

for Shareholders to analyse the Group’s potential to grow and develop:

Gross profit margin®
Net profit margin®
Return on equity®
Return on total assets®
Current ratio®

Quick ratio®

Gearing ratio®

EFEO
FRERE

o 7 B 3 R O
BEEEDRE®
RE RO

BB KO
FEERMGLEOD
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3. B %5 A 42 15 AR

TREJINAEEETIEMHLE URRAE
Eehv@EAee s BEROREGREN UAHERY
AEBMKEMEREDIEL DN :

As at or for the year ended
31 December
®12A31 B

RBE12A3MBLEE

2022 2021
2022 £ 20214
41.5% 31.3%
15.7% 14.7%
7.0% 7.7%
2.8% 2.8%
102.2% 93.5%
101.6% 93.2%
54.4% 52.2%

Notes:

(1

(2

®)

4)

®)

(6)

7

Equals to gross profit divided by our total revenue for the same period.

Equals to profit for the year divided by our total revenue for the same
period.

Represents profit for the year as a percentage of total equity for the
same period.

Represents profit for the year as a percentage of total assets for the
same period.

Equals to current assets divided by current liabilities as at the end of the
period.

Equals to current assets less inventories divided by current liabilities as
at the end of the period.

Calculated as net debt divided by total capital at the end of the
period. Net debt is calculated as total borrowings less cash and cash
equivalents at the end of the period. Total capital is calculated as total
equity plus net debt.

() SREHNBURMRAFBMOLEA -

(2) ERFERFERARMARERDENBKA -

(3) FAMNBMEERDARESEENBILL -

(4) FAMNBMEERAREEENE DL -

ki

(5) ERMBEERUNBRRDEE -

ki

(6) RRBEERFEBRUAGARABAE -

(7) REBIEHRAIREABEAE - BHFRR
ERBBERARRERREEZENAE -BELLE
HREGEENER FEAH -
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Gross profit margin and net profit margin

Please refer to “Management Discussion and Analysis — E. Financial
Review — 1. Consolidated Results of Operations” for a discussion
of the factors affecting our gross profit margin and net profit margin
during the Reporting Period.

Return on equity

Our return on equity decreased from 7.7% in 2021 to 7.0% in 2022,
which was mainly due to the increase in total equity of RMB221.8
million in 2022.

Return on total assets

Our return on total assets remained at 2.8% in 2022 and 2021.

Current ratio and quick ratio

Our current ratio and quick ratio increased from 93.5% and 93.2%
as of 31 December 2021 to 102.2% and 101.6% as of 31 December
2022, respectively, primarily because current liabilities decreased by
RMB868.3 million in 2022.

Gearing ratio

Please refer to “Management Discussion and Analysis — E. Financial
Review — 4. Indebtedness” for a discussion of the factors affecting our
gearing ratio during the Reporting Period.

Based on the above indicators, we believe that the Group possesses
strong competitiveness and operational capabilities to create value for
Shareholders on an ongoing basis.
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4. Laws, Regulatory and Compliance Matters

Our operations are subject to various national and local laws and
regulations governing environmental protection, safety production and
product quality, among others. As for our compliance measures, we
aim to meet regulatory and industrial standards of the relevant central
and local government authorities and our industry associations.

During the Reporting Period, Hongyu Thermal Power, a subsidiary of
the Group, as a defendant, was involved in a litigation in the Shaoxing
Municipal Intermediate People’s Court, Zhejiang Province (Ji /T & %A
#1H A A RJAPFT), where the plaintiff claimed that it had signed an
equity transfer agreement with Hongyu Thermal Power and three other
defendants on 7 March 2015, and applied to the Shaoxing Municipal
Intermediate People’s Court, Zhejiang Province to hold Hongyu
Thermal Power and the other defendants liable for the equity transfer
consideration, late payment fee and other costs of approximately
RMB140 million in relation to the dispute over the equity transfer
agreement. For details, please refer to the Company’s announcement
dated 9 May 2022.

On 7 June 2022, the Plaintiff applied to the court for withdrawal of the
litigation against Hongyu Thermal Power and one of the remaining
defendants. After examination, the Shaoxing Municipal Intermediate
People’s Court, Zhejiang Province ruled to allow the plaintiff to
withdraw the litigation against Hongyu Thermal Power and one of
the remaining defendants. For details, please refer to the Company’s
announcement dated 15 June 2022. Such material litigation did not
have a significant financial or operational impact on the Company.

Save as disclosed above, during the Reporting Period, there are no
material pending or threatened litigation matters or other proceedings,
and the Group is not involved in any litigation or other proceedings that
would materially and adversely affect our business, financial condition
or results of operations.

Directors confirmed that during the Reporting Period, the Group had
complied with the applicable PRC laws and regulations in all material
respects, and did not have any incidents of material non-compliance,
and had obtained all relevant permits, approval documents,
qualifications, authorisations and approvals that are material to our
business operations.
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5. Major Financial Risk Factors

The major risks that the Company’s business is exposed to are as
follows:

Market Risk
(i) Foreign exchange risk

The Group is exposed to foreign exchange risk primarily arising from
currency exposure with respect to Hong Kong dollars (“HKD”) and
United States dollars (“USD”). Foreign exchange risk mainly arises
from cash and cash equivalents and borrowings denominated in HKD
and USD.

As at 31 December 2022, if HKD had strengthened/weakened by 1%
(2021: 1%) against RMB, with all other variables held constant, post-tax
profit for the year would have been approximately RMB6,442,000
lower/higher (2021: RMB9,148,000 lower/higher) as a result of foreign
exchange losses/gains on translation of HKD denominated assets and
liabilities.

As at 31 December 2022, if USD had strengthened/weakened by 1%
(2020: 1%) against RMB, with all other variables held constant, post-tax
profit for the year would have been approximately RMB634,000 lower/
higher (2021: RMB10,903,000 lower/higher) as a result of foreign
exchange losses/gains on translation of USD denominated assets and
liabilities.

(i) Cash flow and fair value interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
interest rates. The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s borrowings.

Borrowings obtained at variable rates expose the Group to cash flow
interest-rate risk. Borrowings obtained at fixed rates expose the Group
to fair value interest-rate risk.

Borrowed weighted average effective interest rate and borrowing
maturity date are disclosed in Note 30 to the consolidated financial
statements.
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As at 31 December 2022, if the interest rate on floating interest rate
borrowings had been higher/lower by 0.5% (2021: 0.5%), the Group’s
net profit for each year would have changed mainly as a result of
higher/lower interest expenses on floating rate borrowings. Details of
changes are as follows:

HEAFEIL:

F B8 OB 4,4
— 1% 10.5%
—8 2 0.5%

Year ended:

Net profit (decrease), increase
— 0.5% higher
— 0.5% lower
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202212 A318 - FBHF R EROHME LT
T B#0.5% (2021: 0.5%) * Bl K 5 @ 3% F [ /)% 7 )8
BEEEL T ERRBFHNEEXROMNEEH
EFA TR BBEEWT

Year ended 31 December
BZE12A3MBLLEE

2022 2021
2022 & 20214
RMB’000 RMB’000
AR¥Frx AREFoT
(15,129) (17,546)
15,129 17,546

Credit risk and impairment assessment

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Group. The
objective of the Group’s measures to manage credit risk is to control
potential exposure to recoverability problem.

The Group’s credit risk exposures are primarily attributable to
trade and other receivables, receivables under service concession
arrangements, amounts due from customers for construction contracts,
contract assets, financial assets at amortised cost, cash and bank
balances and restricted funds. The Group does not hold any collateral
to cover its credit risks associated with its financial assets and contract
assets (including amounts due from customers for construction
contracts), except for financial asset at amortised cost. The amounts
presented in the consolidated statement of financial position are net of
loss allowance.

The Group performed impairment assessment for financial assets
and contract assets (including amounts due from customers for
construction contracts) under ECL model. For trade and other
receivables, receivables under service concession arrangements,
amounts due from customers for construction contracts and contract
assets, the balances are primarily derived from local governments,
PRC state-owned entities and quasi-government organisations. As the
Group’s historical credit loss experience does not indicate significantly
different loss patterns for these customers, the loss allowance
based on past due status is not further distinguished between these
customers.
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Information about the Group’s credit risk management, maximum
credit risk exposures and the related impairment assessment are
summarised as below:

(i) Trade receivables

In order to minimise the credit risk, the Group determines credit
limits, credit approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue trade receivables. In
addition, the Group reviews the recoverable amount of each individual
debt regularly. In this regard, the Group’s credit risk is significantly
reduced.

The Group’s exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry in
which the customers operate and therefore significant concentrations
of credit risk primarily arise when the Group has significant exposure
to individual customers. At 31 December 2022, the Group had a
certain concentration of credit risk as 53% (2021: 52%) and 82% (2021:
78%) of the total trade receivables was due from the Group’s largest
customer and the five largest customers respectively.

In addition, the Group applies the IFRS 9 simplified approach to
measure ECL which uses a lifetime expected loss allowance for all
trade receivables, which are assessed on collective basis by using
a provision matrix except for items that are subject to individual
assessment. The Group categorises its trade receivables based
on past due status. As the Group’s historical credit loss experience
does not indicate significantly different loss patterns for different
customer segments, the loss allowance based on past due status
is not further distinguished between the Group’s different customer
bases. Impairment loss of approximately RMB25,053,000 (2021:
approximately RMB21,586,000) is recognised during the year.

(i) Receivables under service concession arrangements, amounts

due from customers for construction contracts

The Group has periodic collectively and individually assessed
allowance for credit losses for its receivables under service concession
arrangements, amounts due from customers for construction contracts
at the end of the reporting period based on internal credit rating, their
ageing, historical observed default rates based on 12-month ECL
and adjusted for forward-looking information that is available without
undue cost or effort. These customers are local governments, PRC
state-owned entities and quasi-government organisations, which are
financially sound and there is no significant credit risk with these
customers.
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Impairment loss on receivables under service concession
arrangements of approximately RMB26,026,000 (2021: approximately
RMB15,981,000) and reversal of impairment loss on amount due from
customers for construction contracts approximately RMB6,820,000
(2021: impairment loss of approximately RMB14,112,000) is
recognised during the year respectively.

(iii) Contract assets

In determining the ECL for contract assets, the Group has made
individual assessment on the recoverability of contract assets
based on historical settlement records, past experience, and also
forward-looking information. These customers are local governments,
PRC state-owned entities and quasi-government organisations, which
are financially sound and there is no significant credit risk with these
customers.

(iv) Other receivables

The Group makes periodic collective assessments as well as individual
assessment on the recoverability of other receivables based on
historical settlement records, past experience, and also quantitative
and qualitative information that is reasonable and supportive available
forward-looking information. The Group believes that there are
no significant increase in credit risk of these balances since initial
recognition and the Group provided impairment based on 12-month
ECL, except certain balance of other receivables of approximately
RMB8,782,000 (2021: approximately RMB3,000) which was specifically
assessed for impairment based on lifetime ECL and the recovery was
considered to be remote by the Group due to unfavourable event,
as a result, impairment loss on certain balance of approximately
RMB8,782,000 (2021: approximately RMB3,000) was recognised
during the year. Total impairment loss on other receivables of
approximately RMB16,227,000 (2021: approximately RMB1,914,000)
is recognised during the year.

(v) Other financial assets at amortised cost

The Group makes periodic individual assessment on their recoverability
based on historical settlement records and also quantitative
and qualitative information that is reasonable and supportive
forward-looking information. At 31 December 2022, the Group had
made an accumulated lifetime loss allowance on credit-impaired
balance (2021: balance with recoverability in doubtful) of approximately
RMB60,000,000 (2021: approximately RMB6,000,000).
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(vi) Bank balances and restricted funds

All the cash and bank balances and restricted funds were deposited
in the major financial institutions in the PRC and Hong Kong, which
the Directors believe are of high credit quality. Therefore, the Group’s
exposure to credit risk arising from these balances is limited.

Liquidity risk

Our objective is to maintain sufficient cash and sources of funding
through available banking facilities and maintain flexibility in funding
by maintaining committed credit lines. We had net current liabilities
of RMB91.6 million as of 31 December 2022. With respect to our
future capital commitments and other financing requirements, we had
unutilised banking facilities of RMB1,619.8 million as of 31 December
2022.

To manage the liquidity risk, our management monitors rolling
forecasts of our liquidity reserve (including undrawn banking facilities)
and cash and cash equivalents on the basis of expected cash flows.
We expected to fund the future cash flow needs through cash flows
generated internally from operations and borrowings from financial
institutions.

6. Significant Subsequent Events

There were no significant events affecting the Group after the year end
and up to the date of this report.

7. Relationship with Employees

As of 31 December 2022, we had 1,492 full-time employees, all of

(i) HRITHER

MENREERTHERIBRIESHEFHRRF
H&%?%E’J?EEA%E%ﬁ%'%%ﬂﬁﬁﬁ RE &g
A ARERZEESEENERRRER -

=g

BMOEBEERBBAUSNRITIEELABAENER
EMESRF UBBERFAXEEEERRE
BeHEBEEME R2022F 128318 RO ARBE
EFEAARBI6EE L BREMEARNELR
MARZREMBERKME - K2022F12A318 -
BMAEBRDARTHREARK1,61988 & T °

REERBMURR EEEBEERMERRBE
TRBEFARROBTRE ORGP HEYIMNE
EM‘EaJrfEﬁ/ﬁ%E’\Jiﬁﬁ&ﬁ@vE%f’ﬁzﬁiﬁ,ﬁﬁ
BAMKLZEHELINRERENRA S BE
BREREmEARARBRERERZ R -

6. EXHEER

RERZBREEARSHH
EXRER-

MEFEARAREN

7. HETHRERRF

M2022F 12 A31H M E149222BEE 2

whom were in China and most of whom were based in Yunnan. The SEHE  ALOEEFE o & 5 5 & 1 & = 2022
following table sets forth the breakdown of our employees by function 12 A31BiZBE2 D NIERERM
as of 31 December 2022:

Number
Function B B A#"
Management and Administration ERRITHE 191
Finance B 7% 56
Research and Development ot 8% 66
Quality Monitoring B e A 250
Marketing =i 17
Operations B 867
Construction and Maintenance = HEE 45
Total @t 1,492
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We recruit our employees on the open market. Compensation for our
employees includes basic wages, performance-based wages, bonuses
and other staff benefits. For the years ended 31 December 2021 and
2022, our employee benefits amounted to approximately RMB185.2
million and RMB215.5 million, respectively.

We believe our employees are the most valuable resources to achieve
our success. To ensure the quality of our employees at all levels, we
have in-house training programs to train our staff. New employees at
our production facility receive trainings pertinent to their job duties.
We also own Kunming Dianchi Water Treatment Vocational Training
School, which provides more training courses for our employees.

The labor union communicates closely with the management regarding
labor matters and represents our employees’ interests. During the
Reporting Period, we had not experienced any interruptions to
our operations caused by major labor disputes and there were no
complaints or claims from our employees which had a material adverse
effect on our business. The Directors believe that we have a good
relationship with our employees. During the Reporting Period, the
Group had no major labor disputes which might produce significant
impact on the normal business and operation of the Group.

8. Relationship with Customers

Customers of our wastewater treatment services were primarily
local governments in Yunnan Province, the PRC. Customers of our
reclaimed water supply services were municipal government agencies,
public parks and residential property management companies.
Customers of our running water supply service were generally local
residents, commercial and industrial users and other institutions
located in the areas covered by our concession agreements.

Our largest customer during the Reporting Period was the Kunming
Finance Bureau. The revenue attributable to our largest customer
was approximately RMB905.1 million, accounting for approximately
43.8% of the total revenue of the Group. During the Reporting
Period, the revenue attributable to our top five largest customers
was approximately RMB1,405.5 million, accounting for approximately
68.0% of the total revenue of the Group.
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Our revenue mainly comes from wastewater treatment service in
Kunming. The wastewater treatment fee paid to us came either
from government purchase, or direct collection from individuals and
entities using self-supplied water sources. Of those fees, payment
from government purchase comes directly from the Kunming Finance

Bureau which was our largest customer during the Reporting Period.

During the Reporting Period, we also provided management services
to our Controlling Shareholder. Our other major customers included
Housing and Urban-Rural Construction Bureau of Zhaotong City and
Xundian County Government, etc. We provided wastewater treatment
and construction services to Xundian County and Zhaotong City under
the relevant concession agreements.

Except for our Controlling Shareholder, all of our five largest customers
are independent third parties, and none of our Directors, their
close associates or any Shareholder (who, to the knowledge of our
Directors, owned more than 5% of our Company’s issued shares) had
any interest in any of our five largest customers during the Reporting
Period. We did not have any major customers who were also our
suppliers.

9. Relationship with Suppliers

Our principal suppliers are power suppliers who provide electricity to
our facilities, construction contractors who designed and constructed
our facilities and suppliers of raw materials including wastewater
treatment chemicals and other equipment maintenance replacements.
We have been working with our major suppliers for a period ranging
from one to more than five years.

During the Reporting Period, our largest supplier was Kunming Power
Supply Bureau of Yunnan Power Grid Company Limited, our purchase
from the largest supplier amounted to approximately RMB96.9 million,
accounted for approximately 10.1% of the total purchase of the
Group. During the Reporting Period, our purchase from the top five
suppliers amounted to approximately RMB305.1 million, accounted for
approximately 31.6% of the total purchase of the Group.
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EENXNFREZORATYRR(@HREHRAR
BPMEREP) BRI A -

RAREHN BMUTMIERBRREREEERSE - &

MEMEFERFAERETEER SAEKRE

%oﬁﬁﬂfﬁﬁ%ﬁm“%% mEa% BA
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9. B2 4% FE 7 RY BR &
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Our major suppliers include Kunming Power Supply Bureau of Yunnan
Power Grid Company Limited which provides electricity for our
operation, construction contractors such as China Europe International
Construction Group Limited and Hunan No.4 Engineering Co., Ltd.
which undertake the construction portions of our projects and raw
materials providers such as Hunan Yuze Energy Trading Co., Ltd. and
Shaanxi Guoyafangfang Energy Technology Co., Ltd. which provide
water treatment chemicals and others materials for the operation and
maintenance of our facilities.

All of our top five suppliers are independent third parties based in
China, and none of our Directors, their associates or any Shareholder
(who, to the knowledge of our Directors, owned more than 5% of
our Company’s issued shares) had any interest in any of our top five
suppliers during the Reporting Period. We did not have any major
suppliers who were also our customers. We did not enter into any
long-term agreements with our major suppliers during the Reporting
Period.

Except for our utility service providers, we have established a
centralised procurement policy for our cooperated suppliers. Under
such policy, our subsidiaries are required to solicit bids from different
suppliers, and select the suppliers based on price, quality, and
timely delivery of the products. All supply contracts will be required
to be reviewed and approved by the headquarters which will conduct
periodic tests to check the quality of the delivered products.

We have sourced our raw materials from a few local suppliers located
near Kunming in order to benefit from the economies of scale and
convenient transportation, which allowed for faster and cheaper delivery
of raw materials. We generally pay our suppliers within 10 to 15 days after
receiving the delivery of goods, subject to internal review and approval.
For our major suppliers, we often settle accounts monthly, and as of 31
December 2022, we did not have any payments in arrears.
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We may from time to time cooperate with any suppliers in the market
who offer similar raw materials with terms comparable to our existing
suppliers so as to replace the existing suppliers. To mitigate the risks
associated with any reliance on our major suppliers, we periodically
seek potential alternative suppliers and obtain quotations from such
suppliers with a view to keeping in contact with potential suppliers. In
addition, in order to secure reliable supply channels and ensure the
quality of our supplies, in 2015, we acquired 51% interest in Kunming
Heertai Environmental Industry & Trade Co. Ltd. (£ 83 A M Z= & &
TE BB EMTAA), a producer of wastewater treatment chemicals,
from which we intend to procure a majority of our chemicals in the
future. As of 31 December 2022, we had not experienced any material
difficulty in obtaining any utility services, construction services, or
supplies of raw materials or equipment for our business operations.

10. Environmental Policies and Performance

We must observe the national and local environmental protection laws
and regulations in China, including the Environmental Protection Law
of the PRC ({(H 2 A R & M IR 3% (R & /%)), the Law of the PRC on
the Prevention and Control of Water Pollution ({# # A & £ F & /K5
B3R 3%)), the Water Law of the PRC ({1 # A R £ #1 & /K %)), the
Regulations on Urban Drainage and Sewage Treatment ({3 $& #E 7Kk &2
35 7K B2 ¥ 1% f51)) and Yunnan Dianchi Lake Protection Regulations ((&
FA AR AR ERBD).

We have implemented the corresponding measures in the operation
of our business to ensure the compliance with the applicable
requirements under the PRC environmental protection laws and
regulations. As of 31 December 2022, we had not received any
material claims issued for failing to comply with the relevant licensing
and environmental requirements.

As of 31 December 2022, we obtained all the material environmental
licenses and certificates for each of our facilities, and we had complied
in all material respects with the relevant environmental laws and
regulations.

Our environmental compliance expenses were RMB8.5 million and
RMB10.6 million for the years ended 31 December 2022 and 2021,
respectively. To the best of our Directors’ knowledge, information and
belief, we do not expect our costs of compliance with environmental
laws and regulations to increase significantly in the near future.
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B. BUSINESS PERFORMANCE

The audited results of the Company and its subsidiaries for the year
ended 31 December 2022 are stated in the Consolidated Statement of
Profit or Loss and Other Comprehensive Income on pages 160 to 161.
The financial positions of the Company and its subsidiaries for the year
ended 31 December 2022 are stated in the Consolidated Statement of
Financial Position on pages 162 to 163. The consolidated cash flows
of the Company and its subsidiaries for the year ended 31 December
2022 are stated in the Consolidated Statement of Cash Flows on
pages 165 to 166.

The discussion and analysis on the Group’s business performance and
financial position for the current year are stated under “Management
Discussion and Analysis” on pages 20 to 61 hereof.

C. SHARE CAPITAL

As of 31 December 2022, the Company had issued 1,029,111,000
shares (comprising 689,088,000 Domestic Shares and 340,023,000 H
Shares) with a nominal value of RMB1 each.

D. ISSUANCE OF CORPORATE BONDS

We issued corporate bonds with par value of RMB700.0 million for a
term of 7 years, bearing interest at 4.35% per annum on 25 December
2015. At the end of the fifth year, the Company may adjust the interest
rates for the remaining two years. In the event that investors disagree
with the adjustment made to the interest rates, they may choose to
demand for an early redemption of corporate bonds outstanding.

In 2020, the Company has repurchased the corporate bonds with a
nominal value of RMB660.0 million, and reduced the coupon rate of
the bonds to 4.15%, which will remain unchanged in the sixth and
seventh years of its lifetime (from 25 December 2020 to 24 December
2022). On 24 December 2022, the bonds became due, the Company
completed the repurchase of the remaining bonds, and the principal
and interest on the bonds were settled as at the end of the Reporting
Period.

Save as disclosed above, during the Reporting Period, the Company
did not repurchase or issue any other corporate bonds.

E R

REPORT OF THE BOARD OF DIRECTORS
ENE EEEHH

B. ¥4
AREMBAREE2022F12A31B It EE

/N
KEFEFEINEIOEZF11ENAHER R
Htmz2EBER  ARR REKB QA ZE2022
FR2ANBUEFENMBERRINEI2EEE
163EMEHTBMRRE - ARG REMERAE
Z20222FNANBUEFENEHBAEREEERE
165EEZF166EMAEHRERER

EMASEAFENEAERE HBRROH B
EON MR AT HRE0EEE1E 0T IEE
3RS -

cC. HBEx

M2022F12 A318 A 2 7 2 % 171,029,111,000
% B% 19 (B2 #5 689,088,000 % A & % K 340,023,000 %
HER) BREEAARB1IT-

D. RABEHET

KD R2015F12 A28 R EBTHES AR
B7000E BT RRES HR7TE FH XA
435% - MEBSFE R ARAAFAZHR TR EDNF
X WREETAEHFEMIERE  AJREEZX
RABELOREENLBESR -

\2020¢~$/‘ﬂamﬁﬁéﬁ1§%/\§ﬁ%6eooﬁ
%maﬁ“ B R THBESR X B415%
EFEHAK %61%7¢(2020¢12ﬂ 25H ZE 2022
¢12ﬂ24E|)lmT“ R2022F12 248 #%1&
F0HH ARAEEKEAKELFNEE  BER
LR ZBEFLASRAEBHEATEE -

B EENIN RBRER AR T

= AN
BITEARARESEEHE-

AHMBKBERMERLE 2022 FERE

89



CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS

BFNE EEEHRE

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

Save as disclosed in “D. Issuance of Corporate Bonds” in this section,
neither the Company nor any of its subsidiaries had made any
purchase, sale or redemption of the Company’s listed securities during
the Reporting Period.

F. SHARE SCHEMES AND
EQUITY SECURITIES

ISSUANCE OF

As at 31 December 2022, the Company or any of its subsidiaries
had no share option schemes and share award schemes. During the
Reporting Period, there was also no issuance of equity securities
(including securities convertible into equity securities) for cash.

G. PRE-EMPTIVE RIGHT TO ACQUIRE

In accordance with the Company Law of the PRC, other applicable
laws and regulations and the provisions of the Articles of Association of
the Company, there are no provisions in relation to the Shareholders’
entitlement to the pre-emptive right to acquire.

H. RESERVE AND DISTRIBUTABLE RESERVE

The details in relation to the changes in the reserve of the Company
for the current year are stated in Note 41 to the Financial Statements.
Pursuant to the Company Law of the PRC, undistributed profit could
be distributed as dividend after allocation is made to the statutory
surplus reserve. According to the requirements of the Articles of
Association, when the Company is to distribute its profit after tax in the
relevant accounting year, the profit after tax shall be deemed to be the
lesser of the amounts stated in the financial statements prepared in
accordance with the China Accounting Standards and the International
Financial Reporting Standards. For the calculation in accordance with
the International Financial Reporting Standards, as at the end of 2022,
the undistributed profit of the Company amounted to RMB1,568.4
million. For the calculation in accordance with the China Accounting
Standards, as at the end of 2022, the undistributed profit of the
Company amounted to RMB1,565.7 million.
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l. PROPERTY, PLANT AND EQUIPMENT

The property, plant and equipment mainly include those property, plant
and equipment that we operate in our business and are located in
China, including such property leased during the operational lease for
our business operating under concession.

J. PROFIT DISTRIBUTION

Taking into account the future plans and the financial position and
cash flow position of the Company, the Board does not recommend the
distribution of a final dividend for the year ended 31 December 2022.

K. BANK BORROWING SAND OTHER BORROWINGS

The details in relation to the bank borrowings and other borrowings of
the Company and its subsidiaries as of 31 December 2022 are stated
in Note 30 to the Financial Statements.

L. DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

During the Reporting Period, the Board of Directors consisted of 9
Directors, among whom, 3 are executive Directors, 3 are non-executive
Directors and 3 are independent non-executive Directors. The
Directors have been appointed by the Shareholders with a term of 3
years, after which they may be re-elected.

The Board of Supervisors currently consists of 3 Supervisors, among
whom, 2 are employee representative Supervisors. The remaining
Supervisor has been appointed by our Shareholders and the current
employee representative Supervisors have been appointed by the
representatives of our labor union. The Supervisors are appointed for
a term of 3 years, after which they may be re-elected.
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During the year until the end of the Reporting Period, the information RAEEANBEEREH A ARAEE EFEFNE
regarding the Company’s Directors and Supervisors are set out as & 01 T :

follows:
Relationship
with other
Directors,
Supervisors
Date of and senior
Name Age Position Roles and responsibilities Appointment date joining our Group management
HEHBES:
BERE#H
] R R BEREE ZiERH MAFEEHAE EHENRE
Mr. Zeng Feng 58 Chairperson; Executive Director ~ Responsible for strategic 16 September 2021 August 2021 None
(Chairperson of the Strategy decision making
and Investment Decision
Committee, and member of the
Remuneration and Appraisal
Committee and the Nomination
Committee)
LEEE 58 BEEXR HOE=(EME BEARANERAR 2021597168 2021£8 &
REAREEEIHEZE
FHEZRZEQRREER
BEg®%EH)
Mr. Chen 53 Executive Director and General ~ Participates in strategic decision ~ Appointed as General ~ June 2019 None
Changyong Manager making of the Company and Manager on 10
responsible for operation July 2019 and as
management of the Company Executive Director
on 19 June 2020
REBLAE 53 BTESRALER SANTEERARR 201947R108% 2019567 &
BERRAMELER ZERBBERR
202066 A19A %
ZERBITES
Mr. Luo Yun 44 Executive Director and Deputy responsible for supervising Served as Deputy June 2013 None
General Manager (member of our Company'’s investment General Manager
the Strategy and Investment strategies, market expansion from January 2015 to
Decision Committee) and production safety and 7 February 2023 and
environmental protection as Executive Director
from 23 June 2016 to
6 April 2023
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Name

Ms. Song Hong

RAKT

Ms. Ren Na

Bzt

Ms. Yu Yanbo"

RERRLO

Mr. Zhang Yang®

FAELED

Age

F#

4

59

59

2

42

52

52

Position

B fir

ATESRALER(BBER
ERREREEE)

Non-executive Director

FUTES

Non-executive Director

FUTES

Non-executive Director

HUOTES

Non-executive Director

FUTES

Roles and responsibilities

BERRE

EEARAIMRERE.
MEARRZ2EESR
BRERELR

Participates in the development
of business strategies of the
Company

2HEUTKADANER
EREH

Participates in the development
of business strategies of the
Company

S2EHTARANER
FEBK

Participates in the development
of business strategies of the
Company

SABTRAAAMNES
ERER

Participates in the development
of business strategies of the
Company

SENEADANER

ERER

RRAEMKBERGERLA

Appointment date

ZEAH

201561 f 22023 F
2RATAEERAL

B RN2016%56 A

23BE2023F4 A
BREMHTES

23 June 2016

20166 A23H

6 November 2020, and
ceased to serve as a
non-executive Director

from 6 April 2023

202011768 1
2023546 HET
BEAFNTES

19 June 2020, and
ceased to serve as
a Non-executive
Director with effect
from 7 December
2022

202066 A19H + 1
20226 12A7HRE
TBEEFNTE

%

7 December 2022

2022512R7R
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Relationship
with other
Directors,

Supervisors

Date of and senior
joining our Group management
HEHES
RERER
MAAEEMAY EEEMNEAG
201356 A &
June 2016 None
20166 4
November 2020 None
202011 A E:
June 2020 None
20206 A :
December 2022 None
202212 A
2022 FEHRE
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Name Age

i3 3

Mr. Yin Xiaobing® 49

FRIKELEO 49

Ms. Wang 47
Dongfang®

IR Tt 47

Ms. Zheng 66
Dongyu®

LIES gt 66

Position

B fir

Independent Non-executive
Director (Chairman of the Audit
Committee and the Nomination
Committee, and member of
the Strategy and Investment
Decision Committee and the
Remuneration and Appraisal
Committee)

BuanEs(FitE8e.
REZBEIEZENRE
BERERAKEZREG HM
BERZEEER)

Independent Non-executive
Director (Chairman of the Audit
Committee, and member of the
Remuneration and Appraisal
Committee and the Strategy
and Investment Decision
Committee)

BUFHTER(FIZES

ITHEZER HFMWEZKZER
SREBEREAREERS

Z8)

@
.-
=
=

Independent Non-executive
Director (Chairman of the
Nomination Committee
and member of the Audit
Committee)

BUFHTEZ(RAZEET
FZ8 FiHZ2EE%5R)

Roles and responsibilities

BERRKE

Participates in making
significant decisions and
advises on corporate
governance, connected
transactions, and various
matters concerning Directors

and senior management

BRAELEARERREE
B4 BEXHREFR
SAERENEESER
2

el

EE

Participates in making
significant decisions and
advises on corporate
governance, connected
transactions, and various
matters concerning Directors
and senior management

SEEHEARERRCE

R BEXFREER
EREREMRBEER
HEZ

Participates in making
significant decisions and
advises on corporate
governance, connected
transactions, and various
matters concerning Directors
and senior management

SEEHBRAARRRLEE

Date of

Appointment date joining our Group
ZREHEE MAFEERHH
23 June 2016, and June 2016

ceased to serve

as an Independent

Non-executive

Director and all other

positions in the Group

with effect from 7

December 2022
2016567230 1 201656 A

202F 12878 #

TBEABIES

TEZEERAEE

MAABRB
7 December 2022 December 2022
202F12A7H 2022F12 A
18 June 2021 June 2021
202156 A18H 202156 A

A BERFREZLRRA
EREMEEFERLER
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None

None



CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS
ENE EEEHH

Relationship
with other
Directors,

Supervisors

Date of and senior
Name Age Position Roles and responsibilities Appointment date joining our Group management
REBES
BEEREHR
#a FR B BEREE ZERH MAFEENEYE EEENRR
Mr. Ong King 47 Independent Non-executive Participation in making 12 November 2021 November 2021 None
Keung Director (Chairman of the significant decisions and
Remuneration and Appraisal advises on corporate
Committee, and member of governance, connected
the Audit Committee and the transactions and various
Nomination Committee) matters concerning Directors
and senior management
IRBEE 47 BUFHOTES(FMEZRZE 2EELEARERALEE 20215118128 20215117 &
BEeIfZ8 %288 B BERSREERAR
RREZ8€%R) ERENERZERNES
Mr. Na Zhigiang 61 Chairman of the Board of Responsible for leading the 19 January 2011 February 1990© None
Supervisors, Employee daily work of the Board of
Representative Supervisor Supervisors, overseeing the

Directors, managers and other
management personnel to
ensure the compliance with
laws and regulations, the
Articles of Association and the
resolutions of Shareholders’
general meetings

iIEE: it 61 EFeIR BIARES BEIBEZEMARIME 2011F15198 199052 A© &
EESE LBREMER
AE BRETEERE
RABERAARRRE
BEHARR
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Name Age

i3 FH#

Mr. Yao Jianhua 64

hEELE 64

Mr. Shao Wei 42

BELs 42

Position

B fir

Employee Representative
Supervisor

BIRRES

Supervisor

Roles and responsibilities

BERRE

Responsible for overseeing
the Directors, managers and
other management personnel
to ensure the compliance
with laws and regulations, the
Articles of Association and the
resolutions of Shareholders’
general meetings
AEREEE KERAME
BAR BRETERRE
RERERAIRRRE

AORER

Responsible for overseeing
the Directors, managers and
other management personnel
to ensure the compliance
with laws and regulations, the
Articles of Association and the
resolutions of Shareholders’
general meetings
HEREEE KBRAME
BAR BRETEERE
RARERBARRRE

HORER

Date of
Appointment date joining our Group
ZERY MAXEERHH
19 January 2011 November 19957
20114617198 1995511 ™
7 May 2016 May 2016
201654 7H 2016 %5 A
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CHAPTER EIGHT

Notes:

(1) Ms. Yu tendered her resignation to the Board on 21 October 2022
due to work re-arrangement and her resignation became effective on
7 December 2022.

(2) Mr. Zhang was appointed as a Non-executive Director of the Company
at the 2022 first extraordinary general meeting of the Company held on
7 December 2022 (the “2022 First EGM”").

3) Mr. Yin tendered his resignation to the Board on 21 October 2022
to resign from relevant positions in the Company due to work
re-arrangement and his resignation became effective on 7 December
2022.

(4) Ms. Wang was appointed as an Independent Non-executive Director
of the Company at the 2022 First EGM and was appointed as the
chairperson of the Audit Committee and member of the Remuneration
and Appraisal Committee and the Strategy and Investment Decision
Committee on the same day.

(5) Ms. Zheng was appointed as the chairperson of the Nomination
Committee on 7 December 2022.

(6) Mr. Na joined Kunming No. 1 Water Purification Plant in February 1990.

(7) Mr. Yao joined the management cashier office of Kunming City Drainage
Co., Ltd., a predecessor of the Group, in November 1995.

During the year until the end of the Reporting Period, the Company had
two senior management members. For details, please refer to “Chapter
Seven — Profiles of Directors, Supervisors and Senior Management — E.
Senior Management” in the report.

The Company has received the confirmation of independence issued
by the independent non-executive Directors in accordance with Rule
3.13 of the Listing Rules and is of the opinion that all independent
non-executive Directors are independent of the Company.

Changes to the information of Directors

During the Reporting Period, the Company’s Directors, Supervisors

and senior management changed as follows:

1. Ms. Yu Yanbo tendered her resignation to the Board on
21 October 2022 to resign as an Independent Non-executive
Director due to work re-arrangement and her resignation
became effective on 7 December 2022.

2. Mr. Zhang Yang was appointed as a Non-executive Director of
the Company at the 2022 First EGM.
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(1) HFLTHEIEAT  BR2022F10A21EMES
ERIXEE HBE2CR2022F 12878 4% -

(2) R EEBER2022F12 878 B FH A A F512022F
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(3) FEERTERE ER2022F10A21BMES
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BHE2CR2022F12A7TE £/ -

(4) FRTER2022FF - RBERRREAS LEEZHE
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ZESIMTZE FHEEXZESGREEAR

ARREZE®RZR-

(5) i+ B MR20202F127TREZTAREZEZES
FHEZE -
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WK RRREERRE
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38 Mr. Yin Xiaobing tendered his resignation to the Board on S8
21 October 2022 to resign as an Independent Non-executive
Director, the chairperson of the Audit Committee, the
chairperson of the Nomination Committee, and member of
the Remuneration and Appraisal Committee and the Strategy
and Investment Decision Committee of the Company due to
work re-arrangement and his resignation became effective on
7 December 2022.

4. Ms. Wang Dongfang was appointed as an Independent 4.
Non-executive Director of the Company at the 2022 First EGM
and was appointed as the chairperson of the Audit Committee
and member of the Remuneration and Appraisal Committee
and the Strategy and Investment Decision Committee on the
same day.

B¢ Ms. Zheng Dongyu was appointed as the chairperson of the 5.
Nomination Committee on 7 December 2022.

FRAKEEREIEAE 2 R20229F108
VIBRNESFERIFE HEAQABL
ERITES BHEESET REZEET
TR -FHEERZESELE HEHEEE
ARREERZTENRE  HE 2B 1R2022
F12R7TBEK -

ITRAXRLTER202FE - RBERHKREKX
SELEZERAARABIUFATESTIN
RAEZEARABRFZEGEIAEEZE  F MM
HEZZEGRBBERERAREZESZ

Eo
B R+ 0 R2022F 12 B7THEEZE A
RBLZEGXHTZE -

Changes to the information of Directors and Supervisor during the R EmRAM351BMN)IE AT HEENEE EH
Reporting Period required to be disclosed under Rule 13.51B(1) of the H &K & & T :

Listing Rules are as follows:

1. Ms. Ren Na, a Non-executive Director of the Company, ceased 1.
to serve as a director of Yunnan Medical Investment and
Management Group Co., Ltd. since November 2022.

2. Ms. Zheng Dongyu, an Independent Non-executive Director 2.
of the Company, was appointed as an independent director
of Kunming Yunnei Power Co., Ltd. (a company listed on the
Shenzhen Stock Exchange, stock code: 000903) on 19 October
2022.

3. Mr. Ong King Keung, an Independent Non-executive 3.
Director of the Company, ceased to serve as an independent
non-executive director of Bingo Group Holdings Limited (a
company listed on the GEM of the Stock Exchange, stock code:
8220) since May 2022; and ceased to serve as an independent
non-executive director of K Group Holdings Limited (a company
listed on the GEM of the Stock Exchange, stock code: 8475)
since June 2022.
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CHAPTER EIGHT

M. SERVICE CONTRACTS OF DIRECTORS AND
SUPERVISORS

None of the Directors or Supervisors of the Company has entered into
a service contract with the Company or any of its subsidiaries that may
not be terminated by the employer within one year without the payment
of compensation (other than statutory compensation).

N. REMUNERATION OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

The details of the remuneration of the Company’s Directors,
Supervisors and senior management are stated in Note 12 to the
Financial Statements. The remuneration policies of the Directors
are set out in the section headed “Chapter 9 Corporate Governance
Report” of this report. The remuneration of senior management
comprises basic salary, performance-based bonuses and other
benefits. The basic salary is determined based on the position of each
senior management in the Company, performance-based bonuses
are determined based on the Company’s operating results and other
benefits include statutory pension, medical and housing provident
funds. The Board will conduct annual performance appraisal for senior
management and the amount of annual remuneration is determined at
the end of the year.

The Company participates in a defined contribution social pension
scheme established by the PRC government and contributes a
certain percentage of the relevant employees’ salaries to the scheme.
Effective from 1 January 2014, the Group also operates an additional
employee pension plan (a corporate annuity system for purchase of
supplementary retirement insurance for our staff). Pursuant to such
additional scheme, the full-time employees of the Group in the PRC
are entitled to an additional pension aggregating to 8% of previous
year’s salaries. The Company calculates the interest so attributed
under the agreed percentage of annuity plan based on staff’'s service
years upon their retirement.

The Company’s employer contributions to the abovementioned
pension schemes vest fully and immediately with the employees when
contributed into the schemes. Accordingly, (i) for each of the two years
ended 31 December 2022, there was no forfeiture of contributions
under such pension schemes; and (ii) there were no forfeited
contributions available for the Company to reduce its existing level of
contributions to such pension schemes as at 31 December 2022.
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The scope of the remuneration of the senior management officers is as
follows:

Range of remuneration (RMB’000)
HmEEARETT)

0-500
500-1,000

Note:

1. The remuneration in the above table is pre-tax remuneration. The
remuneration range includes salary (wages, bonuses and allowances,
employee benefits), benefit plans (basic pension insurance and
enterprise annuity paid by the employer) and others (housing provident
fund, medical insurance and other social insurance paid by the
employer).

O. INTERESTS OF DIRECTORS, SUPERVISORS
(AND SUCH ENTITIES CONNECTED
THEREWITH) IN MAJOR TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

At the end of 2022 or at any time during 2022, none of the Company’s
Directors, Supervisors (and such entities connected therewith) had
any individual interests, directly or indirectly, in the major transactions,
arrangements or contracts as established by the Company or any of its
subsidiaries.

P. INTERESTS OF DIRECTORS AND SUPERVISORS
IN COMPETITIVE BUSINESS

During the Reporting Period, except for Mr. Luo Yun who cannot be
contacted, other Directors and Supervisors confirmed that none of the
Directors, Supervisors nor their associates (as defined in the Listing
Rules) had any competitive interests in such business that is in direct
or indirect competition with any of the Group’s business.

BREBANENFHMEESHIN AT

Number of Senior Management

EREEABAH
1
1
1. EREWARAFH FHERRE: TETE

MR BIEMN BANAHEEIINN
EXBZRBNMECEFS) Ht(BEXNNE
FEREE: BERRMEMGHE SRR

0. Ex BEE(REELFHEMER)
REZEXRS RHIGHHER

2022 F [Z 45 R 312022 F [ &Y 1 fa] B S - K
AREAFFEEF EF(NEEFHENERNER
ARBFEEMHBARAMKRINEENRS
ZHIANBEEIREREEEMEANE -

3

P. EE BERBEFMHRTRE

BREZBMENESELEN HEREF EFHHE
RREABERN BEEF EFLRENBE
ANMEZEELTRADBCANAKRERXRBEEZ IH
EBRBEFNEEPRAETMA BRI ELS -
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CHAPTER EIGHT

Q. INTEREST AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As of 31 December 2022, none of the Directors, Supervisors and
senior management had any interest or short positions in the
shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO)
which will have to be notified to the Company and the Hong Kong
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interest or short positions which they are taken or deemed
to have under such provisions of the SFO) or which will be required,
pursuant to Section 352 of the SFO, to be recorded in the register
referred to therein or which will be required to be notified to the
Company and the Hong Kong Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers.

As of 31 December 2022, none of the Directors or Supervisors or
their respective spouses or children below 18 was granted any right
to subscribe for the shares of the Company or any of its associated
corporations or to have exercised any such rights.
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R. INTERESTS OF SUBSTANTIAL SHAREHOLDERS R. FTERERRMZEE
IN SHARES

As at 31 December 2022 and to the best knowledge of the Company’s &% £2022F12A31H i A R A EFE M A1 - T 5
Directors, the following persons (except for the Company’s Directors, AT (AAFEF - BRITHABKEFHRINKA
the chief executives or Supervisors) had some interest or short 2 A% 10 AR BE A0 P A AR IBCRE R B 1RO
positions in the shares or underlying shares of the Company which 5 XV & £2 k3% 2 78 7 A 2 7] # 5 5 IR H(GE 7
had to be disclosed to the Company pursuant to Divisions 2 and 3 of &% HI & (R 0I)5 336 K £ A 2 & A 17 & 1) & &2 il
Part XV of the SFO or to be recorded in the register maintained by the Bk EEEIORR

Company pursuant to Section 336 of the SFO:

Approximate Approximate

percentage of percentage of

the total issued the relevant class

Number of shares share capital of of shares of

Name of shareholder Identity/Nature of interest  Class of shares (share) the Company (%) the Company (%)

ExAA BRAAEE

BETRFBEN BRI 4

hEzE LU Y2 3:1:4] B 3 5 Bl R4 E (k) BAE 2 (%) HAE 2 b (%)

Kunming Dianchi Investment Co., Ltd. Beneficial Owner Domestic Shares 627,253,548 60.95% 91.03%
(long position) (Note 2)

EREUREBREEAT BHBEAA nEK 627,253,548 (47 £) 60.95% 91.03%
(Hi2)

Kunming Public Rental Housing Development  Security interest Domestic Shares 33,013,345 3.21% 4.79%
and Construction Management Co., Ltd. (long position) (Note 3)

ERTALBEARHERRER REES nE K 33,013,345(4F ) 3.21% 4.79%
BRARA (H3)

Kunming Industrial Development & Investment  Interest of Controlled H Shares 59,000,000 5.73% 17.35%
Co., Ltd. Corporation (long position)

EREXFAEREERAALT RELEESR Hik 59,000,000 (4 %) 5.73% 17.35%

Kunming State-owned Assets Management  Beneficial Owner H Shares 39,790,000 3.87% 11.70%
and Operations Co. Ltd. (long position)

ERTHREEEREERARRALNA BHEFA Hi% 39,790,000 (% £) 3.87% 11.70%
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Name of shareholder

RRE#

Yunnan Provincial Investment Holdings Group

Co., Ltd.

EH4RARRRBARAA

Modern Orient Limited

Modern Orient Limited

Beijing Enterprises Water Group Limited

Beijing Enterprises Water Group Limited

Beijing Enterprises Investments Limited

Beijing Enterprises Investments Limited

Beijing Enterprises Holdings Limited

Beijing Enterprises Holdings Limited

Beijing Enterprises Group Company Limited

Beijing Enterprises Group Company Limited

CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS
ENE EEEHH

Identity/Nature of interest

G/ BENE

Beneficial Owner

gk

HEBA

£

Interest of Controlled
Corporation

REEERES

Beneficial Owner

i

Pk
b
ant
-

Interest of Controlled
Corporation

REEERES

Interest of Controlled

Corporation

REEERES

Interest of Controlled

Corporation

REEERES

Class of shares

i 1 £ B

H Shares

H&

H Shares

HX

H Shares

HK

H Shares

HX

H Shares

HX

H Shares

HK

Number of shares
(share)

B &E (%)

64,770,000
(long position)
64,770,000(£7 2)

47,754,000

(long position)
(Notes 4 and 5)
47,754,000 (4 &)
(Wit4k%s)

47,754,000

(long position)
(Notes 4 and 5)
47,754,000 (4 &)
(Wit4k%s)

47,754,000

(long position)
(Notes 4 and 5)
47,754,000 (4 &)
(Wit4%s)

47,754,000

(long position)
(Notes 4 and 5)
47,754,000 (4 &)
(W it4%s)

47,754,000

(long position)
(Notes 4 and5)
47,754,000 (4 &)
(4 15)

Approximate
percentage of

the total issued
share capital of
the Company (%)
BALT
BETRALEYN
BAE 2 (%)

6.29%

6.29%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

Approximate
percentage of

the relevant class
of shares of

the Company (%)
N L
BRI R B 8

B 4E 7 it(%)

19.05%

19.05%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%
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Name of shareholder

Identity/Nature of interest

Class of shares

hE&E Sh/EHEE f 43 8 5

Beijing Enterprises Group (BVI) Company Interest of Controlled H Shares
Limited Corporation

Beijing Enterprises Group (BVI) Company REGERR HI&
Limited

Beijing Enterprises Environmental Interest of Controlled H Shares
Construction Limited Corporation

Beijing Enterprises Environmental REGERR HI&

Construction Limited

Notes:

Number of shares

(share)

B &E ()

47,754,000

(long position)
(Notes 4 and 5)
47,754,000 ({7 &)
(i4%5)

47,754,000

(long position)
(Notes 4 and 5)
47,754,000 ({7 &)
(B#4%5)

Bat -

Approximate
percentage of

the total issued
share capital of
the Company (%)
EAXR
BETRFAEN
BHE DI (%)

4.64%

4.64%

4.64%

4.64%

Approximate
percentage of

the relevant class
of shares of

the Company (%)
AL AHE
BRI
BAED (%)

14.04%

14.04%

14.04%

14.04%

The above information disclosed is primarily based on the information
provided by the website of the Hong Kong Stock Exchange
(http://www.hkexnews.hk) and the records of the register maintained by
the Company under section 336 of the SFO.

Pursuant to the counter-guarantee contract signed by Kunming Dianchi
Investment on 29 June 2022, Kunming Dianchi Investment pledged
33,013,345 shares of the Company held by it as security for its debts.

Pursuant to the counter-guarantee contract signed between Kunming
Public Rental Housing Development and Construction Management
Co., Ltd. and Kunming Dianchi Investment on 29 June 2022, Kunming
Public Rental Housing Development and Construction Management Co.,
Ltd. has a security interest in the 33,013,345 shares held by Kunming
Dianchi Investment.

Pursuant to Section 336 of the SFO, if certain conditions are fulfilled, the
Shareholders are required to submit a form for disclosure of interests.
In the event of changes in the shareholding of the Shareholders in the
Company, the Shareholders will not be required to notify the Company
and the Hong Kong Stock Exchange unless certain conditions have
been fulfilled, so that the latest shareholding of the Shareholders may
be different from the shareholding submitted to the Hong Kong Stock
Exchange.

The 47,754,000 shares belong to the same batch of shares.

Save as disclosed above, as at 31 December 2022, the Company is not
aware of any other persons (other than the Directors, Supervisors and
chief executives of the Company) who have interest or short position in
the shares or underlying shares of the Company that are required to be
recorded in the register under the provisions of Section 336 of the SFO.
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CHAPTER EIGHT

S. MANAGEMENT CONTRACTS

During the Reporting Period, the Group did not enter into any contracts
and there were no existing contracts in respect of the management and
administration of all or any significant portion of the business (except
for such service contracts entered into with the Group’s Directors,
Supervisors and all employees).

T. CONNECTED TRANSACTIONS

We have entered into some transactions with the Controlling
Shareholder. In accordance with Chapter 14A of the Listing Rules,
such transactions have constituted the connected transactions or
continuing connected transactions of the Company.

1. Non-exempt Continuing Connected Transactions Subject
to the Reporting, Annual Review, Announcement, Circular

and Independent Shareholders’ Approval Requirements
Entrusted Operation and Management Framework Agreement

The Company disclosed in the Prospectus that the Company entered
into certain agreements with the Controlling Shareholder prior to the
Listing, pursuant to which the Company provided certain operation
and management services to the Controlling Shareholder in relation
to wastewater treatment plants, reclaimed water supply facilities and
running water facilities owned by the Controlling Shareholder. Such
operation and management service, depending on the development
stage of the project, typically includes operating, testing and adjusting
the equipment and facilities, arranging operating personnel and experts
to maintain the daily operation of such plants and ensure the effluent
quality meets the relevant discharge standard, setting up management
policies and operation guidelines, chemicals purchase, and sludge
transportation and disposal. The Company does not provide
construction service to the Controlling Shareholder. To regulate the
terms and conditions under which the Company will provide such
operation and management services to the Controlling Shareholder
after the Listing, the Company entered into an entrusted operation and
management framework agreement with the Controlling Shareholder
on 25 April 2016 and 30 April 2019, respectively (the “Entrusted
Operation and Management Framework Agreement”) with a term
of three years each ending on 31 December 2021. The Entrusted
Operation and Management Framework Agreement may, upon mutual
written consent between the parties, be extended for an additional term
of three years, provided that such renewal is in compliance with the
relevant laws and regulations, and the Listing Rules. The transactions
continued during the Reporting Period.
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New Framework Agreement

As the Entrusted Operation and Management Framework Agreement
entered into between the Company and the Controlling Shareholder
has been expired on 31 December 2021, the Company and the
Controlling Shareholder entered into the new framework agreement
(“New Framework Agreement”) on 29 September 2021, pursuant to
which the Group will continue to provide operation and management
services to the Controlling Shareholder for three years from 1 January

2022 to 31 December 2024.

The operation and management services provided by the Group to the
Controlling Shareholder and its subsidiaries include the operation and
management services of wastewater treatment facilities, reclaimed
water supply facilities and running water supply facilities. As far
as all service transactions under the New Framework Agreement
are concerned, the counterparties will enter into separate specific
contracts in accordance with the scope and principles stipulated under
the New Framework Agreement and these specific contracts shall not
be in breach of the agreements under the New Framework Agreement.
The prices of the operation and management services under the New
Framework Agreement will be determined in accordance with the
standard prices promulgated by the relevant government departments
for these services.

Individual Service Agreements

The Company and the Controlling Shareholder have entered into
individual service agreements in relation to the treatment plants
conducting the excluded business. Based on the water quality
standards, there are 3 individual service agreements, including
the Water Purification Plant Class | Category A Section Entrusted
Operation and Management Contract (VK& F (L — BA ZEBZ T

E1TE 4 [A)), which covers 7 plants with a designed capacity of
405,000 tonnes per day; the Entrusted Operation and Management
Contract for Water Purification Plant Ultra-Limit Phosphorus Removal
Upgrade and Transformation Project (¢ 7K & 3 1k & B & R (& B 12
ENEIEBE B ZETEE S R)), which covers 9 plants and 11
process sections; and the Entrusted Operation and Management
Contract for Luolong River Wastewater Treatment Plant Water Quality
Upgrade Pilot Demonstration Project (/& &€ /7 j5 7K j& 32 B /K & 1%
FHRBREBEEHZTETEESR)), which covers 1 plant and 1
process section. Such agreements are governed by the terms of the
New Framework Agreement. The management fees under individual
service agreements are calculated based on the actual wastewater
treatment volume multiplied by the price per cubic meter. The price
per cubic meter shall be determined according to the standard prices
promulgated by the relevant government authorities for these services.
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CHAPTER EIGHT

On 10 November 2022, Kunming Dianchi Investment has sold the
seven sewage treatment plants of its retained business to a third party
and starting from 2023, the Company will no longer provide operation
and management services to it in respect of these seven sewage
treatment plants, while the remaining treatment plants of Kunming
Dianchi Investment’s retained business will continue to be provided
with operation and management services by the Company as agreed in
the New Framework Agreement and the individual service agreements.

Annual caps and actual transaction amount

During the Reporting Period, the annual cap for the transactions under
the New Framework Agreement for 2022 was RMB421,063,000, with
the actual transaction value being RMB309,530,000.

2. Continuing Connected Transactions Subject to
the Reporting, Annual Review and Announcement
Requirements but Exempt from Circular and Independent

Shareholders’ Approval Requirements
Sludge Treatment and Disposal Agreement

On 17 November 2020, Kunming Dianchi Logistics, a wholly owned
subsidiary of the Company and Kunming Dianchi Investment entered
into the Sludge Treatment and Disposal Agreement pursuant to which
Kunming Dianchi Investment shall provide sludge treatment and
disposal services to Kunming Dianchi Logistics for three years ending
31 December 2022, for some of the sludge generated from wastewater
treatment plants of the Group in Kunming.

The service provided by Kunming Dianchi Investment to Kunming
Dianchi Logistics includes the treatment and disposal of sludge
collected by Kunming Dianchi Logistics and transported to Kunming
Dianchi Investment in respect of some of the sludge generated from
various wastewater treatment plants facilities of the Group in Kunming.
The costs of transporting the sludge shall be borne by Kunming
Dianchi Logistics.
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The consideration of the services contemplated under the Sludge
Treatment and Disposal Agreement is the equivalent of the unit price
of sludge treatment and disposal per tonne (“Unit Price”) multiplied
by the quantity of sludge received by Kunming Dianchi Investment. As
of the date of this report, the Unit Price is determined with reference
to the market price which is at RMB120 per tonne (excluding tax).
The market price is determined with reference to prices charged in
contracts entered into by the Group and independent third parties
who provide similar services of the sludge treatment and disposal on
normal commercial terms to the Group. Kunming Dianchi Logistics took
reference from such relevant contracts entered into in the past year
and took the average of the relevant contractual prices in arriving at
the market price.

We expected that the local government will determine a
government-guided price in respect of the Unit Price of sludge
treatment and disposal. In the absence of a clear rollout timetable of
such government-guided price, the parties under the Sludge Treatment
and Disposal Agreement shall adhere to the market price for the time
being. Should the government-guided price become available, the
parties shall enter into a separate agreement in writing to adjust the
Unit Price.

Annual caps and actual transaction amount

During the Reporting Period, the annual cap for the transactions
under the Sludge Treatment and Disposal Agreement for 2022
was RMB19,800,000, with the actual transaction value being
RMB3,393,000.

The Company has formulated the Regulations on Management of
Connected Transactions ({ # &t 32 5 B ## %)), and our relevant
operation and management departments regularly review whether
the amount of connected transactions incurred has exceeded the
annual caps. In addition, for individual service agreements under
continuing connected transactions, the Company has formulated
the Contract Management Regulations (& [ & 2 # /% ))and takes
various measures to ensure that the signing of such individual service
agreements comply with the terms of the framework agreement,
thereby ensuring that the Company’s connected transactions are under

proper control and supervision.

All the above connected transactions have complied with the relevant
requirements of the Listing Rules in respect of connected transactions.
Save as disclosed above, none of the related party transactions
disclosed in the Group’s financial statements are connected
transactions within the meaning of the Listing Rules.
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3. Confirmation by the independent non-executive Directors

The independent non-executive Directors have reviewed each of the
aforementioned disclosed continuing connected transactions and
confirmed that the transactions have been conducted:

a. in the ordinary and usual course of business of the Group;

b. either on normal commercial terms or, if there are no sufficient
comparable transactions to judge whether they are on normal
commercial terms, on terms no less favorable to the Group
than terms available to or from (as case may be) independent
third parties; and

(o} in accordance with the agreement governing the relevant
transactions, on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.

4. Confirmation of Auditor

The Board has received a confirmation letter in relation to above
continuing connected transactions from Baker Tilly Hong Kong Limited
(“Baker Tilly Hong Kong”), confirming with respect to the above
continuing connected transactions as at 31 December 2022 that:

a. nothing has come to the auditors’ attention that causes the
auditors to believe that the disclosed continuing connected
transactions have not been approved by the Board;

b. for the transactions involving the provision of goods or service
by the Group, nothing has come to the auditors’ attention that
causes the auditors to believe that the transactions were not, in
all material respects, in accordance with the pricing policies of
the Group;

(e} nothing has come to the auditors’ attention that causes the
auditors to believe that the transactions were not entered
into, in all material respects, in accordance with the relevant
agreements governing such transactions; and

d. nothing has come to the auditors’ attention that causes the
auditors to believe that the disclosed continuing connected
transactions have exceeded the annual cap.
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Please refer to Note 37 to the Consolidated Financial Statements
prepared under the IAS for details of the significant related party
transactions. The information disclosure on connected transactions
and continuing connected transactions required by the Listing Rules
is set out in this chapter. Saved as disclosed above, it does not
constitute connected transactions or continuing connected transactions
of the Company or connected transactions or continuing connected
transactions not exempted from disclosure, and the Directors confirm
that during the Reporting Period, the Company has complied with the
disclosure rules under Chapter 14A of the Listing Rules in relation to
the above connected transactions and the related party transactions
set out in Note 37 to the Consolidated Financial Statements.

u. COMPLIANCE WITH NON - COMPETITION
AGREEMENT

On 25 April 2016, the Company and Kunming Dianchi Investment, the
Controlling Shareholder, entered into the Non-competition Agreement,
whereby Kunming Dianchi Investment will not and will procure its
associated enterprises not to compete against the Group in respect
of the relevant business. Kunming Dianchi Investment will also grant
the Company the option to choose the new business opportunities,
the option regarding the acquisition of the retained business and new
business and the preemptive right to buy.

The independent non-executive Directors will be responsible for
examining, reviewing, considering and determining whether to adopt
and accept the new business opportunities referred to the Company by
Kunming Dianchi Investment or its subsidiaries, to exercise the option
for acquisition and the preemptive right to buy.

Kunming Dianchi Investment has committed that for the year
2022,
independent non-executive Directors have examined and reviewed

it has complied with the Non-competition Agreement. The

the implementation of the Non-competition Agreement during the year
of 2022 and have confirmed that Kunming Dianchi Investment was
fully complied with the agreement and there were no violations of
agreement.

V. RETIREMENT AND EMPLOYEE BENEFIT
PLANS

Details of the retirement and employee benefits plans of the Group are
set out in Note 10 to the Financial Statements.
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W. COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

Being a company listed on the Hong Kong Stock Exchange, the
Company is always dedicated to maintaining the corporate governance
practices at a high standard. The Company has adopted the code
provisions of the Corporate Governance Code as contained in
Appendix 14 to the Listing Rules (the “CG Code”) and those set out
in the Corporate Governance Report as its own corporate governance
code. During the Reporting Period, the Company had established
various committees under the Board and formulated the relevant
corporate governance system in accordance with the provisions
contained in the CG Code.

During the Reporting Period, the Company has been observing all
mandatory code provisions as stipulated in the CG Code except
for provision B.2.2 (details of which are stated in the Corporate
Governance Report on pages 113 to 114 hereof).

X. PUBLIC FLOAT

Based on publicly available information and to the knowledge of
the Directors, there is sufficient public float of at least 25% of the
Company’s issued H Shares as at the Latest Practicable Date, which
is in compliance with the requirements of minimum public float of the
Listing Rules.

Y. DONATIONS

During the Reporting Period, the Company had made donations for
charity of RMB nil in an aggregate.

Z. PERMITTED INDEMNITY PROVISIONS

During the Reporting Period, the Company had purchased and
maintained a group liability insurance for the Directors of (including
but not limited to) the Company and its “Associated Companies” (as
defined for such term under the Companies Ordinance (Chapter 622 of
the Laws of Hong Kong)).

AA. AUDIT COMMITTEE

The Audit Committee of the Company has reviewed the Financial
Statements of the Group for the year ended 31 December 2022
prepared in accordance with the International Financial Reporting
Standards in 2022.
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AB. AUDITOR

At the 2019 AGM of the Company held on 19 June 2020, the Board
has been authorised to determine the domestic and international
auditors of the Company for the year 2020 and their remunerations.
After such annual general meeting, based on the tender result of
the Company, the Board approved the appointment of Zhongshen
Zhonghuan Certified Public Accountants (Special General Partnership)
and Mazars CPA Limited as the domestic and international auditors
of the Company respectively. The domestic and international auditors
of the Company remained the same as those of the year 2019 without
any changes.

At the 2020 AGM of the Company held on 18 June 2021, the Board
has been authorised to determine the domestic and international
auditors of the Company for the year 2021 and their remunerations.
After such annual general meeting, based on the tender result of
the Company, the Board approved the appointment of Zhongshen
Zhonghuan Certified Public Accountants (Special General Partnership)
and Mazars CPA Limited as the domestic and international auditors
of the Company respectively. The domestic and international auditors
of the Company remained the same as those of the year 2020 without
any changes.

At the 2021 AGM of the Company held on 29 June 2022, Zhongshen
Zhonghuan Certified Public Accountants (Special General Partnership)
and Mazars CPA Limited both retired on that date as the domestic and
international auditors of the Company for the year 2021. At the same
time, the Board was authorised to approve the appointment of Baker
Tilly China Certified Public Accountants (Special General Partnership)
(“Baker Tilly”) and Baker Tilly Hong Kong as the domestic and
international auditors of the Company for the year 2022 respectively.

Baker Tilly Hong Kong is appointed as the auditor for the Financial
Statements for the year ended 31 December 2022 prepared in
accordance with the International Financial Reporting Standards. Such
Financial Statements prepared in accordance with the International
Financial Reporting Standards as stated herein have been audited
by Baker Tilly Hong Kong and a standard unqualified audit report has
been issued.

By order of the Board
Zeng Feng
Chairperson

Kunming, the PRC
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CHAPTER NINE CORPORATE GOVERNANCE REPORT

The Board of Directors has hereby submitted its Corporate Governance
Report for 2022 to the Shareholders.

A. COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is mainly engaged in sewage treatment, reclaimed
water and running water supply and environmental protection related
industries under the strategic guideline of “unitary domination with
diversified development”. The Company focuses on its main business
and intensively cultivates its existing businesses and continuously
optimise the extended development along the industrial chain. At the
same time, the Company attaches great importance to maintaining
a high standard of corporate governance. The Board is responsible
for leading and monitoring the Company’s strategic and business
development, compliance governance and cultural promotion,
environmental, social and governance management and supervision
to ensure that relevant strategies and culture are in line with the
Company’s development direction and that corporate governance
continues to be effective, so as to enhance Shareholders’ value
and protect shareholders’ rights and interests and provide effective
guarantees for the Company’s business expansion, competitiveness
enhancement and sustainable development.

The Company has adopted the code provisions of the Corporate
Governance Code (the “CG Code”) as contained in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) and those set out in
this Corporate Governance Report as its own corporate governance
code. The Company has established and enhanced the corporate
governance structure in accordance with the Listing Rules and the CG
Code and has set up a series of corporate governance policies. The
Directors believe that during the Reporting Period, the Company has
been observing all mandatory code provisions as stipulated in the CG
Code except for provision B.2.2.
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CHAPTER NINE CORPORATE GOVERNANCE REPORT

EAE EXRERRBE

Under code provision B.2.2, every director, including those appointed
for a specific term, should be subjected to retirement by rotation at
least once every three years. As at the end of the Reporting Period,
the terms of office of the first Board and the board of supervisors of
the Company (the “Supervisors”) have expired for 3 years, but the
relevant nomination work of relevant candidates has not yet ended.
At the same time, the Board considers the continuity of the Board
and the Supervisors. Under the relevant provisions of the Articles
of Association of the Company, if, upon the expiry of a director’s
term of office, a new director cannot be elected on a timely basis,
before the re-elected director commences his/her term of office,
such director shall continue to perform his/her duties in accordance
with the laws, administrative regulations, departmental rules and
the Articles of Association of the Company. Therefore, the Board
considers that deviations from provision B.2.2 of the CG Code will not
have a significant impact on the Group’s operation as a whole and the
Company will complete the relevant work as soon as possible.

The Board will examine and review, from time to time, the Company’s
corporate governance practices and operation in order to comply
with the relevant provisions under the Listing Rules and to protect
Shareholders’ interests.

B. COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES DEALINGS BY THE DIRECTORS
AND SUPERVISORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its own code of conduct for its directors,
supervisors and relevant employees (has the same meaning ascribed
to it under the CG Code) in respect of their dealings in the Company’s
securities. After making specific enquiries to all of the Directors (except
Mr. Luo Yun who cannot be contacted by the Company as at the
date of this report) and Supervisors, the Directors and Supervisors
confirmed that they had strictly complied with the required standards
as set out in the Model Code during the Reporting Period.
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C. BOARD OF DIRECTORS

1. Board of Directors

a. Composition of the Board of Directors

During the Reporting Period, the Board comprises nine Directors,
including three executive Directors, three non-executive Directors and
three independent non-executive Directors.

During the Reporting Period, pursuant to Rules 19A.54 of the Listing
Rules, we have entered into a contract with each of our Directors in
respect of, among other things, compliance with relevant laws and
regulations, observance of the Articles of Association and provisions
on arbitration. Save as disclosed above, we have not entered into,
and do not propose to enter into, any service contracts with any of the
Directors or Supervisors in their respective capacities as Directors/
Supervisors (other than contracts expiring or determinable by the
employer within one year without the payment of compensation (other
than statutory compensation)).

The Company complies with the requirement under the Listing
Rules that it has at least three independent non-executive Directors
(representing at least one-third of the Board), among whom, at least
one independent non-executive Director must have appropriate
professional qualifications or accounting or related financial
management expertise. Moreover, after taking into consideration the
factors regarding the evaluation of the independence of independent
non-executive Directors as set out in Rule 3.13 of the Listing Rules and
the written confirmation of all independent non-executive Directors,
the Board of Directors believe that all of its independent non-executive
Directors are independent individuals. At the end of the Reporting
Period, none of the three independent non-executive Directors had
served the Company for more than nine years.
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As of the end of the Reporting Period, the composition of the Board is

as follows:
Name Age Sex Position Appointment date Term
#E E# i3] B ZEARH £ 4
Mr. Zeng Feng 58 Male Chairperson; Executive Director 16 September 2021 3 years
BEft 58 3 ESR HiTES 20214597168 3%
Mr. Chen Changyong 53 Male Executive Director and Appointed as General Manager on 10 July 2019 andas 3 years
General Manager Executive Director on 19 June 2020
REBEE 53 5 BTEERELE 201947 A10HEZERBEERN202056 198 345
BZfEmHES
Mr. Luo Yun 44 Male Executive Director and Served as Deputy General Manager from January 2015 3 years
Deputy General Manager to 7 February 2023 and as Executive Director from
23 June 2016 to 6 April 2023
ETLkE 44 5 BUEERELLE 2015518220352 78 AR BERE R 3F
R201656 123 A 2202354 A6AFEHTES
Ms. Song Hong 59 Female Non-executive Director 23 June 2016 3 years
A&+ 59 X FHITEZS 201656 A 234 3E
Ms. Ren Na 42 Female Non-executive Director 6 November 2020 to 6 April 2023 3 years
Efxt 42 X FHES 2020511 A6 H 2202364 A6H 3E
Mr. Zhang Yang 37 Male Non-executive Director 7 December 2022 3 years
R EE 37 b FUTES 202512878 3F
Ms. Wang Dongfang 47 Female Independent Non-executive Director 7 December 2022 3 years
IRFRL 47 X BUFHGES 2025 12A7H 3F
Ms. Zheng Dongyu 66 Female Independent Non-executive Director 18 June 2021 3 years
graxnt 66 kS BUFHTES 2021467188 3F
Mr. Ong King Keung 47 Male Independent Non-executive Director 12 November 2021 3 years
B L b 47 ] BUEHTES 20215117128 3%

EEEREHNREFERERBEENAFRZIE
F EENGARAEEEMRE] —HPRE-

The biographies of the Directors and the relationships with each other
are set out in the section headed “Profiles of Directors, Supervisors
and Senior Management” of this annual report.
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b. Job Duties and Authority of the Board of Directors

The Board of Directors shall be accountable to the general meeting
and have the duty to report to the general meeting. The Board of
Directors shall be responsible for implementing the resolutions of the
general meeting, the formulation and review of corporate governance
policies and practices, the review and monitoring of the training
and continuous professional development of Directors and senior
management, the review and monitoring of the Company’s policies and
practices on compliance with legal and regulatory requirements, the
review of compliance with the Corporate Governance Code, etc. During
the Reporting Period, the Board has reviewed the implementation of
corporate governance policies and practices, internal risk management
and control, and compliance control. The authority of the Board of
Directors are expressly stated in the Articles of Association of the
Company and the major responsibilities of the Board of Directors
include: being responsible for convening the general meeting,
implementing the resolutions of the general meeting, determining the
operating plan and investment proposals of the Company, setting up
the annual financial budget proposal, final accounts, profit distribution
proposal, proposal for increase or decrease of capital and others,
deciding on the establishment of the Company’s management
authority, determining the appointment or dismissal of general
manager, deputy general manager and other senior management
officers, formulating the basic management system of the Company
and determining the establishment of the special committees of the
Board of Directors.

c. Job Duties and Authority of the Management

The management is responsible for the specific implementation
of the resolutions of the Board of Directors and the daily business
management of the Company. In accordance with the Articles
of Association of the Company, the major responsibilities of the
management include: to propose the Company’s operating plan and
investment proposal, to propose the plan of establishing the internal
management authority, to propose the basic management system of
the Company and to formulate the Company’s specific regulations.

2. Meetings of Board of Directors and General Meeting

In accordance with the provisions of the Articles of Association of
the Company, meetings of the Board of Directors shall be convened
at least four times a year. The Chairperson is responsible for the
convening of the Board meeting and is responsible for preparing the
Board meeting agenda. A notice of regular Board meeting shall be
given to all Directors at least 14 days before the meeting is convened
pursuant to the requirements of the Code, and such notice shall state
the date, time and venue of the meeting to be convened and the format
to be adopted for such meeting. For other interim Board meetings,
reasonable notices shall be delivered to all Directors.
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In accordance with the provisions of the Listing Rules, in the event
that the Company decides to declare, propose or pay dividends, or it
shall pass at the meeting of the Board of Directors such resolutions
in respect of profits or loss for any year, half-year or other periods,
the Company must give a notice to the Hong Kong Stock Exchange at
least seven working days before the convening of such meeting and
must issue an announcement thereof.

Save for the circumstances where connected transactions are
reviewed and considered at a meeting of the Board of Directors as
required by the Articles of Association of the Company, meetings of the
Board of Directors shall be held only if half or more of the Directors are
present. Directors shall attend Board meetings in person. If a Director
is unable to attend a Board meeting for some reasons, he or she may
entrust another Director to attend the meeting on his or her behalf and
shall specify the scope of the authorisation in a power of attorney.
The secretary of the Company’s Board of Directors is responsible for
preparing and safekeeping the minutes of the Board meetings and
ensuring that the Directors can enquire about such minutes.

The Directors confirm that during the Reporting Period, the Company
has strictly complied with the provisions in relation to the meetings
of the Board of Directors. The Chairperson held a meeting with the
independent non-executive Directors without presence of other
Directors during the year. During the Reporting Period, the Board
of Directors convened a total of 25 meetings. The attendance of the
meetings by the Directors was as follows:

ﬁﬁiﬁﬁ%ﬁi’&%*iﬁ*%%iiﬁ%
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Number of meetings
attended/should

Name Position attend Attendance Rate
HEHES

% A B L EEXHY R
Mr. Zeng Feng Chairperson; Executive Director 25/25 100%
R s BEER HTEF

Mr. Chen Changyong Executive Director and General Manager 25/25 100%
REEBLEE BITEEFRARKE

Mr. Luo Yun Executive Director and Deputy General Manager 20/25 80%
BEXE BITESFHRBBKRE

Ms. Song Hong Non-executive Director 24/25 96%

KA 2+ EBTES
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Name

i

Ms. Ren Na
Bzt

Ms. Yu Yanbo
REELZLTO

Mr. Zhang Yang @
RF LA

Mr. Yin Xiaobing ®
FBEKFEES

Ms. Wang Dongfang ¢
TRAELZLT®

Ms.Zheng Dongyu
B 28+

Mr. Ong King Keung

Position

B L

Non-executive Director

FHITES

Non-executive Director

FHTES

Non-executive Director

FEHITES

CHAPTER NINE CORPORATE GOVERNANCE REPORT

Independent Non-executive Director

BIAFATES

Independent Non-executive Director

BIYLFRITES

Independent Non-executive Director

BIAFATES

Independent Non-executive Director

ITHREE BAFHTES
Notes: o
(1) The resignation of Ms. Yu Yanbo from her positions as a non-executive (1)

Director of the Company took effect after the 2022 First EGM, and she
was not required to participate in any Board meetings held after the
effective date of her resignation.

(2

®)

4)

Upon approval at the 2022 First EGM, Mr. Zhang Yang was appointed
as a non-executive Director and participated in all Board meetings held
after his appointment.

The resignation of Mr. Yin Xiaobing from relevant positions in the
Company, took effect after the 2022 First EGM, and he was not required
to participate in any Board meetings held after the effective date of his
resignation.

Upon approval at the 2022 First EGM, Ms. Wang Dongfang was
appointed as an independent non-executive Director and participated in
all Board meetings held after her appointment.

(2)

(3)

4)

ENE RXRERESE

Number of meetings
attended/should

attend Attendance Rate
HEHES M

EERE HEx

25/25 100%

21/21 100%

4/4 100%

21/21 100%

4/4 100%

25/25 100%

24/25 96%
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HARTIRRRBF KRG T
cHIREAEE A AABRKIR
reasonable notice was given in strict accordance with the relevant B EWH AL ERLEHE R T % ﬁ EBEEM AW
requirements of the Listing Rules and the Articles of Association, and EEHZMZEeXTARZTEHFE PREKRKE £
the chairpersons and members of the special committees were invited FFIEEMNETEBIOZELHEARNREL AR - &

During the Reporting Period, 1 annual general meeting and 1 & H R A 2Q A
extraordinary general meeting were held. Prior to the general meeting, XEERE XS

&y 2t

to attend the meetings and individual resolutions were proposed onthe EHEEZ BRI T ¢
actual separate issues to be considered at the general meetings. The
attendance of the Directors was as follows:

Number of meetings
attended/should

Name Position attend Attendance rate
HEHESm
34 B 4L BEXE HEE

Mr. Zeng Feng Chairperson; Executive Director 2/2 100%

Bk E Exk HTES

Mr. Chen Changyong Executive Director and General Manager 2/2 100%
BREBEX&E BITEEFRARKRE

Mr. Luo Yun Executive Director and Deputy General Manager 1/2 50%
BEXRE MITEFRBIAEE

Ms. Song Hong Non-executive Director 2/2 100%
R L+ FEHITESR

Ms. Ren Na Non-executive Director 2/2 100%
EM L+ FEHITESR

Ms. Yu Yanbo Non-executive Director 2/2 100%
REREZLO FRTES

Mr. Zhang Yang @ Non-executive Director 11 100%
RIFRED FEHITESR

Mr. Yin Xiaobing ® Independent non-executive Director 2/2 100%
FREIKEES BAFRTESR

Ms. Wang Dongfang @ Independent non-executive Director 11 100%
ITRAZL® BIFRITESE

Ms. Zheng Dongyu Independent Non-executive Director 2/2 100%
B 25 2 + BAFRTESR

Mr. Ong King Keung Independent Non-executive Director 2/2 100%

ITHBELE

BYFHITES
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Notes:

(1) Ms. Yu Yanbo tendered her resignation to the Board on 21 October
2022. Her resignation took effect after the 2022 First EGM.

(2) Mr. Zhang Yang was a non-executive Director newly appointed after
approval at the 2022 First EGM, and he participated in the EGM as a
candidate of Director.

3) Mr. Yin Xiaobing tendered his resignation to the Board on 21 October
2022. His resignation took effect after the 2022 First EGM.

(4) Ms. Wang Dongfang was an independent non-executive Director newly
appointed after approval at the 2022 First EGM, and she participated in
the EGM as a candidate of Director.

3. Chairperson and President

During the Reporting Period, Company fully complied with the relevant
requirements that the roles of chairperson and chief executive officer
should be separated and should not be held by the same person under
the provision C.2.1 of the CG Code. Currently, Mr. Zeng Feng is the
Chairperson of the Company and Mr. Chen Changyong is the general
manager (President) of the Company. The role of the Chairman was
separate from that of the general manager (President), and they
performed corresponding duties respectively in accordance with
relevant laws and regulations and provision of the Company’s Articles
of Association. The Chairperson is responsible for leading the Board,
ensuring the effective functioning of the Board, assuming primary
responsibility for good corporate governance practices and procedures,
encouraging all Directors to take an active part in the affairs of the
Board and ensuring that all Directors are provided with sufficient and
reliable information in a timely manner required for necessary analysis
based on their expertise.
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4. Appointment of Directors

In accordance with the provisions of the Articles of Association of the
Company, the Directors shall be elected and appointed at the general
meeting for a term of three years, after which they may be re-elected.
The Company has formulated the procedures of such appointment. The
Nomination Committee is responsible for identifying and nominating
new Directors after taking into account a number of factors including
the Board’s structure, diversity policy and facilitation of the Board’s
operations, before submitting them to the Board for consideration
and all newly nominated Directors must be elected and approved at a
general meeting. In nominating independent non-executive Directors,
in addition to the above factors, the Nomination Committee also places
emphasis on assessing the independence of the candidates to ensure
that the relevant independent non-executive Directors can make an
independent and professional contribution to the operation of the
Board. It also considers information on candidates’ directorships and
senior management positions in other companies, particularly other
public companies and listed companies, in order to assess whether
they have sufficient time to devote to the Company’s business.

Under code provision B.2.2, every Director, including those appointed
for a specific term, should be subjected to retirement by rotation at
least once every three years. As of the end of the Reporting Period,
the terms of office of the first Board and the board of supervisors
of the Company have expired for 3 years, but new directors and
supervisors have not been elected, and the original directors and
supervisors, before their posts are taken up by the re-elected directors
and supervisors, continued to perform their duties. Therefore, the
Board considers that deviations from provision B.2.2 of the Corporate
Governance Code will not have a significant impact on the Group’s
operation in general.
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5. Mechanism for the Board to obtain independent advice

There are three independent non-executive Directors of the Board.
In appointing independent non-executive directors, the Nomination
Committee and the Board will focus on assessing factors such as
the independence and time commitment of candidates to ensure
that the Board receives independent and professional advice and
recommendations from the relevant independent non-executive
Directors in the course of daily operation of the Board. Meanwhile, the
Company’s Articles of Association also specify that the independent
non-executive Directors can report directly to the general meeting, the
securities regulatory authority of the State Council and other relevant
departments, and that, for major investment decisions involved, the
Board shall engage social advisory bodies to provide independent
professional advice, etc. The relevant mechanism provides institutional
protection and enforceable procedural safeguards for the Board to
obtain independent advice in the operation of the Company.

6. Remuneration of Directors

The Directors may receive basic salary, non-monetary advantage, right
to pension, bonuses, and compensations (including such compensation
provided due to the loss or termination of their job duties or
appointment). The remuneration standards of the Directors are set by
the Remuneration and Appraisal Committee based on the principle of
balancing the rights, responsibilities and benefits, taking into account
relevant laws and regulations, the industry standards, the development
stage of the Company and the duties and contributions of the Directors.
The Remuneration and Appraisal Committee will revise the relevant
standards in a timely manner in the event of significant changes in
industry standards and the development status of the Company. When
recommending the appointment of Directors and senior management,
the Remuneration and Appraisal Committee will advise the Board on
the remuneration packages of the candidates, taking into account
the candidates’ qualifications and expected contribution to the Board
based on the Company’s remuneration standards.
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The independent non-executive Directors receive their remuneration
from the Company, whereby the Company shall pay Mr. Yin Xiaobing,
Ms. Zheng Dongyu and Ms. Wang Dongfang an amount of pre-tax
remuneration of RMB150,000, respectively on a yearly basis, and
Mr. Ong King Keung (an independent non-executive Director in
Hong Kong) an amount of pre-tax remuneration of RMB220,000 on
a yearly basis. The remuneration is paid to each of the independent
non-executive Directors after deducting the relevant taxes and fees
during their respective terms of office in the year. The Company do not
provide performance-based equity remuneration to the independent
non-executive Directors. Travel and accommodation expenses
incurred for the Company’s Board meetings, general meetings and
the relevant activities organised by the Board of Directors attended
by the independent non-executive Directors shall be borne by the
Company. As for those non-executive Directors who do not take
any management job duties in the Company, they do not receive
their remuneration from the Company. The executive Directors who
undertake management job duties in the Company shall receive their
remuneration from the Company. The remuneration of all executive
Directors shall be determined pursuant to the standards as provided
in the “Measures Regarding Remuneration Management” of the
Company, and in particular, such remuneration shall include the basic
salary, performance bonus and other benefits. The basic salary is
determined based on the position held by an executive Director in the
Company and the performance bonus is determined subject to the
Company'’s operating results. Other benefits shall include the statutory
pension, medical and housing provident funds. Details in relation to
the remuneration of Directors are provided in Note 12 to the Financial
Statements.

7. Training of Directors

The newly appointed Directors have all received comprehensive,
official and customised induction training upon their first appointments,
so that they can have adequate understanding of the Company’s
business and operation and be fully aware of their responsibilities and
duties under the Listing Rules and relevant regulatory rules.
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For the year ended 31 December 2022, the Directors have participated

in the following training:

Director

Mr. Zeng Feng (Chairperson)
Mr. Chen Changyong (General Manager)
Mr. Luo Yun

=

LELTE(EFR)
BRE B A (A HE)
EBESLE

Ms. Song Hong R+t

Ms. Ren Na EM A+

Mr. Zhang Yang RS AE

Ms. Wang Dongfang FTRAXT

Ms. Zheng Dongyu BB A 56 2+

Mr. Ong King Keung TR EE

A: Reading materials related to continuous compliance responsibilities,

corporate governance and other relevant topics
B: Reading newspapers, periodicals, newsletters of the Company and

updates on economy, general business and water industry, or materials

about Directors’ responsibilities and duties

8. Company Secretary and his training

During the Reporting Period, Mr. Chiu Ming King (i 812 ) acted
as the company secretary of the Company and was responsible for

facilitating the procedures of the Board of Directors and facilitating

the communication between the Directors and between the Directors

and Shareholders and the management level. The profiles of the

company secretary are stated in the section headed “Profiles of

Directors, Supervisors and Senior Management” in this report. During

the Reporting Period, as the company secretary, Mr. Chiu received

professional training for no less than 15 hours to update his technique

and knowledge. Mr. Chiu’s main contact with the Company is Mr. Zeng

Feng, our Chairperson.

ENE RXRERESE

HZE2022F12A31H L E - EEEL2HE T B -

Duration of

Type of training training days

EAlER 3% Al 5R B
A, B 18
A, B 18
A, B 16
A, B 18
A, B 18
A, B 6
A, B 6
A, B 18
A, B 15
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8 #Y A BR M Rt
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ERERHRE

EAE

D. COMMITTEES UNDER THE BOARD OF
DIRECTORS

Our Board of Directors delegates certain responsibilities to various
committees. In accordance with relevant PRC laws, regulations,
the Articles of Association of the Company and certain rules and
regulations, we have formed four committees, namely the Audit
Committee, the Remuneration and Appraisal Committee, the
Nomination Committee, and the Strategy and Investment Decision
Committee, and have expressly stated its terms of reference for the

committees in writing.
1. Audit Committee

The Audit Committee of the Company consists of three members, all of
which are independent non-executive Directors. During the Reporting
Period, such members include Mr. Yin Xiaobing (ceased to be an
independent non-executive Director and the Chairperson of the Audit
Committee with effect from 7 December 2022), Ms. Wang Dongfang
(served as the Chairperson of the Audit Committee with effect from
7 December 2022), Ms. Zheng Dongyu and Mr. Ong King Keung.

The principal responsibilities of the Audit Committee are to review
the financial information of the Company, review and supervise the
Company’s financial reporting process, financial control, internal
control and risk management systems, to supervise the Company’s
internal audit system and perform corporate governance duties, and
to oversee the audit process and to recommend the engagement
or replacement of external auditors. The Audit Committee is also
responsible for the communications between the internal and the
external auditors and performing other duties and responsibilities as

assigned by the Board.

As for the selection, appointment and dismissal of external auditors
or resignation of auditors, the Board and the Audit Committee have
reached a consensus.
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During the Reporting Period, the Audit Committee held 6 meetings, the
details of which are as follows:

On 4 March 2022, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the authorization of the
Board to select and determine the Company’s Auditors for the year of
2022 were considered and approved by the Audit Committee.

On 25 March 2022, a meeting of the Audit Committee was held in the
Company, at which 11 proposals including the Proposal on Report
from the External Auditors on the Audit of the Company’s 2021 Annual
Results, the Proposal on Audited Financial Statements in the Previous
Year and the Proposal on Profit Distribution Plan were considered and
approved by the Audit Committee.

On 9 May 2022, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the proposed appointment
of the Company’s Auditors for the year of 2022 were considered and
approved by the Audit Committee.

On 5 July 2022, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the report of the Company’s
external auditors on the audit work were considered and approved by
the Audit Committee.

On 26 August 2022, a meeting of the Audit Committee was held in
the Company, at which 7 proposals including the Proposal on Report
from the External Auditors on the Review of the Company’s 2022
Interim Results and the Proposal on 2022 Interim Results Report were
considered and approved by the Audit Committee.

On 7 December 2022, a meeting of the Audit Committee was held
in the Company, at which 2 proposals including the election of the
Chairperson of the Audit Committee of the Board were considered and
approved by the Audit Committee.
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During the Reporting Period, the attendance of the meetings by the H®R&EHA FKZEHFEZBERUT
committee members was as follows:

Number of meetings
attended/should

attend Attendance rate
HEHES M

Name 34 EHERE HEE
Ms. Wang Dongfang (Chairperson) FRAXT(FFZE) 11 100%
Mr. Yin Xiaobing FE K 5 A 5/5 100%
Ms. Zheng Dongyu B 26 2+ 6/6 100%
Mr. Ong King Keung T Fok kA 6/6 100%
2. Remuneration and Appraisal Committee 2. FMEEZEEY

During the Reporting Period, the Remuneration and Appraisal WMEHA AR FAFHEZERZEGRAE=2%
Committee of the Company consists of three members, including twvo B HFBIUFHATEEM L ATE=E %
independent non-executive Directors and one executive Director, TZEBBUERTERET - BFE EHF R & £ (F
and the committee shall be chaired by an independent non-executive % 8) » #8554 - F Bk L E(R2022F12 737
Director. The members include Mr. Ong King Keung (chairperson), HETHETBHIIFRATEZTLFNEEZZE
Mr. Zeng Feng, Mr. Yin Xiaobing (ceased to be an independent ®Z &) FRAFZL(HR2022F12A7TAEZER
non-executive Director and a member of the Remuneration and ¥ BEZEXZEGLE) -

Appraisal Committee with effect from 7 December 2022) and Ms. Wang

Dongfang (appointed as a member of the Remuneration and Appraisal

Committee with effect from 7 December 2022).

The principal responsibilities of the Remuneration and Appraisal HHEZZZEGNTIERER/NELRITES
Committee are to formulate and review the policy and structure of the BREEEFHRRLAABLINE=TSREE
remuneration for the Directors and senior management and advise # REEZETEZRBEHINATEELEREEED
on the same to the Board, to make corresponding recommendations ¥ B8 S EEAFERE BFLEBR 8F
to the Board on the remuneration packages of each executive A AEERSAEREMNARLMESS e H 8
Director and senior management, to establish the performance EE# ZH #AELLTRUVETLEMALEBK
evaluation standards, procedures and system, to annually evaluate B EMFE URETEFEH THEMRBE
the performance of the Directors and senior management, make B & {f e

corresponding recommendations to the Board, review and approve

matters relating to the share scheme under Chapter 17 of the Listing

Rules and perform other duties and responsibilities as assigned by the

Board.
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During the Reporting Period, the Remuneration and Appraisal
Committee held 3 meetings, the details of which are as follows:

On 21 October 2022, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered a
proposal of determining the salary of the director candidates which
was approved by the Remuneration and Appraisal Committee. The
candidate’s remuneration plan will not take effect until the appointment
of director of the candidates is considered and approved by the general
meeting.

On 2 November 2022, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered a
proposal of amendments to the Implementation Rules for Remuneration
and Appraisal Committee of the Board which was approved by the
Remuneration and Appraisal Committee.

On 30 December 2022, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered a
proposal of the appraisal and realisation of the remuneration of the
person in charge of the Company for the year of 2021 which was
approved by the Remuneration and Appraisal Committee.

During the Reporting Period, the attendance of the meetings by the
committee members was as follows:

Name 2

Mr. Ong King Keung (Chairman) TR AE(EA
Mr. Yin Xiaobing FBE KA

Ms. Wang Dongfang FRAXL

Mr. Zeng Feng A A
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Eged gxERTEIKE
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R2022F 11T A2EEARFABRFHEZRE

eFMEZTZE

FHEEREE SR

M2022F12HA30R EARARAABRFMEZERE

P =

BEee3 SHEH

=
e

BEBAN ZLZEXEREERE

Number of meetings

attended/should

attend

HEHE S hn

EE DS

Z5) 3/3

2/2

171

3/3

TERABR2021FELEA
AFMOBELRSHFMEERZESERR

/(N

Attendance rate

HE =

100%
100%
100%
100%
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EAE EXRERRBE

3. Nomination Committee

During the Reporting Period, the Nomination Committee of the
Company consists of three members, including two independent
non-executive Directors and one executive Director, and the committee
shall be chaired by an independent non-executive Director. The
members include Mr. Yin Xiaobing (ceased to be an independent
non-executive Director and the chairperson of the Nomination
Committee with effect from 7 December 2022) and Ms. Zheng Dongyu
(served as the chairperson of the Nomination Committee with effect
from 7 December 2022), Mr. Ong King Keung and Mr. Zeng Feng.

The principal responsibilities of the Nomination Committee are to
make recommendations to our Board on the scale, structure, and
composition of the Board and on the nomination of Directors, to
review the Director and senior management candidates, to review the
independence of the independent non-executive Directors and the
Board diversity policy, and to perform other duties and responsibilities
as assigned by the Board.

During the Reporting Period, the Nomination Committee held 3
meetings, the details of which are as follows:

On 25 March 2022, a meeting of the Nomination Committee was held
in the Company, at which 3 proposals of reviewing the scale, structure,
size and composition of the Board, assessing the independence of
the independent non-executive Directors and reviewing the diversity
policy of the Board and the progress on achieving the objectives set
for implementing the said policy were considered and approved by the
Nomination Committee.

On 21 October 2022, a meeting of the Nomination Committee was held
in the Company, at which 3 proposals of the change of an executive
Director, the change of an independent non-executive Director and
by-election of a member of the Nomination Committee of the Board
were considered and approved by the Nomination Committee.

On 7 December 2022, a meeting of the Nomination Committee was
held in the Company, at which a proposal of the election of the
Chairperson of the Nomination Committee of the Board was considered
and approved by the Nomination Committee.

]
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During the Reporting Period, the attendance of the meetings by the
committee members was as follows:

Name

<

Ms. Zheng Dongyu (Chairperson) MRAXEL(EALAZE

Mr. Yin Xiaobing FBE KL A&
Mr. Zeng Feng A A
Mr. Ong King Keung T HoE kA&
4. Strategy and Investment Decision Committee

During the Reporting Period, the Strategy and Investment Decision
Committee of the Company consists of three members, including two
executive Directors and one independent non-executive Director, and
the committee shall be chaired by an executive Director. The members
include Mr. Zeng Feng (chairperson), Mr. Luo Yun, Mr. Yin Xiaobing
(ceased to be an independent non-executive Director and a member
of the Strategy and Investment Decision Committee with effect from
7 December 2022) and Ms. Wang Dongfang (served as a member
of the Strategy and Investment Decision Committee with effect
from 7 December 2022). Except for Mr. Yin Xiaobing and Ms. Wang
Dongfang, who are independent non-executive Directors, all other
members are executive Directors.

The principal responsibilities of the Strategy and Investment Decision
Committee are to conduct studies and make recommendations to the
Board on the long-term development plan and strategies, the significant
investment or financing plans of the Company, and significant capital
investment for operation projects, to review the implementation of
those investment and financing plans, and to perform other duties and
responsibilities as assigned by the Board.
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BEPRAN SZEHESEHRBELOT

Number of meetings
attended/should

attend Attendance rate

HEHES M
EHERH HEE
= 5) 171 100%
2/2 100%
3/3 100%
3/3 100%

4, BRELERREZES
WERA ARABEBEKERFZEGRE=S
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During the Reporting Period, the Strategy and Investment Decision & H RN BEEKE AR ZEe X EM4 S H
Committee held 4 meetings. Details are as follows: FEET

On 21 January 2022, a meeting of the Strategy and Investment 2022918218 £ AR QA &7 A B [ B B 8215 &k
Decision Committee was held in the Company which discussedand RZEB g€ €& RN R TFZ 7T A LQ F2021F
reviewed 2 proposals concerning the investment situation of the & & ’| ME022FEREFEH2BEZELES
Company for the year of 2021 and the investment plan of the Company E(ISEHIEERFTZESEHBB -

for the year of 2022 which were considered and approved by the

Strategy and Investment Decision Committee.

On 4 March 2022, a meeting of the Strategy and Investment Decision 7202243 54 H EZK AAINBHEBBEREERR
Committee was held in the Company which discussed and reviewed ZE @ 2@ R RITEZ T AR AMAEBRK
the proposal of the Company commencing an international syndicated HEEFMZE VT ESHBEARKEIARTZE T H
loan which was considered and approved by the Strategy and E%@iﬁ o

Investment Decision Committee.

On 9 May 2022, a meeting of the Strategy and Investment Decision %2022 5898 &£ A X 7 A B 5 B B 22458 B R %
Committee was held in the Company which discussed and reviewed ZE @ 2&% SH#iHRIEZ T A28+ MA]
the proposal of the Company’s “14th Five-Year” development strategy # R BN Z BT ESHEBELERAKRZE

&=

plan which was considered and approved by the Strategy and eEZBB-

Investment Decision Committee.

2022F 12 A29 B E AR AN A 7 B Ag B8 &R

ZEECE CRTRITEZT ARQA023F

FBERENENSETRSHBEERER
g

= 2

projects for the year of 2023 which was considered and approved by REBEEEZRB-

On 29 December 2022, a meeting of the Strategy and Investment
Decision Committee was held in the Company which discussed and %
reviewed the proposal of the Company’s investment plan for new &

the Strategy and Investment Decision Committee.

During the Reporting Period, the attendance of the meetings by the &R SZEHFEESZHBE RO T ¢
committee members was as follows:

Number of meetings
attended/should

attend Attendance rate

HEES
Name %2 EEXH HEE
Mr. Zeng Feng (chairperson) BEE(FHAZE) 4/4 100%
Mr. Luo Yun EERAE 3/4 75%
Mr. Yin Xiaobing FE K 5E & 3/3 100%
Ms. Wang Dongfang TERAF L 11 100%
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E. NOMINATION POLICY OF DIRECTORS,
BOARD DIVERSITY POLICY AND DIVERSITY
ANALYSIS

According to the Company’s Articles of Association and the relevant
nomination system of directors, the Nomination Committee provides
consultation to the Board with respect to the nomination of Directors.
It will first consider and determine the candidates for nomination of
new or succeeding Directors, then make recommendations to the
Board. The Board will decide whether to propose such candidate to
the general meeting for election. In the course of selecting candidates
of new or succeeding Directors, the Nomination Committee and the
Board will consider the cultural, educational background, professional
experience and gender of relevant parties and existing composition of
the Board, etc. in accordance with the Diversity Policy of Members of
The Board of Directors. They will also consider the business operation
models. The final decision will be based on the nominated candidates
who will bring about benefits and contributions to the Board. In terms
of gender diversity, the Company targets non-single-gender Board
members and takes into account the gender ratio of existing Board
members when identifying candidates for Director successors. The
purpose of the Directors’ succession plan is to ensure effective and
orderly succession of Directors and maintain a balanced diversity,
overall knowledge and skills of Directors, so as to maintain effective
governance of the Company. When nominating independent
non-executive Directors, in addition to considering relevant elements
of the Board’s diversity policy, the independence of candidates
is checked and the independence of independent non-executive
directors is assessed annually. Details of the appointment of directors
are set out in the section headed “C. BOARD OF DIRECTORS - 4.
Appointment of Directors” above.

For purposes of reaching a sustainable balanced development, the
Company has regarded the increasing diversity of the members of
the Board of Directors as the key element that supports the Company
to achieve its strategic objective and to maintain the sustainable
development.
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The Company has formulated the Diversity Policy of Members of The A RQRAEH EEEEZ /b E  £5H
Board of Directors, which sets out:

. When the Company is establishing the composition of the ARAAEZETEETGREESR git%
members of the Board of Directors, it will take into consideration BrEaZELE fﬁ é $ geXBEZTlt B
from different aspects and achieve the diversity of the member FEESRN R - XIERBEER
of the Board of Directors. Such aspects shall include but is not Bk EELR- Tﬁi BE - ARG -
limited to gender, age, cultural and educational background, REAIRFE-—MAEEFEKRERBE &
races, professional experience, technique, knowledge and EeMAZEHUBAAES BERA - 1A
term of service. The Company aims to have a Board with EEBRUHEEZERAE ARERAIBERES
diverse gender composition, and the appointment for the EXEZTIEHER -

members of the Board of Directors are made on the principle of
recruiting meritocratic professional. Meanwhile, the candidates
are selected based on objective conditions, fully taking into
consideration the benefits brought by the diversity of members
of the Board of Directors.

. The Company’s selection of candidates will be subjectto a RARAAIBMEBEAZBEAN-RINZ TLEB R
series of standards regarding diversity, including but not limited BEE - BFEATRAMR - FE - Xt R#
to gender, age, cultural and educational background, races, BER HEik FELH R M#ERER
professional experience, technique, knowledge and term of BEH ERBERAEBNRERATAES
service. The final decision will be made based on the strength SRHEMNEBMERE -

of the candidates and such contribution they can make to the
Board of Directors.

The above measurable objectives were also reviewed and adopted REZE N BRI EEFTHKE NE 85 M EH
when the Nomination Committee reviewed the composition of the LilAlz:tIEBIZ - ERZECCRBEEZTESZ T
Board. The Nomination Committee has selected new or succeeding LB FENERK BmMEHEE #ITEE BFER
Directors pursuant to the requirements of the Diversity Policy of &HRAZAHM T EMFN xR BEEETEZ bl E
Members of the Board of Directors, while a special meeting was held H T REEBR WHEREETEREZ Tk
during the Reporting Period to review the implementation and progress B IiZ - REBHAR RAlEE ek 8FME— MR =
of the Diversity Policy of Members of the Board of Directors, witha EET BEEER Z LB Z -

view to achieving the objective of diversifying the members of the

Board of Directors. During the Reporting Period, the Company’s Board

members were not comprised of a single gender Director which has

realized the goal of gender diversity.
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The composition of the Board of Directors, the background of its
members and procedures of selection of new Directors during the
Reporting Period are in line with the requirements of the Diversity

CHAPTER NINE CORPORATE GOVERNANCE REPORT
ENE RXRERESE

Policy of Members of the Board of Directors. At the end of the

Reporting Period, an analysis of diversification of the Board of

Directors is as follows:

Item

HH

Gender

4 51

Age
F iR

Post
B8 41

Length of service as Board members

HELABAEEEREFE

Experience in water treatment industry

KIGITEL S

Major or expertise
HEIER

Category Number
R A#E
Male (5)
Sn

Female 4
7

35 to 50 B
355 £505%

51 or above 4
515 A £

Executive Director 3
HITES

Non-executive Director 3
FATES

Independent non-executive Director 3
BYFNTES

Within 1 year 2
15 R

1 to 3 years (including 3 years) 5
1E23F(53%F)

3 to 10 years 2
3FE104F

1 to 5 years (including 5 years) 6
1255 (85%)

10 to 20 years (including 20 years) 2
102205 (§204F)

Over 20 years 1
20F LA E

Engineering, project and operational management 4
T BHERELER

Finance and accounting 4

Rl R e
Law

AR

BEHANEZTENAR KEESRBENES
MEFNAESESLEBRRNBER -BERS
HR - BEFE@ZnlommT:

Percentage in the
members of the
Board of Directors
MESEHH S A
56%

44%

56%

44%

33%

33%

33%

22%

56%

22%

67%

22%

11%

44%

44%

11%
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In terms of employee diversity, as of 31 December 2022, the Company
had a total of 1,492 employees, of which 979 were male and 513
were female, accounting for 65.6% and 34.4% of the total number of
employees respectively. Due to the special nature of the Company’s
industry, there is a greater proportion of male employees in front-line
production operations in the Company’s production units, while in
non-front-line production positions, we will attach importance to gender
balance and diversity.

F. RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for the effectiveness of risk
management and internal control systems of the Group. The Group has
incorporated environmental, social and governance related risks into
the Group’s risk management and internal control system. The Board
and senior management have overall responsibilities for maintaining
a sound and effective risk management and internal control systems
of the Group in order to protect the interests of Shareholders
and the Group as a whole and to ensure strict compliance with
relevant laws, rules and regulations. The systems include a defined
management structure with limits of authority, and are designed for
the Group to identify and manage the significant risks to achieve its
business objectives, safeguard its assets against unauthorised use
or disposition, ensure the maintenance of proper accounting records
for the provision of reliable financial information for internal use or for
publication, and ensure compliance with relevant laws and regulations.
The systems are designed to provide reasonable, but not absolute,
assurance against material misstatement or loss, and to manage rather
than eliminate risks of failure in the Group’s operational systems and
in the achievement of the Group’s business objectives. Internal control
and risk management systems are reviewed annually and adjusted in
a timely manner in line with the Company’s business development and
operations to ensure their continued effectiveness.
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We have established a set of consolidated risk management policies
and measures for purposes of identifying, evaluating and managing
the operating risk. Our Audit Committee is responsible for monitoring
the Group’s financial control, internal control procedures and risk
management system and reporting on the same to the Board. The
internal audit department formulates an annual internal audit plan
and establishes a regular internal audit mechanism, a dynamic
management mechanism for internal audit and rectification, and a
mechanism for the coordinated use of audit results. Regular reports on
audits and rectification are made to the Audit Committee and the Board
of Directors. We have appointed an external long-term legal advisor
to discuss and provide professional guidance on issues that may
arise in the Company. The Company has integrated its compliance
management and review responsibilities into the daily compliance
management work of all functional departments, and has proactively
carried out compliance risk identification and potential hazard

investigation.

During the year, the Audit Committee reviewed the effectiveness of the
Group’s risk management and internal control systems. The internal
audit department followed up rectification and reported to the Audit
Committee on the operational and financial reports, compliance and
risk management reports provided by the management. The Audit
Committee also regularly reviews the Group’s performance, risk
management and internal control systems and discusses on the same
with the Board. The Board has stated that it has conducted an audit
and review of the Company’s risk management and internal control
system for the year ended 31 December 2022 and no significant
issues have been identified so that significant operational risks could
be effectively prevented. The Board considers that the Group’s risk
management and internal control systems are effective and adequate
in terms of resources, staff qualifications and operations, training
programmes received and the budget thereof.
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The major characteristics of the risk management and internal control
systems are: the Company has consolidated the risk management and
internal control systems and has formulated the systematic framework
from the level of the Company and business. Under such framework,
a mutual mapping between key risk points and control points is
established by setting up risk control matrix in order to implement
the control measures in relation to risk identification, evaluation and
addressing in various business processes within the enterprise.
As a result, risk management and internal control can be merged
in organic manner. The Company shall classify the internal control
system into three layers, namely the basic management system,
specific regulations/management measures and detailed rules for
implementation. The effectiveness of various rules and regulations
shall be evaluated each year and annual construction plan of the
system shall be devised in accordance with the evaluation results and
the regulatory requirements and based on the business need of the
Company and such rules and regulations that need to be established,
amended and abolished shall be expressly provided. The Company
highly values the dynamic monitoring of risk management. Based on
the changes of the internal and external environments of the Company,
the impact created on the Company’s operating process by various
risks and the possibility of the loss caused by such various risks are to
be quantified; and the Company’s risk tolerance and risk addressing
strategies are reasonably confirmed. The Company seriously concerns
about the management and control of major risks, focus on the major
risks evaluated, refines the solution thereof; analyses in depth the root
cause for the generation of the major risks, causes of risks, possible
impacts and addressing strategies to be adopted; and formulates

practicable measures for risk management and control.
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The procedures by which the Company examines the effectiveness of
the risk management and internal supervision system shall include:
to formulate an appraisal proposal, to establish appraisal team, to
implement on-site test, to identify and control defects, to summarise
and compile the appraisal results, and to prepare an appraisal
report. The Company shall authorise the internal audit department
to be responsible for the specific organisation and implementation
of the appraisal on internal control. The Company shall put forward
some confirmed opinions after conducting comprehensive analysis
on the defects in internal control. Then, the Company shall make a
final confirmation after it has carried out the review pursuant to the
stipulated authority and procedures and shall classify such defects
as material defects, important defects and general defects based
on the impact produced by such defects. Such confirmed opinions
shall be proposed in form of a written report to report to the Board of
Directors and the Operating Meeting. Material defects shall be finally
confirmed by the Board of Directors. The Company shall timely adopt
the corresponding strategies with respect to the material defects and
important defects, and practicably control risks within the range that
the Company can undertake. In addition, the Company shall pursue
the liabilities of the relevant department or personnel.

We have also appointed and reappointed external professional
advisors (including the auditor, legal or other advisors) for provision of
professional advice and continuous guidance on how we observe all
applicable related laws and regulations.

For purposes of such various risks we are exposed to during our
operation, we focus on the strengthening of the internal control and
risk management systems. We have implemented many policies
and measures in order to ensure that effective risk management is
conducted in respect of the operation, financial reports and records,
fund management and the compliance with applicable laws and
regulations of Hong Kong and China. We attach importance to various
environmental, social and governance risks and the Board and
management have overall responsibility for these risks. In addition, the
Company has a safety management department to regularly manage
and monitor the environmental and social risks faced by the Company
and has established a series of systems and contingency management
plans and is responsible for reporting to the Audit Committee and the
Board when there are significant changes to the relevant risks so that
timely effective measures can be taken to reduce the risks and mitigate
the damage in a timely manner. During the Reporting Period, the Board
has reviewed the environmental, social and governance structure of
the Company and considered that resources, staff qualifications and
operations, training programmes received by employees and relevant
budget were adequate.
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In addition, the Company places a great emphasis on inside
information management. For the purposes of strengthening the
confidentiality of inside information, maintaining the fairness of
information disclosure and protecting the legal interests and rights
of the general investors, the Company formulated the Information
Disclosure System of Kunming Dianchi Water Treatment Co., Ltd. ({(&
BRI KIS R B R A Al {5 B & &l £ )), the Internal Reporting
System of Material Information of Kunming Dianchi Water Treatment
Co., Ltd. KEREMKBIRNMBRAFTNERNEEAMBS 6 E))
and other internal documents and formed the lawful and compliant
information disclosure mechanism in accordance with the requirements
of relevant laws and regulations, the Listing Rules and other regulatory
documents. During the Reporting Period, the Company carried out
information disclosure strictly pursuant to the regulatory requirements
and expressly stipulated that the Board of Directors shall manage in a
uniform manner and be responsible for the information disclosure. The
Chairperson is the first officer in charge of the information disclosure
and the Company Secretary is the main person in charge of the
Company’s information disclosure. Moreover, detailed provisions in
respect of the managerial responsibility of the Directors, Supervisors,
senior management and officers in charge of branches or subsidiaries
shall be made.

G. DIVIDEND POLICY

According to the Company Law in China and the Articles of Association
of the Company, the Company can only pay dividends from the
after-tax profits after making the following distribution:

. Compensation for accumulated losses (if any);

. Allocating the equivalent of 10% of after-tax profits to the
statutory reserve; and

. The amount (if any) approved by the Shareholders at the
general meeting will be allocated to arbitrary provident fund.

After the statutory reserve fund has reached and maintained at 50%
or above the registered capital, no further transfer is required. The
Company’s distributable profit in relation to the above transfer and
the Company’s dividend distribution are expected to be paid by
after-tax profit determined in accordance with the Generally Accepted
Accounting Principles in China or IFRS, whichever is lower.
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All Shareholders are entitled the same right to receive dividends and
distributions distributed by shares or cash.

The proposal of payment and the amounts of dividends will be made at
the discretion of the Board and will depend on the Company’s general
business condition and strategies, cash flows, operating results and
capital requirements, the interests Shareholders, taxation conditions,
statutory and regulatory restrictions, and other factors that our Board
deems relevant. Any dividend distribution shall also be subject to the
approval of our Shareholders in a Shareholders’ general meeting.

H. THE DIRECTORS’ LIABILITY TO THE
FINANCIAL STATEMENTS

The Board of Directors is unaware of any material uncertainties
relating to any events or conditions that may cast significant doubt
on the Company’s ability to continue as a going concern. The Board
of Directors has confirmed to undertake its responsibility for the
preparation of the Group’s financial statements as of 31 December
2022.

l. REMUNERATION OF AUDITOR

Auditors engaged by the Company shall be openly selected and
nominated by the Board and approved by or with the authorisation of
the general meeting of Shareholders. Their remuneration is determined
by the Board as authorised by the general meeting of shareholders.
The Company appointed Baker Tilly Hong Kong Limited as its
international auditor and engaged Baker Tilly China Certified Public
Accountants (Special General Partnership) to handle its PRC domestic
audit work in 2022. During the year, the Group paid RMB2.7 million to
auditors for their audit service for the Group and paid RMB nil for their
non-audit service.
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J. SHAREHOLDERS’ RIGHTS

1. Shareholders have the right to initiate and convene the

extraordinary general meeting

In accordance with the provisions of the Articles of Association of the
Company, the shareholders shall be entitled to the following right: A
shareholder solely holding or shareholders aggregately holding more
than ten percent (inclusive) of shares having voting powers in the
Company may sign a written request to suggest the Board of Directors
for convening an extraordinary shareholders’ general meeting.

2. Shareholders have the right to submit an interim draft

resolution to the Company at the general meeting

It is also provided in the Articles of Association of the Company that
when the Company is to convene a general meeting, a shareholder
holding more than three percent (inclusive) of shares having voting
powers in the Company shall have the right to submit an interim draft
resolution in writing to the Company. Being located at the Company’s
registered office in China and the Company’s headquarters, the Office
of the Board of Directors shall be responsible for handling with such
draft resolution submitted by such shareholder. Should some items in
such interim draft resolution fall into the scope of the job duties of the
general meeting, the Company should have such items included in the
agenda of such meeting.

3. Shareholders are entitled to the inquiry right

As for the inquiry required to be concerned by the Board of Directors,
the shareholders may send an email to the email address at
dshbgs@kmdcsw.com for the Board of Directors or a letter to the
following address. The Company will timely process all the inquiries in
an appropriate manner:

No. 7 Water Purification Plant

Dianchi Tourist Resort

Kunming City, Yunnan Province, the PRC
(For the attention of the Board)
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K. COMMUNICATIONS WITH SHAREHOLDERS

The Company believes that effective communications with shareholders
is essential to enhancement of investors relation and enhancement of
investors’ understanding of the Company’s business and strategies.
The Company highly values shareholders’ opinions and suggestions,
encourage shareholders to attend general meetings to ensure a high
level of accountability and to keep them informed of the Company’s
strategy and objectives. It also carries out investor relations activities
through a combination of channels such as setting up an investor
hotline, emails and holding results presentations for shareholders
to express their views, in order to keep the communications with
shareholders, and to timely satisfy the reasonable demands of all
shareholders. The Company has evaluated the implementation and
effectiveness of its shareholder communication policy during the
Reporting Period. During the Reporting Period, shareholders’ legal
rights such as the right to propose the convening of general meetings,
the right to make proposals, the right to make enquiries and the right to
speak at general meetings have been protected in accordance with the
relevant provisions of the Articles of Association and the Listing Rules.
The Company’s investor hotline, email and other communications
are also kept open. During the Reporting Period, the Company’s
shareholder communication policy was effective.

L. INVESTORS RELATION

The Company believes that good investors relation may help build
more stable and consolidated shareholder base. As a result, the
Company has been and will be dedicated to maintaining a higher
degree of transparency, observing the Listing Rules and timely
providing investors with comprehensive and accurate information,
and constantly performing the obligation of the listed company
on information disclosure. Investors can download and review
the Company’s regular reports, financial statements and trading
announcements on the websites of the Stock Exchange and the

Company.

During the Reporting Period, although the impact of the COVID-19
pandemic hindered opportunities of direct face-to-face communication
between the Company and investors, the Company actively
strengthened its communications with investors via investor special
line, conference calls, making voluntary information disclosure and
others so as to enable investors to understand the corporate strategy

and business operation of the Company in a timely manner.
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The Company will continue to maintain open-up and effective investors
communication policies for the purposes of timely providing investors
with the latest information on the Company’s business subject to the
compliance with the relevant regulatory provisions.

M. ARTICLES OF ASSOCIATION

During the Reporting Period, there were no amendments to the Articles
of Association.

N. ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORT

During the Reporting Period, the Company has complied with the
provisions of “Comply or Explain” (“F# &% ") stated in the
“Environmental, Social and Governance (“ESG”) Reporting Guide”. The
Environmental, Social and Governance Report is set out in Chapter 13
of the “Environmental, Social and Governance Report” of this annual
report.

O. CORPORATE CULTURE

Corporate culture is the soul of an enterprise, one of the cornerstones
for the implementation of corporate strategies and a source of vitality,
health and sustainable development. The Company attaches great
importance to the creation and inheritance of corporate culture. The
Company upholds the business philosophy of “Consummation and
Sustainability”, and adheres to the value of “Advocating science,
daring to be the first, pursuing excellence, serving customers”,
actively expanding the domestic and international ecological and
environmental protection and management markets, providing basic
protection and professional services for environmental protection and
management, ecological civilization construction and economic and
social development, and creating wealth for shareholders and value for
society. As a state-owned listed enterprise, we adhere to the principle
of “developing an enterprise with integrity and creating our culture with
virtues”, and adopt integrity and self-discipline as the code of conduct
for all management and staff. The Company’s corporate culture is
communicated through a top-down approach to ensure that it is in line
with the Company’s development strategy and development stage.
The Company conducts annual training for its employees to enable
them to understand the corporate culture and their code of conduct
at work, so as to achieve unity and clarity of purpose and to ensure
that the Company’s business strategies and plans are successfully
implemented. The Company’s objectives, values and strategies are
aligned with the corporate culture.
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L COMPOSITION OF THE BOARD OF SUPERVISORS

As of 31 December 2022, the Board of Supervisors of the Company

consists of three Supervisors, of whom one is a shareholder

representative Supervisor and two are employee representative

Supervisors. The Supervisors are appointed for a term of three years

and may be re-elected.

The composition of the Board of Supervisors of the Company is as

follows:

Name

% &

Na Zhigiang

il

Yao Jianhua
o=
Shao Wei

a2

Position

B AL

Chairman of the Board of Supervisors;
Employee Representative Supervisor

EFEeFRE BIRKRES

Employee Representative Supervisor

BIRKKRES

Shareholder Representative Supervisor

BRAKRE=S

1. MEETING OF THE BOARD OF SUPERVISORS

During the Reporting Period, the Board of Supervisors of the Company

convened 3 meetings of the Board of Supervisors in total. All

meetings were conducted in accordance with relevant procedures and

regulations and all resolutions were legal and valid. The attendance of

the supervisors is as follows:

Name

&

Na Zhigiang
B & ok

Yao Jianhua
o=
Shao Wei

AR &

Number of meetings attended/

should attend

HiE TESME#ERE
3/3
2/3
3/3

F+E BEFEEHSE

— BTEE4m
HZE2022F12831H AR R EEeRE3RES

Hb 1 2RRRREF 28R IRKEF &S
EHI3F  AERESE-

ARABOEESAKNT
Appointment date
ZIETHH
19 January 2011
201141 A 19AR
19 January 2011
201161 A19H

7 May 2016
20165 A7H

— BEEgEMER
BEAR AARNEFEABHTIREERRH

MAESERORBEFRAEET RBEBEEEN -
EUEEHFEEZBRAT:

Attendance rate

HE =
100%
67%

100%
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E+E BEEgHSE

During the Reporting Period, the Board of Supervisors of the Company,
by attending the Board meetings and general meetings, in conjunction
with the internal audit department and the audit requirements of the
superior competent department, made enquiries and reviewed the
relevant financial information and reports of the Company in order
to diligently perform its supervisory duties to effectively safeguard
the interest of the Company and the minority shareholders. During
the year, the Company managed its operations in accordance with
the Company Law, the Rules Governing the Listing of Securities on
the Hong Kong Stock Exchange, the Articles of Association of the
Company and the relevant regulatory requirements of the higher
state-owned assets regulatory authorities, with lawful decision-making
procedures and a relatively sound internal control system. The
resolutions of the Board of Directors and the general meeting were
in compliance with the relevant laws and regulations and have been
effectively implemented.

Il. MAJOR WORK IN 2022
(1) Monitoring the operation of the Company

The members of the Board of Supervisors of the Company review
the proposals submitted to the Board of Directors and the general
meetings for consideration by attending all the Board meetings and
general meetings of the Company, and integrate internal audit and
external audit into day-to-day supervision and examine the operating
activities of the Company through internal self-inspection and external
inspection mechanism. The Board of Supervisors believes that
the operating activities of the Company are in compliance with the
provisions of the relevant laws and regulations of the state and the
Articles of Association, the decision-making procedures are legal,
and the Company has not engaged in any operating activities that are
in violation of laws and regulations or exceed the scope of business
operation as prescribed in laws and regulations.

(2) Monitoring the Directors and senior management of the

Company for their performance of duties

The members of the Board of Supervisors of the Company monitor the
Directors and senior management of the Company performing their
duties by attending the Board meetings, reviewing various proposals of
the Board and examining the daily operation and management of the
Company.
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As Mr. Luo has been subject to investigation by the Kunming
Disciplinary Inspection Committee of the Communist Party of China
and the Kunming Supervisory Committee for suspected serious breach
of disciplines and laws, on 7 February 2023, the Board resolved
to propose the removal of Mr. Luo from relevant positions of the
Company. Save for this, during the Reporting Period, the Board of
Supervisors was not aware of any Directors or senior management
who acted illegally or in violation of laws and regulations or to the
detriment of the rights and interests of the Company and Shareholders.

(3) Monitoring the financial position of the Company

As of 31 December 2022, the Board of Supervisors of the Company
carefully reviewed the relevant financial information and audit reports
of the Company. The Board of Supervisors believes that during
the Reporting Period, the Company has diligently implemented
the “Accounting Law”, the “Accounting Standards for Business
Enterprises”, the “International Accounting Standards” and other
relevant financial standards, with compliant and effective accounting
and financial management in place. The financial accounting reports
issued for each of the periods in the year 2022 presented a fair and
true view, in all material respects, of the financial position and results
of operations of the Company and did not contain any false entries,
misleading statements or material omissions.

(4) Monitoring the connected transactions of the Company

The Board of Supervisors reviewed the connected transactions
that took place during the Reporting Period and examined the
decision-making process in relation to these transactions. The Board of
Supervisors believes that such connected transactions were conducted
on normal commercial terms, were fair, equitable and reasonable, and
there existed no damages to the interests of the Company and other
shareholders.
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Y2 == i~ =+
F+E BEEEgRE
(5) Monitoring the establishment and implementation of

internal controls of the Company

The Company has established a rather complete internal control
system, which was in compliance with the requirements of the relevant
laws and regulations of the state and meeting the actual needs of
production, operation and management of the Company. Such system
could be effectively implemented. The establishment of the internal
control system has produced effect on better risk prevention and
control on various sectors of production, operation and management
of the Company. With the development of the Company’s business
and changes in risks, the Company has made amendments and
supplements to the relevant systems in a timely manner to form a
dynamic supervision mechanism. During the Reporting Period, the
supervisory activities of the Board of Supervisors did not identify any
material risk existing in the Company and there was no objection to the
supervision matters during the Reporting Period.

(6) Monitoring the information disclosure by the Company

In strict compliance with the “Company Law of the People’s Republic
of China” ({ F ZE AR £ MBI A 7 %)), the Securities Law of the
People’s Republic of China ({(/F # A R # fl & & % %)), the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (BB W& X S B R A A% % L™ # Bl)) and other
relevant laws and regulations, the Company, the Board of Directors
and the management fulfilled their obligations to disclose information
that may have a material impact on the share price of the Company
and information required to be disclosed by the Stock Exchange within
the prescribed time, on the prescribed media and in the prescribed
manner in a true, accurate and complete manner, and reported to the
regulatory authorities in accordance with relevant requirements without
any false entries, misleading statements or material omissions.
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(7) Conducting collective or special supervision and

inspection

In order to further improve the level of decision-making in a lawful,
democratic and scientific manner, and to diligently implement the
requirements of the “Three Important and One Large Matters”
decision-making system as stipulated by the higher regulatory
authorities, the Board of Supervisors participated in the special
inspection on the implementation of the “Three Important and
One Large Matters” decision-making system of the Company, and
carried out inspections on matters requiring rectification. The Board
of Supervisors is of the view that during the Reporting Period, the
Company has improved the system construction, strengthened the
supervision of decision making, standardised the decision making
conducts and enabled risk prevention in the decision making of major
issues, which facilitated the healthy development of the Company.

IV. 2023 ANNUAL WORK PLAN

In 2023, the Supervisory Committee will continue to strictly comply with
the laws, regulations and the Articles of Association of the Company,
faithfully and diligently perform its duties and obligations to effectively
safeguard the interests of the Company and its shareholders, and
ensure the standardized and healthy operation of the Company. In
the coming year, the Board of Supervisors will perform its supervisory
functions in the following aspects:

(1) Diligently performing duties according to relevant laws and
regulations. In 2023, the Board of Supervisors will continue
to implement and improve the working mechanism and
operational mechanism of the Board of Supervisors, diligently
implement the requirements of relevant laws and regulations,
improve the supervision and management of the Company’s
lawful operation, strengthen the communication with the Board
of Directors and the management, and supervise the Board of
Directors and senior management in accordance with the law,
so as to further rationalise and regulate their decision-making
and operation activities.
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(2)

(3)

BEEERE

Strengthening supervision to prevent risks. The Board of
Supervisors will focus on financial supervision and conduct
supervision and inspection of the Company’s financial
position in accordance with the law. It will further advance
and strengthen the internal control system, regularly obtain
information from the Company and understand the operating
conditions of the Company, and make timely recommendations
to stop and rectify any problems identified. It will also maintain
regular communication and liaison with the internal audit
department, the disciplinary inspection and supervision
department and the accounting firm engaged by the Company,
and make full use of internal and external audit information to
understand and grasp the situation in a timely manner.

Strengthening education to enhance the ability to perform
duties. In 2023, the Board of Supervisors will continue to
actively organise financial, legal and business-related training
and learning sessions to enhance its ability of supervision and
inspection, broaden its professional knowledge and improve
its professional competence, so as to better perform the
supervisory functions of the Board of Supervisors.
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To the members of Kunming Dianchi Water Treatment Co., Ltd.
(Incorporated in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Kunming
Dianchi Water Treatment Co., Ltd. (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 160 to 310,
which comprise the consolidated statement of financial position as at
31 December 2022, the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows of the Group
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31 December 2022, and of its consolidated financial performance and
consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board (the “IASB”) and have been
properly prepared in compliance with the disclosure requirements of
the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“‘HKSAs”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”). Our responsibilities under those
standards are further described in the “Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements” section of our report.
We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements for the year ended 31 December 2022. These
matters were addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

HEEER

HRESTEERBERMOZIEHNE RAYEE
F2022F12A3MBILEFEMAE GBI RER B EE
BAEENEFH S LEHEERMBFAERES
HOBREARHEEERBETEEN -RMHAT S
HELZERHEBNHER -

Impairment assessment of trade receivables

estimates and judgements” and Note 3 “Financial Risk
Management — Financial risk factors — Credit risk” to the | —
consolidated financial statements.

As at 31 December 2022, the net carrying amount of trade
receivables was approximately RMB2,873,599,000 and loss | —
allowance provisions for trade receivables was approximately
RMB81,712,000.

The management of the Group estimates the amount of
lifetime expected credit losses (“ECL”) of trade receivables | —
individually or based on provision matrix through grouping
of various debtors that have similar loss patterns, after
considering the historical loss rates experience, ageing of
overdue trade receivables, customers’ repayment history and
customer’s financial position. Estimated loss rates are based
on historical observed default rates over the expected life of
the trade receivables and are adjusted for forward-looking
information.

We identified the above matter as a key audit matter due to
the involvement of subjective judgement and management
estimates in evaluating the ECL of the Group’s trade | —
receivables at the end of the reporting period.

Refer to Note 27 “Trade and other receivables”, Note | Our audit procedures included, but are not limited to, the
2 “Significant accounting policies — Critical accounting | following:

We evaluated the internal controls over the Group’s
assessment process in relation to the recoverability
of trade receivables.

We obtained an understanding of management’s
debt collection and recovery procedures with the
customers for those aged receivables or amounts in
dispute.

We assessed the reasonableness of management’s
loss allowance estimates by examining the
information used by management to form such
judgements, including testing the accuracy of the
historical default data, evaluating whether the
historical loss rates are appropriately adjusted based
on current economic conditions and forward-looking
information and examining the actual losses recorded
during the current financial year and assessing
whether there was an indication of management bias
when recognising loss allowances.

We tested on a sample basis, the accuracy and
completeness of the ageing report for trade
receivables.
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KEY AUDIT MATTERS (continued)
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REEFERE)

Accounting treatment for service concession arrangements

The Group entered into service concession arrangements
with government authorities or their designators in respect
of the wastewater treatment, reclaimed and running
water supply business under Build-Operate-Transfer and
Transfer-Operate-Transfer arrangements in the People’s
Republic of China. The arrangements were accounted
for in accordance with IFRIC-12 Service Concession
Arrangements. The accounting treatment for service
concession arrangements involved significant management
judgements and estimates, including the determination
of applicable accounting models, estimation of the future
guaranteed receipts, prevailing market rates of construction
gross margins and discount rates as used in the valuation
process. As a result, we identified the accounting treatment
for service concession arrangements as a key audit matter.

Our audit procedures included, but are not limited to, the
following:

- We obtained an understanding of, assessed and
tested the relevant internal controls over accounting
for service concession arrangements.

- We assessed whether the accounting model adopted
was in line with IFRSs by reviewing the contract
terms of whether the Group has an unconditional
contractual right to receive a determinable amount
of payments from grantors and/or receives a right
to charge users of public services under the service
concession arrangement during the concession
period, and reviewed the methods and assumptions in
determining the future guaranteed receipts estimated.

- We performed a comparison of the inputs to the
accounting models with external market data,
especially for gross margin, for which we considered
the observable market data.

- We reviewed management’s appropriateness on
computation of amortised cost of financial receivables
and intangible assets, allocation of consideration
between financial receivables and intangible assets
and the related revenue recognition, and tested key
management estimates including discount rates used
by comparing to the relevant market interest rates.
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KEY AUDIT MATTERS (continued)
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OTHER MATTER

The consolidated financial statements of the Group for the year ended
31 December 2021 were audited by another independent auditor
whose report dated 25 March 2022 expressed an unmodified opinion
on those consolidated financial statements.

OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the
2022 annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance

conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with our agreed terms of engagement and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated

financial statements.

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

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

the override of internal control.

. Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT #8MA B SHMBHR R REMNE X

OF THE CONSOLIDATED FINANCIAL STATEMENTS (4&)
(continued)

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

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

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

. Obtain sufficient appropriate audit evidence regarding the -
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

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

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats
or safeguards applied.

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

The engagement director on the audit resulting in this independent
auditor’s report is Leung Yun Wa.

Baker Tilly Hong Kong Limited
Certified Public Accountants
Hong Kong, 24 March 2023

Leung Yun Wa
Practising Certificate number: P08096
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FT+T"F SHMHBHR AHEBEmZREMzEREE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

Year ended 31 December
HE12RA3MALEE

2022 2021

2022 & 2021

Notes RMB’000 RMB’000

Bt 7F AR¥Tx ARBFT

Revenue N ) 2,065,863 2,317,738
Cost of sales 8 & KA 6 (1,208,592) (1,592,956)
Gross profit EF 857,271 724,782
Selling expenses HEEMA 6 (4,339) (13,705)
Administrative expenses THEA 6 (121,307) (140,477)
Research and development expenses mE B R 6 (542) (7,299)
Impairment loss on investment in an associate B R AR EE L 22 (5,576) =
Net impairment losses on financial assets TREERBEKXFHE 3.1(b) (114,486) (59,593)
Other income — net H Al 2 — % = 7 68,171 28,025
Other losses HiEE 8 (890) (3,365)
Operating profit T F 678,302 528,368
Finance income 8 75 A 9 39,338 83,705
Finance costs B 75 B AN 9 (349,484) (213,652)
Finance costs — net B IS B AR — % 58 9 (310,146) (129,947)
Share of results of associates RN F Sl 22 (691) (1,728)
Profit before tax A A 367,465 396,693
Income tax expense Fiisfi & R 11 (43,330) (57,142)

Profit for the year FEEME 324,135 339,551
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)
EHEZERE B2 EWEFRGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

£+

EHMBHRE

Notes
Mt &F
Other comprehensive income EHtzml =
Item that may be reclassified subsequently HEMEEN D HEEED
to profit or loss: ZIHEAH
Exchange differences arising from translation of B HE /BN EKE LW
foreign operation EXER
Total comprehensive income for the year EEZEWNERE
Profit attributable to: FEES
— Equity holders of the Company — KRB ERIFTAEA

— Non-controlling interests

—JEES S

Total comprehensive income attributable to:
— Equity holders of the Company
— Non-controlling interests

EHNERERBR:
—AAFESEFAA
—JEES R S

Earnings per share for profit attributable to
equity holders of the Company
(expressed in RMB per share)

— Basic and diluted earnings per share

BERANAEEHAA
B 7R B B U A
(BB AR T
—EARARWHETRKE 14

RRAHREMBKBERMERLE 2022 FEHRE

Year ended 31 December
HE12A3MALEE

2022 2021
2022 % 20214
RMB’000 RMB’000
AR¥F 1 ARBFor
(1,049) (1,219)
(1,049) (1,219)
323,086 338,332
322,250 338,278
1,885 1,273
324,135 339,551
321,201 337,059
1,885 1,273
323,086 338,332
0.33
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FT+T2F SHUHBHEET SHMBARAR

AS AT 31 DECEMBER 2022 72022412 H31H

2022 2021
2022 £ 20214
Notes RMB’000 RMB’000
b &F AR¥Tx ARBFor
Non-current assets ERBEE
Investment properties wEYE 15 277,462 276,377
Right-of-use assets/land use rights B EE+ {5 A 16 411,454 424,945
Property, plant and equipment NEE s THREZE 17 2,716,650 2,637,090
Receivables under service concession BHCEEBETH
arrangements JE W 3R 1B 18 2,546,421 2,732,351
Amounts due from customers for construction EBREFEEARNK
contracts 19 675,715 559,714
Contract assets AEHEE 20 109,121 249,825
Intangible assets mREE 21 547,180 313,494
Investments in associates E B 22 6,526 12,793
Deferred tax assets B IR E E 23 81,028 84,490
7,371,557 7,291,079
Current assets RBEE
Receivables under service concession BHALEEBETH
arrangements & Uk k18 18 44,128 5,463
Amounts due from customers for construction EREFEEARK
contracts 19 35,602 22,785
Inventories FE 24 21,890 16,595
Financial assets at amortised cost LABESHRK ANFT 2 0 € Bt
& E 26 240,000 294,000
Trade and other receivables & U BR 3R K H b fE U 3R 27 3,676,339 2,884,020
Cash and bank balances e RIRITHE 28 131,494 1,504,346
Restricted funds SR E® 28 181,194 49,650
4,330,647 4,776,859
Current liabilities nBEaR
Trade and other payables JE -5 BR 3K I E i E A5 3R 29 806,410 678,982
Contract liabilities ERAG 29 6,839 7,505
Tax payables JE 5§ 18 79,431 97,494
Borrowings EEN 30 3,346,394 4,212,914
Financial liabilities at fair value BEAARBEFTFABZ®N
through profit or loss SR8 25 110,450
4,239,074 5,107,345
Net current assets (liabilities) NBEE(BERFE 91,573 (330,486)
Total assets less current liabilities HEERRBAR 7,463,130 6,960,593
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
¥+ GHMBHRR SHMBNRRRUEE)

AS AT 31 DECEMBER 2022 72022412 A 31 H

2022 2021
2022 F 20214
Notes RMB’000 RMB’000
M i ARBT T ARB T
Non-current liabilities ERBEE
Deferred revenue iR AT Y 2= 31 230,943 245,267
Borrowings ER 30 2,522,693 2,193,023
Deferred tax liabilities EERIEE B 23 51,903 86,492
2,805,539 2,524,782
NET ASSETS FEE 4,657,591 4,435,811
Capital and reserves BARRE
Share capital fi& 75 32 1,029,111 1,029,111
Other reserves % s 33 1,575,452 1,543,576
Accumulated profits B 17 g 25 2,044,427 1,854,715
Equity attributable to equity holders AABREBZHAA
of the Company FE 1L # &= 4,648,990 4,427,402
Non-controlling interests IR 8,601 8,409
TOTAL EQUITY R 4,657,591 4,435,811

The consolidated financial statements on pages 160 to 310 were S$160E X E310E v A H B BEHRER I EL=EEE R
approved and authorised for issue by the Board of Directors on 24 202343 H24B#t ERFE#E T ITHATEER

March 2023 and signed on its behalf by: REE
Zeng Feng Chen Changyong
B BRE B
Director Director
EF BE
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HEBHE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

FTZE AHMHBHmET SHE

Attributable to the equity holders of the Company

FAAREHEANER Non-
Other  Accumulated controlling
Share capital reserves profits Total interests Total equity
B A& kb BEKE oy FeiuEs ER4E
RMB000 RMB'000 RMB'000 RMB000 RMB000 RMB000
AREFL ARETT AREFT AREFT AREFTT AREFR
(Note 32) (Note 33)
(W i#32) (W #33)
At 1 January 2021 #202151 818 1,029,111 1,523,380 1,712,800 4,265,291 7,136 4,272,427
Profit for the year FENA - = 338,278 338,278 1,273 339,551
Other comprehensive income: HEth2 Ml :
Item that may be reclassified subsequently Z 1 fj s E# 7 2
to profit or loss BxZEA
Exchange differences on consolidation B X Z% - (1,219) - (1,219) - (1,219)
Total comprehensive income for the year £E2ENEAE - (1,219) 338,278 337,059 1,273 338,332
Transactions with owners: BRAENRS:
Contributions and Distributions HERAIR
Dividends (Note 13) AEB A 213) - - (174,948) (174,048) - (174,948)
Transfer to statutory reserves (Note 33(a)) 12 5UA TE & & (1 i 33(a)) - 21,415 (21,415) - S =
At 31 December 2021 R2021%£12 3310 1,029,111 1,543,576 1,854,715 4,427,402 8,409 4,435,811
At 1 January 2022 RW202261 7818 1,029,111 1,543,576 1,854,715 4,427,402 4,435,811
Profit for the year EEFE - - 322,250 322,250 324,135
Other comprehensive income: HEthz b :
Item that may be reclassified subsequently # /£ aJ st & # 7  F 1 %
to profit or loss ZEH

Exchange differences on consolidation &3 = &

Total comprehensive income for the year £E2E N E#E

Transactions with owners: RRBEENZ S
Contributions and Distributions HERAE
Dividends (Note 13) PRBE (K H13)

Dividends to non-controlling shareholders 9 ik I & F 3F 2 44 ## %
Transfer to statutory reserves (Note 33(a)) & BU% & & f& (41 i 33(a)
Others i

At 31 December 2022 R2022%12A31A 1,029,111

(1,049)

(1,049)

29,627
3,298

1,575,452

322,250

(102,911)

(20,627)

2,044,427
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(1,049)

321,201

(102,911)

3,298

4,648,990

(1,693)

(1,049)

323,086

(102,911)
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS
EHUHHRE SHEEZRER

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

#+=

Notes
B &t

OPERATING ACTIVITIES BEED
Cash used in operations KEGEAOR 2 35(a)
Interest paid 2 A B
Income tax paid ERAEH
Net cash used in operating activities REFHEANREEIH
INVESTING ACTIVITIES BEETH
Purchase of property, plant and equipment BETHE IHEXHE
Purchase of intangible assets BEEEVEE

Concessions that will form an intangible asset
model under contract assets

Proceeds from disposal of property, plant and
equipment

Loans to related parties

Repayments from related parties

Repayments from a third party

Interest received

Government grants received relating to
purchase of property, plant and equipment

EANEBEETBEKER
BEBRANFIFRE#E
HETHE IBRERXE

Fi 1% *x
B A 37(b)(ii)
BT R 37(b)(iii)
EFE=HEX
2T E

WEHREEE TNBE  TK
MEEEB R Z B8 31

Refund of government grants iR [B] I 4 BY 31
Settlement of consideration in respect of BHENARFEE 2 KB
subsidiaries previously acquired e A al R E
Proceeds from disposal of a subsidiary HE—BHRBAA®
F 13 5/ IA 40
Net cash (used in) from investing activities BREETHERELEN
R&FH

RRAHREMBKBERMERLE 2022 FEHRE

2022
2022 £
RMB’000
AR#FT

(15,038)
(197,121)
(90,470)

(302,629)

(366,388)
(2,947)

8
(760,000)
900,000
68,000
29,183

(1,985)

(16,358)

53,950

(96,537)

2021
20214
RMB’000
ARETT

(415,434)
(239,146)
(62,377)

(716,957)

(57,677)
(1,847)

(141,764)
422
(1,030,000)

1,380,000

90,613

10,000

(18,839)

230,908
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

E+ZF GHUEBER=R

EHREERERE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

Notes
B o
FINANCING ACTIVITIES BLEEE
Increase of restricted funds EMERGE S
Dividends declared and paid to the Company’s MARREZEFEEATIR
equity holders N A5 B I
Dividends declared and paid to non-controlling MEZEME R A 8T
interests of non-wholly owned subsidiaries I% #E 2= Bk & AR F
New borrowings raised EBRABX 35(b)
Repayments of borrowings BEENR 35(b)
Settlement of financial liabilities at fair value BERPAALEESABRR
through profit or loss MEmaE 35(b)
Repayments of lease liabilities BEHREAR 35(b)
Net cash (used in) from financing activities MEEFHEREEN
R&38
Net (decrease) increase in cash and cash RERREEBEYF
equivalents (i 4>) & #n

Effect on exchange rate changes

EXRDYE

Cash and cash equivalents at the beginning WMEHUTHRE R
of the reporting period ReEEY

Cash and cash equivalents at the end REPEANEAER
of the reporting period HREEEY

166 2022 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

2022
2022 £
RMB’000
AR¥Tx

(131,544)

(102,911)

(1,693)

3,638,980

(4,286,892)

(89,477)

(973,537)

(1,372,703)

(149)

1,504,346

131,494

2021
20214
RMB’000
AR® T
(41,660)

(174,948)

3,484,207
(2,023,065)

(410)

1,244,124

758,075

(3,669)

749,940

1,504,346



FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

1. GENERAL

Kunming Dianchi Water Treatment Co., Ltd. (the “Company”) was
incorporated in Yunnan Province of the People’s Republic of China
(“PRC”) on 23 December 2010 as a joint stock company with limited
liabilities under the Company Law of the PRC and its shares are listed
on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The registered office of the Company is located at
Water Purification Plant No. 7, Kunming Dianchi Tourist Resort.

As at 31 December 2022, the directors consider the Company’s
immediate and ultimate holding company is Kunming Dianchi
Investment Co., Ltd. (R BAE Mm% & B F AR 2 @, “KDI"), a state-
owned enterprise established in the PRC.

The Company and its subsidiaries (together, the “Group”) are
principally engaged in the development, design, construction, operation
and maintenance of water supply and wastewater treatment facilities
in the PRC. The activities of the principal subsidiaries of the Company
are set out in Note 38 to the consolidated financial statements.

2. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards
(“IFRSs”) issued by the International Accounting Standards Board
(the “IASB”), which collective term includes all applicable individual
IFRSs, International Accounting Standards (“IASs”) and Interpretations
issued by the IASB and the disclosure requirements of the Hong
Kong Companies Ordinance. These consolidated financial statements
also comply with the applicable disclosure requirements of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”). There is no significant difference between the data recognised
through the IASs and the data recognised in accordance with the
Chinese Accounting Standards.

1. —BEH

ERHAEMKBROERQA(TAL2F])RZEF
EARLAME(THE]) QR IZEINR2010F12 423 H
ErEZmEAFMR IR EREETLA H
BOEBEABERSHMAERARA(E XK EIR
Ff-ARRMFMBEECRERHEDIREE
BIEE 55 KB IR -

MR2022F12A31B EERAARANEE K&
BRI ARG ARHENREARETARTREMR
Bt &) EARPBERKIHORE -

ARRAREMBAR(GBIAEENETEEE
TEERELEMBKERRENFE Rt I
BENMEE - ALBAETENBLAANEHHENE
BF B 75 ¥R R P 7E 38 -

b:[1]}

2. FEEFHEHXK

ZERHYBHRRERREFE SF LB EG(H
BRE st R EEE )R M R RS 4R (TE
BEHBEHEEN]D HEEMEEMNER K
BHEHmEER BERSAEZAN(BEBREFENDR
2B URBERAAGINEEREMRHE - K4
HHBHRRTETHEIAESF ETRUNTEHR
ADMERKRERE - BBEEE &R ERK
FEEZRIBESHLEABRBNBESAFEEAXN
ERe

EREMKBERHARLT 2022 FEHE
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FEESHKRE)
(continued)

The Group has applied, the following amendments or annual A&EBEER A S HENZSHBERERD E LR
improvements for the first time to these financial statements for the  F A T~ {& 5T 748 8 4F € Bk i -
current accounting period:

Amendments to IFRS 3 Reference to the Conceptual B B 75 2R 45 2E Al 2 AE 28 45 5l
Framework EXEACCH IR
Amendments to IFRS 16 Covid-19-Related Rent Concessions B BF 75 2R & 2E A 202146 A30H 2. &
beyond 30 June 2021 F165% (BT &) 2019 B MR mERIEE
BRELER
Amendments to IAS 16 Property, plant and equipment — R & E AR E 165 THE THREXKE X
Proceeds before intended use (BFT &) EfE AR A 2 A8
KRIE
Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling NG ERFEITHR EBEAHN-BITAEHONK
a Contract CHEN) ZIN
Annual Improvements to Amendments to IFRS 1, IFRS 9, B 7% R S ZE Al B B B 7 R ZE Rl 221
IFRS Standards lllustrative Examples accompanying 2018 F = 2020 F 5% B BR B S RS AR
2018-2020 IFRS 16, and IAS 41 FEH#E Eoik BB ®RE

7 A1 55 16 5% B8 M &0 7%
AR K BB & At
A %5 41 5% (& 5] &)

None of these developments have had a material effect on how the  #8 8 {& 5] I ok % 7N &= B 45 2L 5L 51 3R & HA o gy 2 2
Group’s results and financial position for the current or prior periods B ERF BRI T RELEEAFTE - AE BT K
have been prepared or presented. The Group has not applied any AT MR A S5t HIME 5 R ERHF LB K2 -
new standard or interpretation that is not yet effective for the current

accounting period.

A summary of the principal accounting policies adopted by the Group ASBEHRANETEZ S BRRBEWOT -
is set out below.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

At the date of approving these consolidated financial statements, the
IASB has issued a number of revised IFRSs that are not yet effective
for the current year and which the Group has not early adopted. These
include the followings which may be relevant to the Group.
Amendments to IAS 1 Classification of Liabilities as Current
or Non-current and Non-current
Liabilities with covenants”
Amendments to IAS 1 and
IFRS Practice Statement 2

Disclosure of Accounting Policies®

Amendments to IAS 8 Definition of Accounting Estimates®

Amendments to IAS 12 Deferred Tax Related to Assets and
Liabilities arising from a Single
Transaction®

Amendments to IFRS 16 Lease Liability in a Sale and
Leaseback™

Amendments to IFRS 10 and

IAS 28

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®

(& Effective for annual periods beginning on or after 1 January 2024

2. EITEEFHERE

REHMBRREMEAH B

R (#%&)

W@ =+ X HI| I8 5

BCEMETRAFERRERE RSB I ER

AT R A 2 B R

LB I 4R ok o B8

RIR-EHRBEA

BB AL B Z AT ER -

B BR & 5 £ B %1 5%
CCIN)

B et £RF1HER
B B B 755 3 5 E B
EBBHAF2R
CCHEN)

=& A E R F 8%
(7T A)

BB & 5t R 1257
(7T A)

B R B 7% ¥R 5 2 B
F165%

BT WA R0

5% K B B & At 2R
F285% (17T )

BB ESEER A
FERIRE R Bt B R &% /9
35//“/ E E _-t(1)

BEEITHED

B 3t 15 A8 E

BHE—QRGELNEE
KEEFHNELH
I5 (2)

EREMEAHERED

REZHABEN A2
AEDLEZREE
HEHH A

@ MN2024F1A1A R 2B 2 FEHBER

@ Effective for annual periods beginning on or after 1 January 2023 @ MN2023F1 A1 A 2% FB 2 FEHBER

@ The effective date to be determined @ 1% T % E &R H B

The management of the Group does not anticipate that the adoptionof A EBEEREEEH N A RBEREAEZEH K

the new/revised IFRSs in future periods will have any material impact {E:] BB EHELEBIW RER 2 & 6B R E

on the Group’s consolidated financial statements. WERERERNTE -
BHEMKBRMBERLAR 2022 FEHEH
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FOR THE YEAR ENDED 31 DECEMBER 2022 £

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

The measurement basis used in the preparation of these consolidated
financial statements is historical cost basis, except for investment
properties and financial liabilities at fair value through profit or
loss (“FVPL”) which are measured at fair value as explained in the
accounting policy set out below.

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries. The financial
statements of the subsidiaries are prepared for the same reporting
year as that of the Company using consistent accounting policies.

All intra-group balances, transactions, income and expenses and
profits and losses resulting from intra-group transactions are eliminated
in full. The results of subsidiaries are consolidated from the date on
which the Group obtains control and continue to be consolidated until
the date that such control ceases.

Non-controlling interests are presented, separately from equity holders
of the Company, in the consolidated statement of profit or loss and
other comprehensive income and within equity in the consolidated
statement of financial position. The non-controlling interests in the
acquiree, that are present ownership interests and entitle their holders
to a proportionate share of the acquiree’s net assets in the event of
liquidation, are measured initially either at fair value or at the present
ownership instrument’s proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. This choice of measurement
basis is made on an acquisition-by-acquisition basis. Other types of
non-controlling interests are initially measured at fair value, unless
another measurement basis is required by IFRSs.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Profit or loss and each component of other comprehensive income
are attributed to the equity holders of the Company and to the
non-controlling interests. Total comprehensive income is attributed to
the equity holders of the Company and the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

Changes in the Group’s ownership interests in a subsidiary that do
not result in a loss of control are accounted for as equity transactions.
The carrying amounts of the controlling and non-controlling interests
are adjusted to reflect the changes in their relative interests in
the subsidiary. Any difference between the amount by which the
non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity and
attributed to the equity holders of the Company.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate of
the fair value of the consideration received and the fair value of any
retained interest determined at the date when control is lost and (ii) the
carrying amount of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interests at the date when control
is lost. The amounts previously recognised in other comprehensive
income in relation to the disposed subsidiary are accounted for on the
same basis as would be required if the holding company had directly
disposed of the related assets or liabilities. Any investment retained
in the former subsidiary and any amounts owed by or to the former
subsidiary are accounted for as a financial asset, associate, joint
venture or others as appropriate from the date when control is lost.
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

A subsidiary is an entity that is controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable returns
from its involvement with the entity and has the ability to affect those
returns through its power over the entity. The Group reassesses
whether it controls an investee if facts and circumstances indicate that
there are changes to one or more of the elements of control.

In the Company’s statement of financial position as set out in Note 41
to the consolidated financial statements, investments in subsidiaries
are stated at cost less accumulated impairment losses, if any. The
carrying amount of the investments is reduced to its recoverable
amount on an individual basis, if it is higher than the recoverable
amount. The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not
control or joint control of those policies.

The Group’s investment in associate is accounted for under the
equity method of accounting, except when the investment or a portion
thereof is classified as held for sale. Under the equity method, the
investment is initially recorded at cost and adjusted thereafter for the
post-acquisition changes in the Group’s share of the investee’s net
assets and any impairment loss relating to the investment. Except to
the extent that the Group has incurred legal or constructive obligations
or made payments on behalf of the investee, the Group discontinues
recognising its share of further losses when the Group’s share of
losses of the investee equals or exceeds the carrying amount of its
interest in the investee, which includes any long term interests that, in
substance, form part of the Group’s net investment in the investee.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Unrealised profits and losses resulting from transactions between the
Group and its associates are eliminated to the extent of the Group’s
interest in the investees, except where unrealised losses provide
evidence of an impairment of the asset transferred, in which case they
are recognised immediately in profit or loss.

In the Company’s statement of financial position as set out in Note
41, investments in associates is also accounted for under the equity
method of accounting, less any impairment losses.

Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and accumulated
impairment losses. The cost of an item of property, plant and
equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its
intended use. Repairs and maintenance are charged to profit or loss
during the year in which they are incurred.
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FOR THE YEAR ENDED 31 DECEMBER 2022

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

As described in Note 32(a) to the consolidated financial statements,
the Group received certain completed water supply or wastewater
treatment facilities as capital injection from its controlling shareholder
and undertakes the operation and maintenance of such facilities owned
by the Group in the concession period, during which the Group can
charge service fees based on the supplied water or treated wastewater
to recover its costs of investment, operations and maintenance and
obtain reasonable return, according to the concession agreement
entered in to by the Group and the governmental authority
(“Transfer-Own-Operate” Model or “TOO” Model). Since the Group
directed the use of the assets and controlled the significant residual
interest in the assets under the TOO Model during the concession
period and the Group has the exclusive priority right to extend its
operation period and is not required to return these assets to the
governmental authority at the end of the concession period, the fixed
assets under the TOO Model are accounted for as property, plant and
equipment.

Depreciation is provided to write off the cost less accumulated
impairment losses of property, plant and equipment other than
construction in progress, over their estimated useful lives from the
date on which they are available for use and after taking into account
their estimated residual value, using the straight-line method at the
following rates per annum. Where parts of an item of property, plant
and equipment have different useful lives, the cost or valuation of the
item is allocated on a reasonable basis and depreciated separately.

Buildings and facilities 20 to 50 years
Machinery and equipment 8 to 18 years
Office and electronic equipment 3 to 10 years

Motor vehicles 8 to 10 years
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included
in profit or loss in the year in which the item is derecognised.

Construction in progress represents property, plant and equipment
under construction or pending installation and is stated at cost less
provision for impairment loss, if any. Cost includes the costs of
construction and acquisition as well as interest expenses during the
periods of construction and installation. When the assets concerned
are available for use, the costs are transferred to property, plant and
equipment and depreciated in accordance with the policy as stated
above.

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

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

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within “other
losses” in the consolidated statement of profit or loss and other
comprehensive income.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

The Group transfers a property to, or from, investment property when,
and only when, there is a change in use. A change in use occurs when
the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. In isolation, a
change in management’s intentions for the use of a property does not
provide evidence of a change in use, include:

(a) commencement of owner-occupation, or of development with
a view to owner-occupation, for a transfer from investment
property to owner-occupied property;

(b) commencement of development with a view to sale, for a

transfer from investment property to inventories;

(c) end of owner-occupation, for a transfer from owner-occupied
property to investment property; and

(d) inception of an operating lease to another party, for a transfer

from inventories to investment property.
The Group uses the fair value model for investment property.

If an owner-occupied property becomes an investment property that
will be carried at fair value, the Group applies IAS 16 up to the date of
change in use. The Group treats any difference at that date between
the carrying amount of the property in accordance with IAS 16 and its
fair value in the same way as a revaluation in accordance with IAS 16.

b 11}

2. ITEEFHBRGE)

FAEELRAREDE AREEKNESS
AWURENE - EVERAATBRARED
$RERFERERDERN RIETLARY

BHo-BUMS EEEHERNMEREZNERNEEAD
BRAGE EiE B

(a) ZXIHKBERK IETHBEAEER K
REMFERZARYE

THREZERIALER

12 .
=1

(b) BREMEBERES

R

(c) Ermiba A
WM R

HERBMEERERE

(d) MR - TETKRE2HEER $FEHE
BREREME-

J

AEBEHREMWERAAABEER -

MR -—BEEXEITERYPERRBARABEEN
REWE AEEXRABERSEAE165 &
ERgEP A - AEEBFZARBEER G E
AIE16R R ENMERASREERIABEZH
MEMER NEREEER S ERE165% E 1T
ENHEARNTAEHE -

176 2022 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investment properties are buildings that are held by owner or lessee
to earn rental income and/or for capital appreciation. These include
properties held for a currently undetermined future use.

Investment properties are stated at fair value at the end of the
reporting period. Any gain or loss arising from a change in fair value is
recognised in profit or loss.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use and no future
economic benefits are expected from its disposal. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the
asset) is included in profit or loss in the year in which the item is
derecognised.

The Group engages with government authorities in the development,
financing, operating and maintenance of wastewater treatment,
water supply and other services (the “Concession Services”) over
a specified period of time (the “Service Concession Period”). The
Group has access to operate the wastewater treatment, water supply
and other facilities to provide the Concession Services in accordance
with the terms specified in the arrangement.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

The Group recognises the related rights in the service concession
arrangements as intangible assets or financial assets. The operator
shall recognise an intangible asset to the extent that it receives a right
(license) to charge users of the concession service and shall recognise
a financial asset to the extent that it has an unconditional contractual
right to receive a guaranteed minimum volume from the grantor.
Therefore, intangible assets — concession rights are recognised
for the rights under these service concession arrangements by the
Group, which are amortised on a straight-line basis over the Service
Concession Period ranging from 20 to 30 years.

Purchased computer software license are capitalised on the basis of
the costs incurred to acquire the specific software. These costs are
amortised over periods ranging from 5 to 10 years.

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

— property, plant and equipment;

- right-of-use assets/land use rights;

- intangible assets; and

- investments in subsidiaries in the Company’s statement of
financial position.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

If any such indication exists, the asset’s recoverable amount is
estimated. In addition, intangible assets that are not yet available for
use, the recoverable amount is estimated annually whether or not
there is any indication of impairment.

The recoverable amount of an asset is the greater of its fair
value less costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the
risks specific to the asset. Where an asset does not generate
cash inflows largely independent of those from other assets,
the recoverable amount is determined for the smallest group
of assets that generates cash inflows independently (i.e. a
cash generating unit). A portion of the carrying amount of a
corporate asset (for example, head office building) is allocated
to an individual cash-generating unit if the allocation can be
done on a reasonable and consistent basis, or to the smallest
group of cash-generating units if otherwise.

An impairment loss is recognised in profit or loss if the carrying
amount of an asset, or the cash-generating unit to which it
belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated
to reduce the carrying amount of the other assets in the unit
(or group of units) on a pro rata basis, except that the carrying
value of an asset will not be reduced below its individual fair
value less costs of disposal (if measurable) or value in use (if
determinable).
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FOR THE YEAR ENDED 31 DECEMBER 2022

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

An impairment loss is reversed if there has been a favourable
change in the estimates used to determine the recoverable
amount. A reversal of an impairment loss is limited to the
asset’s carrying amount that would have been determined had
no impairment loss been recognised in prior years. Reversals
of impairment losses are credited to profit or loss in the year in
which the reversals are recognised.

The Group has entered into certain service concession arrangements
with governmental authorities (the “Grantor”). The service concession
arrangements consist of Build-Operate-Transfer (the “BOT”)
arrangement and Transfer-Operate-Transfer (the “TOT”) arrangements.
Under the BOT arrangements, the Group carries out construction and
upgrade work of the wastewater treatment and water supply facilities
for the Grantor and receives in return a right to operate the service
projects concerned for a specified period of time (the “Operation
Period”) in accordance with the pre-established conditions set by the
Grantor, and the service projects should be transferred to the Grantor
with nil consideration at the end of the Operation Period. A TOT
arrangement is similar to a BOT arrangement except that the Group
pays consideration for the right to operate the wastewater treatment
and water supply facilities that have been built.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

A financial asset (receivable under a service concession arrangement)
is recognised to the extent that the Group has an unconditional right
to receive cash or another financial asset from the Grantor for the
construction and upgrade services rendered and/or the consideration
paid and payable by the Group to the Grantor. The Group has
an unconditional right to receive cash if the Grantor contractually
guarantees to pay the Group specified or determinable amounts or the
shortfall, if any, between amounts received from the users of the public
services and specified or determinable amounts.

An intangible asset (operating concession) is recognised to the extent
that the Group receives a right to charge users of public services,
which is not an unconditional right to receive cash because the
amounts are contingent on the extent that the public uses the services.

If the Group is paid for the construction and upgrade services or
the cash payments for the rights to charge grantors or public users
(under BOT/TOT arrangement) partly by a financial asset and partly
by an intangible asset, then each component of the consideration is
accounted for separately and is recognised initially in accordance with
IFRS 15.
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FOR THE YEAR ENDED 31 DECEMBER 2022

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue from construction service is recognised over time using an
input method, based on the percentage of completion of the contract,
which is determined by the direct proportion of contract costs incurred
for work performed to date relative to the estimated total contract
costs.

During the Operation Period of the service concession arrangements,
receipts up to the level of the guarantee are treated as repayment of
the financial asset. Costs for operating services are expensed in the
period in which they are incurred.

The Group has contractual obligations which it must fulfil as a condition
of its licenses, that is (i) to maintain the wastewater treatment plants
it operates to a specified level of serviceability and/or (ii) to restore
the plants to a specified condition before they are handed over to the
Grantor at the end of the service concession arrangement. These
contractual obligations to maintain or restore the water treatment
plants, except for upgrade element, are recognised and measured at
the best estimate of the expenditure that would be required to settle
the present obligation at the end of the reporting period. In the opinion
of the directors of the Company, the contractual obligations to maintain
or restore infrastructure were not material to the Group.

Inventories are stated at the lower of cost and net realisable value.
Cost, which comprises all costs of purchase and, where applicable,
other costs that have been incurred in bringing the inventories to
their present location and condition, is calculated using the weighted
average cost method. Net realisable value represents the estimated
selling price in the ordinary course of business less the estimated
costs necessary to make the sale.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial assets are recognised when and only when the Group
becomes a party to the contractual provisions of the instruments and
on a trade date basis.

A financial asset is derecognised when and only when (i) the Group’s
contractual rights to future cash flows from the financial asset expire
or (ii) the Group transfers the financial asset and either (a) it transfers
substantially all the risks and rewards of ownership of the financial
asset, or (b) it neither transfers nor retains substantially all the risks
and rewards of ownership of the financial asset but it does not retain
control of the financial asset.

If the Group retains substantially all the risks and rewards of ownership
of a transferred financial asset, the Group continues to recognise the

financial asset.

If the Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset,
the Group recognises the financial asset to the extent of its continuing
involvement and an associated liability for amounts it may have to pay.

Financial assets (except for trade receivables without a significant
financing component) are initially recognised at their fair value plus,
in the case of financial assets not carried at fair value through profit
or loss (“FVPL”), transaction costs that are directly attributable to the
acquisition of the financial assets. Such trade receivables are initially
measured at their transaction price.

On initial recognition, a financial asset is classified as (i) measured
at amortised cost; (ii) debt investment measured at fair value through
other comprehensive income (“FVOCI”);
measured at FVOCI; or (iv) measured at FVPL.

(iii) equity investment
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

The classification of financial assets at initial recognition depends on
the Group’s business model for managing the financial assets and
the financial asset’s contractual cash flow characteristics. Financial
assets are not reclassified subsequent to their initial recognition unless
the Group changes its business model for managing them, in which
case all affected financial assets are reclassified on the first day of the
following annual reporting period following the change in the business
model.

Derivatives embedded in a hybrid contract in which a host is an asset
within the scope of IFRS 9 are not separated from the host. Instead,
the entire hybrid contract is assessed for classification.

A financial asset is measured at amortised cost if it meets both of the
following conditions and is not designated as at FVPL:

(a) it is held within a business model whose objective is to hold
financial assets in order to collect contractual cash flows; and

(b) its contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on the
principal amount outstanding.

Financial assets at amortised cost are subsequently measured using
the effective interest method and are subject to impairment. Gains
and losses arising from impairment, derecognition or through the
amortisation process are recognised in profit or loss.

The Group’s financial assets at amortised cost include receivables
under service concession arrangements, financial assets at amortised
cost, trade and other receivables, cash and bank balances and
restricted funds.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

These investments include financial assets that are not measured at
amortised cost or FVOCI, including financial assets held for trading,
financial assets designated upon initial recognition at FVPL, financial
assets resulting from a contingent consideration arrangement in a
business combination to which IFRS 3 applies and financial assets that
are otherwise required to be measured at FVPL. They are carried at
fair value, with any resultant gain and loss recognised in profit or loss,
which does not include any dividend or interest earned on the financial
assets.

A financial asset is classified as held for trading if it is:

(i) acquired principally for the purpose of selling it in the near
term;
(i) part of a portfolio of identified financial instruments that are

managed together and for which there is evidence of a recent
actual pattern of short-term profit-taking on initial recognition;

or

(iii) a derivative that is not a financial guarantee contract or not a
designated and effective hedging instrument.

The Group’s financial assets measured at FVPL include the derivatives
— Cross Currency swap.
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities are recognised when and only when the Group
becomes a party to the contractual provisions of the instruments.

A financial liability is derecognised when and only when the liability
is extinguished, that is, when the obligation specified in the relevant
contract is discharged, cancelled or expires.

Financial liabilities are initially recognised at their fair value plus, in the
case of financial liabilities not carried at FVPL, transaction costs that
are directly attributable to the issue of the financial liabilities.

The Group’s financial liabilities include trade and other payables and
borrowings. All financial liabilities except for financial liabilities at FVPL
are recognised initially at their fair value and subsequently measured
at amortised cost, using the effective interest method, unless the effect
of discounting would be insignificant, in which case they are stated at
cost.

Financial liabilities are designated at initial recognition as at FVPL only
if:

(i) the designation eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise
arise from measuring assets or liabilities or recognising the
gains or losses on them on different bases;

(i) they are part of a group of financial liabilities or financial
assets and financial liabilities that are managed and their
performance evaluated on a fair value basis, in accordance
with a documented risk management strategy; or
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

(iii) they contain one or more embedded derivatives, in which case
the entire hybrid contract may be designated as a financial
liability at FVPL, except where the embedded derivatives do not
significantly modify the cash flows or it is clear that separation

of the embedded derivatives is prohibited.

Derivatives embedded in a hybrid contract with a host that is not an
asset within the scope of IFRS 9 are treated as separate derivatives
when they meet the definition of a derivative, their economic
characteristics and risks are not closely related to those of the host,
and the hybrid contract is not measured at FVPL.

The Group recognises loss allowances for ECL on financial assets that
are measured at amortised cost and contract assets as defined in IFRS
15 (including amounts due from customers for construction contracts)
to which the impairment requirements apply in accordance with IFRS 9.
Except for the specific treatments as detailed below, at each reporting
date, the Group measures a loss allowance at an amount equal to
the lifetime ECL if the credit risk on that financial asset has increased
significantly since initial recognition. If the credit risk on a financial
asset has not increased significantly since initial recognition, the Group
measures the loss allowance for that financial asset at an amount
equal to 12-month ECL.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Impairment of financial assets and other items (continued)
Measurement of ECL

ECL is a probability-weighted estimate of credit losses (i.e. the present
value of all cash shortfalls) over the expected life of the financial

instrument.

A credit loss is the present value of the difference between the
contractual cash flows that are due to an entity under the contract and
the cash flows that the entity expects to receive.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of a financial instrument while
12-month ECL represents the portion of lifetime ECL that is expected
to result from default events on a financial instrument that are possible
within 12 months after the reporting date.

Where ECL is measured on a collective basis, the financial instruments
are grouped based on the following one or more shared credit risk
characteristics:

(a) past due status

(b) nature of financial instrument

(c) nature, size and industry of debtors

(d) local economy environment of provinces in the PRC
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Loss allowance is remeasured at each reporting date to reflect changes
in the financial instrument’s credit risk and loss since initial recognition.
The resulting changes in the loss allowance are recognised as
an impairment gain or loss in profit or loss with a corresponding

adjustment to the carrying amount of the financial instrument.

The Group considers the following as constituting an event of default
for internal credit risk management purposes as historical experience
indicates that the Group may not receive the outstanding contractual
amounts in full if the financial instrument that meets any of the
following criteria.

(a) information developed internally or obtained from external
sources indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into account any
collaterals held by the Group); or

(b) there is a breach of financial covenants by the counterparty.
Irrespective of the above analysis, the Group considers that default has
occurred when a financial asset is more than 90 days past due unless
the Group has reasonable and supportable information to demonstrate
that a more lagging default criterion is more appropriate.
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

In assessing whether the credit risk on a financial instrument has
increased significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition. In making this
assessment, the Group considers both quantitative and qualitative
information that is reasonable and supportable, including historical
experience and forward-looking information that is available without
undue cost or effort. In particular, the following information is taken

into account in the assessment:

. the debtor’s failure to make payments of principal or interest on
the due dates;

. an actual or expected significant deterioration in the financial

instrument’s external or internal credit rating (if available);

. an actual or expected significant deterioration in the operating
results of the debtor; and

. actual or expected changes in the technological, market,

economic or legal environment that have or may have a

significant adverse effect on the debtor’s ability to meet its

obligation to the Group.

Notwithstanding the foregoing, the Group assumes that the credit risk
on a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have low credit
risk at the reporting date.
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2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Impairment of financial assets and other items (continued)
Low credit risk

A financial instrument is determined to have low credit risk if:
(a) it has a low risk of default;

(b) the borrower has a strong capacity to meet its contractual cash
flow obligations in the near terms; and

(c) adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of
the borrower to fulfil its contractual cash flow obligations.

As detailed in Note 3.1(b) to the consolidated financial statements,
cash and bank balances and restricted funds are determined to have
low credit risk.

Simplified approach of ECL

For trade receivables, the Group applies a simplified approach in
calculating ECL. The Group recognises a loss allowance based on
lifetime ECL at each reporting date and has established a provision
matrix that is based on its historical credit loss experience, adjusted
for forward-looking factors specific to the debtors and the economic
environment.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2,

SIGNIFICANT ACCOUNTING POLICIES
(continued)

A financial asset is credit-impaired when one or more events that have

a detrimental impact on the estimated future cash flows of that financial

asset have occurred. Evidence that a financial asset is credit-impaired

include observable data about the following events:

(a)

(b)

(c)

(d)

(e)

®)

significant financial difficulty of the issuer or the borrower.

a breach of contract, such as a default or past due event.

the lender(s) of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty, having
granted to the borrower a concession(s) that the lender(s)
would not otherwise consider.

it is becoming probable that the borrower will enter bankruptcy

or other financial reorganisation.

the disappearance of an active market for that financial asset
because of financial difficulties.

the purchase or origination of a financial asset at a deep
discount that reflects the incurred credit losses.

The Group writes off a financial asset when the Group has no

reasonable expectations of recovering the contractual cash flows on

a financial asset in its entirety or a portion thereof. However, financial

assets that are written off could still be subject to enforcement

activities under the Group’s procedures for recovery of amounts

due, taking into account legal advice if appropriate. Any subsequent

recovery is recognised in profit or loss.
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2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

A receivable is recognised when the Group has an unconditional
right to receive consideration. A right to receive consideration is
unconditional if only the passage of time is required before payment of
that consideration is due. If revenue has been recognised before the
Group has an unconditional right to receive consideration, the amount
is presented as a contract asset.

Trade receivables that do not contain a significant financing component
are initially measured at their transaction price. Trade receivables that
contain a significant financing component and other receivables are
initially measured at fair value plus transaction costs. All receivables
are subsequently stated at amortised cost, using the effective interest
method and including an allowance for credit losses.

Derivatives are initially recognised at fair value on the date a derivative
contract is entered into and are subsequently remeasured to their
fair value at the end of each reporting period. The accounting for
subsequent changes in fair value depends on whether the derivative
is designated as a hedging instrument, and if so, the nature of the
item being hedged. The Group’s derivative instruments do not qualify
for hedge accounting. Changes in the fair value of any derivative
instrument that does not qualify for hedge accounting are recognised
immediately in profit or loss and are included in other gains/(losses).

Trade and other payables are initially recognised at fair value.
Subsequent to initial recognition, trade and other payables are stated
at amortised cost unless the effect of discounting would be immaterial,
in which case they are stated at invoice amounts.

Interest-bearing borrowings are measured initially at fair value less
transaction costs. Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost using the effective interest
method. Interest expense is recognised in accordance with the Group’s
accounting policy for borrowing costs.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and
cash equivalents represent short-term highly liquid investments which
are readily convertible into known amounts of cash and which are
subject to an insignificant risk of change in value.

Revenue recognition

Revenue from contracts with customers

Nature of goods or services

The nature of the goods or services provided by the Group is as

follows:

(i) Wastewater treatment services

(ii) Water supply services

(iii) Revenue from construction contracts

(iv) Management services

(v) Thermal production

(vi) Transportation services

(vii) Finance income

Identification of performance obligations

At contract inception, the Group assesses the goods or services

promised in a contract with a customer and identifies as a performance
obligation each promise to transfer to the customer either:

(a) a good or service (or a bundle of goods or services) that is
distinct; or
(b) a series of distinct goods or services that are substantially

the same and that have the same pattern of transfer to the
customer.
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2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

A good or service that is promised to a customer is distinct if both of
the following criteria are met:

(a) the customer can benefit from the good or service either on its
own or together with other resources that are readily available
to the customer (i.e. the good or service is capable of being
distinct); and

(b) the Group’s promise to transfer the good or service to the
customer is separately identifiable from other promises in the
contract (i.e. the promise to transfer the good or service is
distinct within the context of the contract).

Revenue is recognised when (or as) the Group satisfies a performance
obligation by transferring a promised good or service (i.e. an asset) to
a customer. An asset is transferred when (or as) the customer obtains
control of that asset.

The Group transfers control of a good or service over time and,
therefore, satisfies a performance obligation and recognises revenue
over time, if one of the following criteria is met:

(a) the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the Group
performs;

(b) the Group’s performance creates or enhances an asset (for

example, work in progress) that the customer controls as the
asset is created or enhanced; or

(c) the Group’s performance does not create an asset with an
alternative use to the Group and the Group has an enforceable
right to payment for performance completed to date.
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

If a performance obligation is not satisfied over time, the Group
satisfies the performance obligation at a point in time when the
customer obtains control of the promised asset. In determining when
the transfer of control occurs, the Group considers the concept of
control and such indicators as legal title, physical possession, right to
payment, significant risks and rewards of ownership of the asset, and
customer acceptance.

Revenue from wastewater treatment operation and other services is

recognised over time when the services are rendered.

Revenue from water supply services is recognised at point in time
when a Group entity has delivered water to the customer.

Revenue from construction services is recognised over time based on
the percentage of completion of the contract, which is determined by
the direct proportion of contract costs incurred for work performed to
date relative to the estimated total contract costs, at the end of each
reporting period. The Group provides construction services under
Build-Transfer (the “BT”) arrangements and Build-Operate-Transfer
(the “BOT”) arrangements. Under these construction arrangements,
the Group carries out construction work of the wastewater treatment
and water supply facilities and returns the assets to the counter parties
of the construction arrangements after completion of the construction
or expiry of the operation period. When the outcome of the contract
cannot be reasonably measured, revenue is recognised only to the
extent of contract costs incurred that are expected to be recovered.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue from management services is recognised over time based on
the volume of wastewater treatment service provided to the customers
in each period.

Revenue from thermal power service is recognised at point in time
based on the volume of thermal power supplied under the contract.

Revenue from transportation services is recognised over time when
services have been provided to the customers in each period.

For wastewater treatment services, management services and
transportation services, the Group applies the output method (i.e.
based on the direct measurements of the value to the customer of the
goods or services transferred to date relative to the remaining goods
or services promised under the contract) to measure the progress
towards complete satisfaction of the performance obligation because
the method provides a faithful depiction of the Group’s performance
and reliable information is available to the Group to apply the method.
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Finance and interest income from financial assets is recognised
using the effective interest method. For financial assets measured at
amortised cost that are not credit-impaired, the effective interest rate
is applied to the gross carrying amount of the assets while it is applied
to the amortised cost (i.e. the gross carrying amount net of loss
allowance) in case of credit-impaired financial assets.

If the Group performs by transferring goods or services to a customer
before the customer pays consideration or before payment is
due, the contract is presented as a contract asset, excluding any
amounts presented as a receivable. Conversely, if a customer pays
consideration, or the Group has a right to an amount of consideration
that is unconditional, before the Group transfers a good or service to
the customer, the contract is presented as a contract liability when
the payment is made or the payment is due (whichever is earlier). A
receivable is the Group’s right to consideration that is unconditional
or only the passage of time is required before payment of that
consideration is due.

For a single contract or a single set of related contracts, either a net
contract asset or a net contract liability is presented. Contract assets
and contract liabilities of unrelated contracts are not presented on a
net basis.

On the consolidated statement of financial position, the Group
reports the net contract position for each contract as either an asset
or a liability. Amount due from customers for construction contracts
represents an asset where costs incurred plus recognised profits (less
recognised losses) exceed progress billings.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Items included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency”).
Since the Group’s main operation is carried out in the PRC, the
amounts shown in the consolidated financial statements are presented
in RMB.

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in profit or loss. Foreign exchange
gains and losses resulting from the retranslation of non-monetary items
carried at fair value are recognised in profit or loss except for those
arising on the retranslation of non-monetary items in respect of which
gains and losses are recognised directly in equity, in which cases, the
gains or losses are also recognised directly in equity.

The results and financial position of all the group entities that have a
functional currency different from the presentation currency (“foreign
operations”) are translated into the presentation currency as follows:

- Assets and liabilities for each statement of financial position
presented and fair value adjustments on the carrying amounts
of assets and liabilities arising on an acquisition of a foreign
operation which are to be treated as assets and liabilities of
that foreign operation, are translated at the closing rate at the
end of the reporting period.

- Income and expenses for each statement of comprehensive

income are translated at average exchange rate.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

- All resulting exchange differences arising from the above
translation and exchange differences arising from a monetary
item that forms part of the Group’s net investment in a foreign
operation are recognised as a separate component of equity.

- On the disposal of a foreign operation, which includes a
disposal of the Group’s entire interest in a foreign operation,
a disposal involving the loss of control over a subsidiary
that includes a foreign operation, or a partial disposal of an
interest in a joint arrangement or an associate that includes
a foreign operation of which the retained interest is no longer
equity-accounted for, the cumulative amount of the exchange
differences relating to the foreign operation that is recognised
in other comprehensive income and accumulated in the
separate component of equity is reclassified from equity to
profit or loss when the gain or loss on disposal is recognised.

- On the partial disposal of the Group’s interest in a subsidiary
that includes a foreign operation which does not result in the
Group losing control over the subsidiary, the proportionate
share of the cumulative amount of the exchange differences
recognised in the separate component of equity is re-attributed
to the non-controlling interests in that foreign operation and are
not reclassified to profit or loss.

- On all other partial disposals, which includes partial disposal
of associates or joint ventures that do not result in the Group
losing significant influence or joint control, the proportionate
share of the cumulative amount of exchange differences
recognised in the separate component of equity is reclassified
to profit or loss.

Borrowings costs which are directly attributable to the acquisition,
construction and production of qualifying assets, i.e. assets that
necessarily take a substantial period of time to get ready for their
intended use or sale, are capitalised as part of the cost of those
assets. Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. All other
borrowing costs are recognised as and included in finance costs in
profit or loss in the period in which they are incurred.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events, when it is probable
that an outflow of resources embodying economic benefits will be
required to settle the obligation, and when a reliable estimate of the
amount of obligation can be made. Expenditures for which a provision
has been recognised are charged against the related provision in the
year in which the expenditures are incurred. Provisions are reviewed
at the end of each reporting period and adjusted to reflect the current
best estimate. Where the effect of the time value of money is material,
the amount provided is the present value of the expenditures expected
to be required to settle the obligation. Where the Group expects a
provision to be reimbursed, the reimbursement is recognised as a
separate asset but only when the reimbursement is virtually certain.

A contingent liability is a present obligation arising from past events
but is not recognised because it is not probable that an outflow of
resources embodying economic benefits will be required to settle the
obligation or the amount of the obligation cannot be measured with
sufficient reliability.

Where the Group is jointly and severally liable for an obligation, the
part of the obligation that is expected to be met by other parties
is treated as a contingent liability and it is not recognised in the
consolidated financial statements.

The Group assesses continually to determine whether an outflow of
resources embodying economic benefits has become probable. If it
becomes probable that an outflow of future economic benefits will be
required for an item previously dealt with as a contingent liability, a
provision is recognised in the consolidated financial statements in the
reporting period in which the change in probability occurs, except in
the extremely rare circumstances where no reliable estimate can be
made.

Financial guarantees are contracts that require the issuer (i.e. the
guarantor) to make specified payments to reimburse the beneficiary
of the guarantee (the “holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in accordance with
the terms of a debt instrument.
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial guarantees issued are initially recognised at fair value,
which is determined by reference to fees charged in an arm’s length
transaction for similar services, when such information is obtainable,
or to interest rate differentials, by comparing the actual rates charged
by lenders when the guarantee is made available with the estimated
rates that lenders would have charged, had the guarantees not been
available, where reliable estimates of such information can be made.
Where consideration is received or receivable for the issuance of the
guarantee, the consideration is recognised in accordance with the
Group’s policies applicable to that category of asset. Where no such
consideration is received or receivable, an immediate expense is
recognised in profit or loss.

Subsequent to initial recognition, the amount initially recognised as
deferred income is amortised in profit or loss over the term of the
guarantee as income from financial guarantees issued.

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an expense
item, it is recognised as income over the years necessary to match
the grant on a systematic basis to the costs that it is intended to
compensate. Where the grant relates to an asset, the fair value is
included in non-current liabilities as deferred revenue and is released
to profit or loss over the expected useful life of the relevant asset
under straight line method.

The Group assesses whether a contract is, or contains, a lease at
inception of the contract. A contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration.

The Group applies the recognition exemption to short-term leases.
Lease payments associated with this lease is recognised as an
expense on a straight-line basis over the lease term.

The Group has elected not to separate non-lease components from
lease components, and accounts for each lease component and any
associated non-lease components as a single lease component.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

The Group accounts for each lease component within a lease contract
as a lease separately. The Group allocates the consideration in
the contract to each lease component on the basis of the relative
stand-alone price of the lease component.

Amounts payable by the Group that do not give rise to a separate
component are considered to be part of the total consideration that is
allocated to the separately identified components of the contract.

The Group recognises a right-of-use asset and a lease liability at the
commencement date of the lease. The right-of-use asset is initially
measured at cost, which comprises:

(a)

the amount of the initial measurement of the lease liability;
(b) any lease payments made at or before the commencement
date, less any lease incentives received;

(c)

any initial direct costs incurred by the Group; and
(d) an estimate of costs to be incurred by the Group in dismantling
and removing the underlying asset, restoring the site on which
it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease, unless those
costs are incurred to produce inventories.

Subsequently, the right-of-use asset is measured at cost less any
accumulated depreciation and any accumulated impairment losses
and adjusted for any remeasurement of the lease liability. Depreciation
is provided on a straight-line basis over the shorter of the lease term
and the estimated useful lives of the right-of-use asset. The unexpired
lease term of the leased properties is ranging from 2 to 3 years.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

As described in Note 16 to the consolidated financial statement, all
land in the PRC is state-owned or collectively-owned and no individual
land ownership exists. The land use rights of certain land of the Group
were contributed by KDI. The land use rights are stated at cost less
accumulative amortisation and accumulated impairment losses, if any.
Land use rights are amortised over the lease period of 48 to 50 years
using straight-line method.

The lease liability is initially measured at the present value of the lease
payments that are not paid at the commencement date of the contract.

The lease payments comprise the following payments for the right to
use the underlying asset during the lease term that are not paid at the
commencement date:

(a) fixed payments (including in-substance fixed payments), less
any lease incentives receivable;

(b) variable lease payments that depend on an index or a rate;

(c) amounts expected to be pay able under residual value
guarantees;

(d) exercise price of a purchase option if the Group is reasonably

certain to exercise that option; and

(e) payments of penalties for terminating the lease, if the lease
term reflects the Group exercising an option to terminate the
lease.

The lease payments are discounted using the interest rate implicit
in the lease, or where it is not readily determinable, the incremental
borrowing rate of the lessee.

Subsequently, the lease liability is measured by increasing the carrying
amount to reflect interest on the lease liability and by reducing the
carrying amount to reflect the lease payments made.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

The lease liability is remeasured using a revised discount rate
when there are changes to the lease payments arising from the
reassessment of whether the Group will be reasonably certain to
exercise a purchase, extension or termination option.

The lease liability is remeasured by using the original discount
rate when there is a change in the residual value guarantee, the
in-substance fixed lease payments or the future lease payments
resulting from a change in an index or a rate (other than floating
interest rate). In case of a change in future lease payments resulting
from a change in floating interest rates, the Group remeasures the
lease liability using a revised discount rate.

The Group recognises the amount of the remeasurement of the lease
liability as an adjustment to the right-of-use asset. If the carrying
amount of the right-of-use asset is reduced to zero and there is a
further reduction in the measurement of the lease liability, the Group
recognises any remaining amount of the remeasurement in profit or
loss.

A lease modification is accounted for as a separate lease if:

(a)

the modification increases the scope of the lease by adding the
right to use or more underlying assets; and

(b) the consideration for the lease increases by an amount
commensurate with the stand-alone price for the increase in
scope and any appropriate adjustments to that stand-alone
price to reflect the circumstances of the particular contract.

When a lease modification is not accounted for as a separate lease, at
the effective date of the lease modification,

(a) the Group allocates the consideration in the modified contract
on the basis of relative stand-alone price as described above.
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FOR THE YEAR ENDED 31 DECEMBER 2022 £

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) the Group determines the lease term of the modified contract.

(c) the Group remeasures the lease liability by discounting the
revised lease payments using a revised discount rate over the
revised lease term.

(d) for lease modifications that decrease the scope of the lease,
the Group accounts for the remeasurement of the lease liability
by decreasing the carrying amount of the right-of-use asset to
reflect the partial or full termination of the lease and recognising
any gain or loss relating to the partial or full termination of the
lease in profit or loss.

(e) for all other lease modifications, the Group accounts for the
remeasurement of the lease liability by making a corresponding
adjustment to the right-of-use asset.

The Group classifies each of its leases as either a finance lease or an
operating lease at the inception date of the lease. A lease is classified
as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership of the underlying asset. All other leases are
classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head
lease and sublease as two separate contracts. The sublease is
classified as an operating lease if the head lease is a short-term lease
to which the Group has applied the recognition exemption. Otherwise,
the sublease is classified as a finance or operating lease by reference
to the right-of-use asset arising from the head lease.

Rental income is accounted for on a straight-line basis over the lease
terms and is included in other income in the statement of profit or loss
due to its operating nature. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same
basis as rental income. Contingent rents are recognised as revenue in
the period in which they are earned.

The Group accounts for each lease component within a lease contract
as a lease separately from non-lease components of the contract.
The Group allocates the consideration in the contract to each lease
component on a relative stand-alone price basis.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

The full-time employees of the Group in the PRC are covered by
various government-sponsored defined contribution pension plans
under which the employees are entitled to a monthly pension based on
certain formulas. The relevant government agencies are responsible
for the pension liability to these retired employees. The Group
contributes on a monthly basis to these pension plans. Under these
plans, the Group has no obligation for post-retirement benefits beyond
the contributions made. Contributions to these plans are expensed
as incurred and contributions paid to the defined-contribution pension
plans for an employee are not available to reduce the Group’s future
obligations to such defined-contribution pension plans even if the
employee leaves the Group. In addition to the government-sponsored
defined contribution pension plans as mentioned above, effective from
1 January 2014, the Group operates an additional employee pension
plan. The full-time employees of the Group in the PRC are entitled to
an additional pension aggregating to 8% of previous year’s salaries.
The Group has no further obligation for this additional employee
pension plan beyond the contribution made.

Employees of the Group in the PRC are entitled to participate in
various government-supervised housing funds, medical insurance
and other employee social insurance plan. The Group contributes
on a monthly basis to these funds based on certain percentages of
the salaries of the employees, subject to certain ceiling. The Group’s
liability in respect of these funds is limited to the contributions payable
in each period.

The expected cost of bonus payments is recognised as a liability when
the Group has a present contractual or constructive obligation as a
result of services rendered by employees and a reliable estimate of the
obligation can be made.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

The charge for current income tax is based on the results for the
period as adjusted for items that are non-assessable or disallowed. It
is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases
of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, any deferred tax arises from initial
recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither
the accounting profit nor taxable profit or loss is not recognised.

The deferred tax assets or liabilities are measured at the tax rates
that are expected to apply to the period when the asset is recovered
or liability is settled, based on the tax rates and the tax laws that have
been enacted or substantively enacted at the end of the reporting
period.

Deferred tax assets are recognised to the extent that it is probable
that future taxable profit will be available against which the deductible
temporary differences, tax losses and credits can be utilised.

Deferred tax is provided on temporary differences arising on
investments in subsidiaries and investments in associates, except
where the timing of the reversal of the temporary differences is
controlled by the Group and it is probable that the temporary difference
will not reverse in the foreseeable future.

A related party is a person or entity that is related to the Group.

(a) A person or a close member of that person’s family is related to
the Group if that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is a member of the key management personnel of the
Group.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

An entity is related to the Group if any of the following

conditions applies:

0]

(if)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

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

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

both entities are joint ventures of the same third party.

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

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group. If the Group is itself such a plan,
the sponsoring employers are also related to the Group.

the entity is controlled or jointly controlled by a person
identified in (a).

a person identified in (a) (i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a holding company of the
entity).

the entity, or any member of a group of which it is a
part, provides key management personnel services to
the Group.
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FOR THE YEAR ENDED 31 DECEMBER 2022 £

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

(a) that person’s children and spouse or domestic partner;

(b) children of that person’s spouse or domestic partner; and

(c) dependants of that person or that person’s spouse or domestic
partner.

In the definition of a related party, an associate includes subsidiaries
of the associate and a joint venture includes subsidiaries of the joint

venture.

Operating segments, and the amounts of each segment item reported
in the consolidated financial statements, are identified from the
financial information provided regularly to the Group’s chief operating
decision maker for the purpose of allocating resources to, and
assessing the performance of, the Group’s various lines of business
and geographical locations.

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

Judgements and estimates are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

In the process of applying the Group's accounting policies,
management has made the following accounting judgement:

The Group entered into BOT, TOT, Build-Own-Operate (“BOO”) and
TOO arrangements in wastewater treatment, water supply and other
facilities.

The Group has concluded that all the BOT, TOT, BOO and TOO
arrangements are service concession arrangements under IFRIC
12, because (i) the grantors control and regulate the services that
the Group must provide with the infrastructure at a pre-determined
service charge and (ii) the grantors control significant residual interest
in the infrastructure at the end of the term of the arrangements. In
respect of BOT and TOT arrangements, upon expiry of concession
right agreements, the infrastructure has to be transferred to the
local government at nil consideration. Infrastructure for BOO and
TOO arrangements is expected to be used in the service concession
arrangements for its entire or substantially entire useful life.

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
addressed below:

The Group’s management determines the estimated useful lives,
residual values and related depreciation charges for the Group’s
property, plant and equipment with reference to the estimated periods
that the Group intends to derive future economic benefits from the
use of these assets. Management will revise the depreciation charges
where useful lives are different to that of previously estimated, or it
will write-off or write-down technically obsolete or non-strategic assets
that have been abandoned or sold. Actual economic lives may differ
from estimated useful lives and actual residual values may differ from
estimated residual values. Periodic review could result in a change
in depreciable lives and residual values and therefore depreciation
charges in future periods.

E R

2. TEEHBRE)

RERAKENE
BT B8

AREBESR EEEEEH

AR5 B 5105 K R 2~ 4K o B R T SZBOT -
TOT - Eax—ﬁﬁﬁ—m 2 ([BOOJ) % TOO 1 =% °

KNEBRE  FrABOT TOT - BOO & TOO# # 15
AR ERERBZESE R THRTESE
i BAGORE TEED KRR ASE®B YA

BERENREEREOERDERS  R(i)R
T 75 155 o HA PR A5 R OB R I B B AR BE Y E K R &%
ko EBOTRTOTHEM =5 - ERFEEE G
B HAfe AR EEEEETE MEG - BOO
RTOOWm# M EME AL EEAK LT EEER
HRAEEARETEEE R

Kilﬁ%XWEHJHE“ 15 & &t st 2
CHEEMEEER 9ﬁﬂmﬁﬁﬁ%m% B

éﬁﬂﬁﬁﬁTﬂWﬁiF%ﬁE&%%%ﬁ%

BEEHRERARZGFRBRFLNT :

AEBEEER2EACSEARESAKAAKLEMN S
WEANEREEIHE ITHRAERBOFETA
ERFER BEMEBFTEER EELASHEL
AIEEtNEASS TR EEEBERNES
B B EERESHENRMRELIFREE
EZHIARRE ERECEFHALTRNG
SAAERAER BEREELAEANRE;EE-
TS FTEFR REAJESEEHLEE (L
AERZERKPRMTEERE LR -

AEMKBFRHBERLAT 2022 FEHE

211



FOR THE YEAR ENDED 31 DECEMBER 2022 %,

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

The loss allowances for financial assets are based on assumptions
about risk of default and expected loss rates. The Group uses
judgement in making these assumptions and selecting the inputs to the
impairment calculation, based on the risk portfolio, customers’ liquidity,
historical credit losses, past collection history and other current and
forward-looking information on macro-economic factors affecting the
ability of the customers to settle the receivables at the end of each
reporting period. Details of the key assumptions and inputs used are
disclosed in the tables in Note 3.1(b) to the consolidated financial
statements.

The Group is subject to income taxes in different areas in the PRC.
Judgement is required in determining the provision for income taxes
in each of these jurisdictions. There are transactions and calculations
during the ordinary course of business for which the ultimate tax
determination is uncertain. Where the final tax outcome of these
matters is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in
the period in which such determination is made.

Deferred tax assets relating to certain temporary differences and tax
losses are recognised when management considers it is probable that
future taxable profits will be available against which the temporary
differences or tax losses can be utilised. When the expectation is
different from the original estimate, such differences will impact the
recognition of deferred tax assets and taxation charges in the period in
which such estimate is changed.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

2, SIGNIFICANT ACCOUNTING POLICIES
(continued)

The Group recognises revenue for construction work and service
contracts according to the percentage of completion of the individual
contract of construction or service work. The Group’s management
estimates the percentage of completion of construction or service work
based on the actual cost incurred over the total budgeted cost, where
the corresponding contract revenue is also estimated by management.
Because of the nature of the activity undertaken in construction and
service contracts, the date at which the activity is entered into and the
date when the activity is completed usually fall into different accounting
periods. The Group reviews and revises the estimation of both
contract revenue and contract costs in the budget prepared for each
construction contract and service contract as the contract progresses.

If the Group is paid for the construction and upgrade services or
the cash payments for the rights to charge grantors or public users
(under BOT/TOT arrangement) partly by a financial asset and partly
by an intangible asset, then each component of the consideration is
accounted for separately and is recognised initially in accordance
with IFRS 15. Significant judgement is exercised in determining the
transaction price and the allocation thereof. Discount rates, estimates
of future cash flows and other factors are used in the valuation
process. Any change in the expected cash flows will result in change in
the carrying value of the financial receivable.

2. FEGRBKRGE)

AEERBENEZEXRFEIEGRANTIED
HERZETIRIRBERAOKA - NEEEE
BEREBEEBERATZENERER AR GRS
FRBIRENTIBEDL LEAEENERK
A-HRBENRBARPAREHEENTE
EBRENARAEEHARNAABEEBEN T
AN e MR E2ERRTAEEHEERSS
BEARMBRBERGENBE XEXHAR
WA ME R KA @& e

MARAEERHZEREARRBESH T X
ERAETHRAXREERERE 2 #F K
B2 (EBOT/TOTH#HET) M milom e/ EE
wROBOBEVEESTR AMUENSEKEER
DHEEBREBEEERMEREEFE15FKETH
HER EEEXRZFERREIEFTEMEERXN
A - EREBRETFECLAFTBER  ARE KK
Ren8MEMARNGET - FHRSRENE
MEPHAESeEReHBEFEREENZ (L -

ERREBKBROBERLAT 2022 FEFHE 213



214

FOR THE YEAR ENDED 31 DECEMBER 2022

2 SIGNIFICANT ACCOUNTING POLICIES
(continued)

When the Group receives a payment during the concession period, it
will apportion such payment between (i) a repayment of the financial
receivable (if any), which will be used to reduce the carrying amount
of financial receivables on the consolidated statement of financial
position, (ii) interest income, which will be recognised as revenue in
the consolidated statement of profit or loss and other comprehensive
income, and (iii) revenue from operating and maintaining the water and
other treatment plants in the consolidated statement of profit or loss

and other comprehensive income.

Subsequent to initial recognition, the intangible asset is measured at
cost, which includes capitalised borrowing costs, less accumulated
amortisation and impairment losses. The estimated useful life of an
intangible asset in a service concession arrangement is the period
from when the Group is able to charge the public for the use of the
infrastructure to the end of the concession period.

The net amounts of the operating concession carried as intangible
assets in the consolidated statement of financial position as at
31 December 2022 was approximately RMB539,304,000(2021:
approximately RMB305,222,000), while the receivables under service
concession arrangements was approximately RMB2,590,549,000
(2021: approximately RMB2,737,814,000).

Investment properties are stated at fair value based on the valuation
performed by independent professional valuer. In determining the fair
value, the valuer has based on a method of valuation which involves
certain estimates of market conditions including unobservable inputs.
In relying on the valuation report, the directors of the Company have
exercised their judgements and are satisfied that the assumptions
used in the valuation are reflective of the current market conditions.
Changes to these assumptions would result in changes in the fair
value of the Group’s investment properties and the corresponding
adjustments to the amount of gain or loss that would be recognised in
profit or loss. Details of these are set out in Note 15.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

3. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: market
risk (including foreign exchange risk, cash flow and interest rate risk),
credit risk and liquidity risk. The Group’s overall risk management
policy focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group’s financial
performance. The Group currently does not use any derivative financial
instruments to hedge certain risk exposures.

The Group is exposed to foreign exchange risk primarily arising from
currency exposure with respect to Hong Kong dollars (“HKD”) and
United States dollars (“USD”). Foreign exchange risk arises mainly
from cash and cash equivalents and borrowings denominated in HKD
and USD.

As at 31 December 2022, if HKD had strengthened/weakened by 1%
(2021: 1%) against RMB, with all other variables held constant, post-tax
profit for the year would have been approximately RMB6,442,000
lower/higher (2021: RMB9,148,000 lower/higher) as a result of foreign
exchange losses/gains on translation of HKD denominated assets and
liabilities.

As at 31 December 2022, if USD had strengthened/weakened by 1%
(2021: 1%) against RMB, with all other variables held constant, post-tax
profit for the year would have been approximately RMB634,000 lower/
higher (2021: RMB10,903,000 lower/higher) as a result of foreign
exchange losses/gains on translation of USD denominated assets and
liabilities.
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(a) Market risk (continued)

(i) Cash flow and fair value interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
interest rates. The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s borrowings.

Borrowings obtained at variable rates expose the Group to cash flow
interest-rate risk. Borrowings obtained at fixed rates expose the Group
to fair value interest-rate risk.

The interest rates and terms of repayments of borrowings are disclosed
in Note 30 to the consolidated financial statements.

As at 31 December 2022, if the interest rate on floating interest rate
borrowings had been higher/lower by 0.5% (2021: 0.5%), the Group’s
net profit for the year would have changed mainly as a result of higher/
lower interest expenses on floating rate borrowings. Details of changes
are as follows:

R CR 4
—12100.5%
— 2 0.5%

Net profit (decrease)/increase
— Higher 0.5%
— Lower 0.5%

>),/ 4

3. HMBEBREREGE)

3.1 BM#%ERKEZRE)
(a) i 15 Ja B (45)
(ii) HeRER AL EBEFERER

MNERBREEAATSNXBLELEXNESRT A
AABEIARKRRESREBRBHORER - A & B A
EEAMSMNEELERNAREZERBER -

FHAETHRREAEBAZTRE REA LA
e REEFERENERAEEEEAEZAR
EEMNERR -

R K & FE B IR AE & §F B 75 3R 3R MY 7230 B8

2022512 A318 » B F R E RO FI R £F 7
T B#0.5% (20214 : 0.5%) * Bl A & B % F E 7 F
MEEREEL TERAZHMNREROFNE
BHEA THBAETER BEEHLMT :

2022 2021
2022 & 20214
RMB’000 RMB’000
ARBT T AREFr
(15,129) (17,546)
15,129 17,546
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

3. FINANCIAL RISK MANAGEMENT (continued)

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Group. The
objective of the Group’s measures to manage credit risk is to control
potential exposure to recoverability problem.

The Group’s credit risk exposures are primarily attributable to
trade and other receivables, receivables under service concession
arrangements, amounts due from customers for construction contracts,
contract assets, financial assets at amortised cost, cash and bank
balances and restricted funds. The Group does not hold any collateral
to cover its credit risks associated with its financial assets and contract
assets (including amounts due from customers for construction
contracts), except for financial asset at amortised cost. The amounts
presented in the consolidated statement of financial position are net of

loss allowance.

The Group performed impairment assessment for financial assets
and contract assets (including amounts due from customers for
construction contracts) under ECL model. For trade and other
receivables, receivables under service concession arrangements,
amounts due from customers for construction contracts and contract
assets, the balances are primarily derived from local governments,
PRC state-owned entities and quasi-government organisations. As the
Group’s historical credit loss experience does not indicate significantly
different loss patterns for these customers, the loss allowance
based on past due status is not further distinguished between these

customers.

Information about the Group’s credit risk management, maximum
credit risk exposures and the related impairment assessment are
summarised as below:

In order to minimise the credit risk, the management of the Group is
responsible for the determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up action is taken
to recover overdue trade receivables. In addition, the management
of the Group reviews the recoverable amount of each individual debt
regularly. In this regard, the management of the Group considers that
the Group’s credit risk is significantly reduced.

E R

3. HMBEKREEGE

ERERERZEFENEGNEETERAEH
BHBERENRR AEBENERRRE RS KD

B R 2 HE & & £ AT ik | A B

AEEEENERARRIERNE S R EMER
KB FARLRBATHEREFE BEREPZ

ERR AHEE UBHEKAFENEHE
E ReEROTBBEURZREE S - IR HK
$ﬁ§%$@é§%'$ﬁlﬁﬁﬁﬁEﬂﬁﬁ
mMAEHBESREERANEE(BRRRERPZ
%A’%ﬁ@%%%@x°éwﬁﬁﬁﬁi¢i
IR & BB MK E IR EE -

AEEREBEHREEERREAEEREERAN
BEBREREFRZEARETRERNG -
REZREMEBKRRE BHEEE2EBETHE
WHIE BURFPEEARRERENEE  E&H
IE%E%%&H‘#ﬁEﬁE% AE TR T 4B A o
HRAEERENEEERSRYBERTZSR
PROEEEXABERZR HTRAEFEZHEL
BE-—TROEXNAHMMR AN EEEE -

FRASENEARREE BRANZKERR
e R MHBRER G ERB RN T

REEBEREERRAR AEEEREAEEER
ERE FEEULREMERERF UBRERRESR
HWEaME SRR ENENEE M AEEE
EEEHRASSRBYIABOAKRESE - 3tk
% $%IAEF R AKEENERRRE X
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

3. FINANCIAL RISK MANAGEMENT (continued)

The Group’s exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry in
which the customers operate and therefore significant concentrations
of credit risk primarily arise when the Group has significant exposure
to individual customers. At 31 December 2022, the Group had a
certain concentration of credit risk as 53% (2021: 52%) and 82% (2021:
78%) of the total trade receivables was due from the Group’s largest
customer and the five largest customers respectively.

In addition, the Group applies the IFRS 9 simplified approach to
measure ECL which uses a lifetime expected loss allowance for all
trade receivables, which are assessed on collective basis by using
a provision matrix except for items that are subject to individual
assessment. The Group categorises its trade receivables based
on past due status. As the Group’s historical credit loss experience
does not indicate significantly different loss patterns for different
customer segments, the loss allowance based on past due status
is not further distinguished between the Group’s different customer
bases. Impairment loss of approximately RMB25,053,000 (2021:
approximately RMB21,586,000) is recognised during the year. Details
of the quantitative disclosures are set out below in this note.

3. MBEBREEGE)

AEBEMERZEARR FEXEEFEARNE
BmIERFPFMEETEYE AHERAARRE
ERZBERETERHLENAESEHEINTFRFEE
KR B A & B o R2022F 12 A31H A& E & K
BEEREAARABRFEP DAL E 5 EKKIEBE 253%
(20214 : 52%) K% 82% (20214 : 78%) * HA It & %
—ERENERAEFTRRR -

N AEBEHABRBMBERESENEIRELA
A EEHEEEBE ZAZERKRAMEBEESIEKRK
RENZHEHEERRE VWIREBEENRE
EEETE HAMENFIENIER BRI AEBERIEK
MR EE SRR RNBBETSE - AREE
ERAANEEEELRYEBR R TREFENN
BEEXEERZE RALEENTREFLEZ
MyEE —SEIEXRBHARINEBBEE - F
B R EE 1B 4 A R #25,053,0007T(2021 4 :
# AR #21,586,0007T) - B M 2 1L T8 IB R
A BT 5 R X o
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

3. FINANCIAL RISK MANAGEMENT (continued)

The Group has periodic collectively and individually assessed
allowance for credit losses for its receivables under service concession
arrangements, amounts due from customers for construction contracts
at the end of the reporting period based on internal credit rating, their
ageing, historical observed default rates based on 12-month ECL
and adjusted for forward-looking information that is available without
undue cost or effort. In the opinion of the management of the Group,
these customers are local governments, PRC state-owned entities and
quasi-government organisations, which are financially sound and there
is no significant credit risk with these customers.

Impairment loss on receivables under service concession
arrangements of approximately RMB26,026,000 (2021: approximately
RMB15,981,000) and reversal of impairment loss on amount due from
customers for construction contracts approximately RMB6,820,000
(2021: impairment loss of approximately RMB14,112,000) is
recognised during the year respectively. Details of the quantitative
disclosures are set out below in this note.

In determining the ECL for contract assets, the management of
the Group have made individual assessment on the recoverability
of contract assets based on historical settlement records, past
experience, and also forward-looking information. In the opinion of the
management of the Group, these customers are local governments,
PRC state-owned entities and quasi-government organisations, which
are financially sound and there is no significant credit risk with these

customers.

3. HMBEKREEGE

AEBERBAMEATR HRE BEHRIN
ERNREAANEMEERBENELNER XRED
SR B E B AR S B 0 BN AT 1S B A BE M B R
THE HREAKEEGE THREKKE BER
FPREARFERSHARABNEEERERRBEET
THERLREFFIG AEBEEERR ZEER
FRUHTHF HEEEERRERFAELS  Hi
BRARE ZEFFPABERERAER-

FROMNERBETCERBRETHNERRIEBEOR
E B8 4 A K 26,026,000 7T (20214 : #) A B #&
15,981,0000) R EM B F 2 &6 R AR E B B
B B4 A R #6,820,000 7T (20214 : B EBEH A
R #14,112,000L) - BEAELEZENFBHRN A
B 5 T3 o

REETAHNEENBREEERN A5EEHE
EREBEELSEFLE BELCRIAMBEEERS
EREEMAKREMHETENFMG NREEER
BRAR REEPRUITBN HEREERRE
BHAEE EUBRARE BEZERTFZHET
FEEARERRAR-
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FOR THE YEAR ENDED 31 DECEMBER 2022

3. FINANCIAL RISK MANAGEMENT (continued)

For other receivables, the management of the Group makes periodic
collective assessments as well as individual assessment on the
recoverability of other receivables based on historical settlement
records, past experience, and also quantitative and qualitative
information that is reasonable and supportive available forward-looking
information. The management of the Group believes that there are
no significant increase in credit risk of these balances since initial
recognition and the Group provided impairment based on 12-month
ECL, except certain balance of other receivables of approximately
RMB8,782,000 (2021: approximately RMB3,000) which was specifically
assessed for impairment based on lifetime ECL and the recovery was
considered to be remote by the management of the Group due to
unfavourable event, as a result, impairment loss on certain balance of
approximately RMB8,782,000 (2021: approximately RMB3,000) was
recognised during the year. Total impairment loss on other receivables
of approximately RMB16,227,000 (2021: approximately RMB1,914,000)
is recognised during the year.

The management makes periodic individual assessment on their
recoverability based on historical settlement records and also
quantitative and qualitative information that is reasonable and
supportive forward-looking information. At 31 December 2022,
the Group had made an accumulated lifetime loss allowance
on credit-impaired balance (2021: balance with recoverability in
doubtful) of approximately RMB60,000,000 (2021: approximately
RMB6,000,000). Details of quantitative disclosures are set out below in
this note.

All the cash and bank balances and restricted funds were deposited in
the major financial institutions in the PRC and Hong Kong, which the
directors of the Company believe are of high credit quality. Therefore,
the Group's exposure to credit risk arising from these balances is
limited.

BHE2022F12A3MB ILFE

3. MBEBREEGE)

REMERFRENS A5BEEEERBEELE
Btk BALKBURABERAEEBRIFONE
MERNEERETHEER  HHEAMERFKESNA
e T EREETHERERABATME A&
BEEERA BYIHERUR ZZEHNER
ERYEBEZLN BEAEERE2EABHE
EEBTRAE HERGFEESAHNESH AEEE
HER RS T H A E KGRI & 4 A R 18,782,000
JL(20214 : 9 A R¥3,0005T) hiEERE 2 BB
HEEBEETRENG R ATKREESE  Hitt -
RERNERSE THEH L ARKS8,782,00070(2021F -
)N R %3,0007T) KR BB 18 o F N RER H b fE IR
RIER) R EE B AR LN AR 16,227,000 7t (2021
F 4 AR %1,914,0007T) ©

ERERBELETLEUNRGBEREEEX
FOMBEEERANEEREEER S E A KO
1 17 F 3 8 Bl &F b - R2022F12H31H A&
B HBREERERNEREQ21F : /] i@
MEROBRB)EHRFA2HEBRBEEOARE
60,000,000 7T (2021 £ : %) A K #6,000,0007T) °© =
ERBENFBEHNAMETX -
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3. FINANCIAL RISK MANAGEMENT (continued) 3.

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

3.1 Financial risk factors (continued)

(b) Credit risk and impairment assessment (continued)
The Group develops and maintains its credit risk gradings to categorise
exposures according to their degree of risk of default. The Group uses

its trading records to rate its major customers and other debtors.

The Group’s current credit risk framework comprises the following

categories:

Bt %5 B Bk B B (F)

3.1 B %5 BB B & (7

(b)

AEENHELEFEERRRSR
ERnEEHRRETOR AEENBERS
EHRHETERPMEMEB AETHR-

1 A Jal B R B 1B 77 1 (%)

AR E H

AEBEBRZERRRD RERBEATER

Other financial

Internal credit rating Description Trade receivables assets/other items
NEIE B B BESEWNE Hit&mEE HitEE
Low risk The counterparty has a low risk of default Lifetime ECL — not credit-impaired 12-month ECL
and does not have any past-due
amounts
16 /2 B RGUFMENRBRRE BV EET ZEFEHEHEESE 12EREREEEE
fa] 280 83 5K 18 - ABEEGERE
Watch list Debtor frequently repays after due dates Lifetime ECL — not credit-impaired  12-month ECL
but usually settle in full
BRA2E BHEALERIBERET HBE BEAFENRHEERR REARHEEER
BEREER —REEEERE
Doubtful There have been significant increases Lifetime ECL — not credit-impaired Lifetime ECL — not credit-impaired
in credit risk since initial recognition
through information developed
internally or external resources
7 & ERRBREBNEERARBEZELENGE BEAFTERRBEEER EAGFEREHEEEE

BRBRIIEERFEZEL)

—RELEEERE
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+"E SHBMBTHRZx SHUBFHREMEEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 #; =20224 12 431 H 1L F &

3.  FINANCIAL RISK MANAGEMENT (continued) 3. HBERABKREEE)
3.1 Financial risk factors (continued) 3.1 M5 R EEE(E)

(b) Credit risk and impairment assessment (continued) (b) 15 A /& B R i 18 7F 18 (&)

Other financial

Internal credit rating Description Trade receivables assets/other items
RS- E =t B BEoSERARE Hitt&mEE Hit1EE
Loss There is evidence indicating the assetis  Lifetime ECL — credit-impaired Lifetime ECL - credit-impaired
credit-impaired
B FRBRAEHEECRLEGERE BEAFEFAHEERR REFEDHEDBEEEE
—EREFEERE —EREEERE
Write-off There is evidence indicating that the Amount is written off Amount is written off

debtor is in severe financial difficulty
and the Group has no realistic
prospect of recovery
1 35 ERBRBETEBEARABRENTER MEEHLE MEAESE
HEAEETRABBEBRAKEEH
HIE
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CHAPTER TWELVE

CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+E aHUHGHRRx SHUHHRRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b) Credit risk and impairment assessment (continued)

The tables below detail the credit risk exposures of the Group’s
financial assets and contract assets (including amounts due from

customers for construction contracts), which are subject to ECL
assessment:

3. MBEAREEE)
31 MBEKRERE)

(b) 1= /A JE Bg R 6 {8 7F 1 (&)

TRFANAEBRALETHRACEBRTHEN S
BERGHEE(BREREFPZES R K ME R
CONEREEREt e

2022 2021
Internal Gross Gross
Note credit rating  12-month or lifetime ECL carrying amount carrying amount
12 ASEEEFEY
e NBEETR BHEEER fREAE RHEE
RMB’000 RMB’000
AREFT ARETFrx
Cash and bank balances 28 N/A 12-month ECL 131,494 1,504,346
ReRBITEH THER RERRHEEER
Restricted funds 28 N/A 12-month ECL 181,194 49,650
XRHE 2 TEA 12EREHEEER
Trade receivables 27 (Note (i) Lifetime ECL - not credit-impaired 2,943,276 1,766,864
B 5 EWHIE (B &£ (i) ERGENRNRERR-R8L
FEHE
Loss Lifetime ECL - credit impaired 12,035 3
BB EEGREYREEEER-B8L
FERE
Other receivables 27 Low risk 12-month ECL 745,429 1,069,275
H e W8 1% B B RERRHEEER
Loss Lifetime ECL - credit impaired 8,782 3
| ERGEYREEEER-B84
FERE
Receivables under service concession 18 Low risk 12-month ECL 2,645,645 2,766,848
arrangements
RAAGERRE T ERZE 1% B B 12EREHEEER
Amounts due from customers for 19 Low risk 12-month ECL 725,834 603,836

construction contracts

EREFRERR® 15 /L B RERRBEEER
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Co

ntinued)

ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

3. FINANCIAL RISK MANAGEMENT (continued) 3.
3.1 Financial risk factors (continued) 3.1
(b) Credit risk and impairment assessment (continued) (b)

Internal
Note credit rating  12-month or lifetime ECL
128 B &%
EREEY
it WBEETR BHEEER

Contract asset 20 Low risk 12-month ECL

ANEE 1% B B RERRHEEER
Financial asset at amortised cost 26 Doubtful Lifetime ECL - not credit-|
DBHER AT ENSREE TR EHGEYREERER

EEHE
Loss Lifetime ECL - credit-impaired 300,000 -

BR ERFHORAEERR
FEHE

(i) For trade receivables, the Group has applied the simplified (i)
approach in IFRS 9 to measure the loss allowance at lifetime
ECL. Except for debtors with significant outstanding balances
or credit-impaired, the Group determines the ECL on these
items on a collective basis, grouped by past due status.
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i %5 LB E R ()
B 75 LI B % (4)

15 /8 /2 B B i {8 &F fa (72

2022 2021
Gross Gross
carrying amount carrying amount

FEAE REARE
RMB’000 RMB'000
ARETT ARETT

109,121 249,825

impaired 300,000
-RkEHE

-B%%

HNE S EWHIE AEE KRB BERBBE
WEEREIGRT WML NBEFE
PEMEEERFERBRBEE REKRE
AEEEHRILRERRENELE A
AEBREREEETZERANEAMSE
EEE TRaHARS A -



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ GHMBHRET SHMBRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

3.  FINANCIAL RISK MANAGEMENT (continued) 3. MEAREEE)

3.1 Financial risk factors (continued) 3.1 M#%ERKREZE)
(b) Credit risk and impairment assessment (continued) (b) 15 A /B B R i 18 7F 15 (&)
(i) Trade receivables (i) B Z B IE

As part of the Group’s credit risk management, the Group uses debtors’ {EAAEEEARBEEN — 2D AEEFH
aging to assess the impairment for its customers because these BB AMERIEEFNBE BAZSERTFA
customers have common risk characteristics that are representatve A XFEHERBREH EBREXEFEBARIER
of the customers’ abilities to pay all amounts due in accordance with ST BEEIHABEBHNE N TRRBEEBE FE
the contractual terms. The following table provides information about W HXEHNEZ A RAKRM DM E R ZF 8 5 EWH
the exposure to credit risk for trade receivables which are assessedon HBEBFEAZBAGFEHEHEESBEREHREE
collective basis by using provision matrix within lifetime ECL (not credit 8 {8) A &9 # & & [ i 17 & B2 51 (& - 7K 2022F 12 A
impaired). Debtors with credit-impaired with gross carrying amounts 31 H * R & E 4 A A K ¥ 12,035,000 7T (2021 4 :
of approximately RMB12,035,000 as at 31 December 2022 (2021: # AR #3,000/0) ME LR EERENEBE A K
approximately RMB3,000) were assessed individually. S R R

Up to 1 year 1to 2 years 2 to 3 years

RE—F 122% 2Z3fF

Trade receivables ESEUME

As at 31 December 2022 M2022%12H31H

Expected loss rate BHIEE X 1.26% 3.25% 9.70%

Gross carrying amount (RMB’000) BEEBEAREFT) 1,761,353 1,041,909 140,014 2,943,276

Loss allowance provision (RMB’000) EEBBAREKTT) (22,207) (33,883) (13,587) (69,677)
1,739,146 1,008,026 126,427 2,873,599

Up to 1 year 1to 2 years 2 to 3 years Total

RE—F 1525 2E3F A

Trade receivables ESEKRE

As at 31 December 2021 2021612 531 H

Expected loss rate BHIEE X 1.97% 2.94% 30.48%

Gross carrying amount (RMB’000) BREEBEANLEEFT) 1,238,288 467,025 61,551 1,766,864

Loss allowance provision (RMB’000) BEBEARETFT) (24,405) (13,732) (18,758) (56,895)
1,213,883 453,293 42,793 1,709,969
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)
(b) Credit risk and impairment assessment (continued)
(i) Trade receivables (continued)

The estimated loss rates are estimated based on historical observed
default rates over the expected life of the debtors and are adjusted
for forward-looking information that is available without undue cost or
effort. The grouping is regularly reviewed by management to ensure
relevant information about specific debtors is updated.

The following table shows the movement in lifetime ECL that has been
recognised for trade receivables under the simplified approach.

3. HMBRAREIRE(E)
3.1 BA 5 B B B & (&)

(b) 15 /A /@ B R i 18 &F 15 (#2)
(i) B 5 e IE (E)

BRBREIREBEESINEEABRDBFEY
NHEHNRETHFT  LREBANHBERSE
XBNENAESHAIEEENETAE - EBE
HOMBERETESNES UBREETEBAN
HEEHSIEN-

TEBTIREMETZEABNOE S REFENE
ErERRBEEERNESBR -

Lifetime ECL
(not credit- Lifetime ECL
impaired) (credit-impaired)
EEEEY EEEFEY
FHREER BHREEER

(FBEEFEEE) (EREFEEHE Chi

At 1 January 2021 n2021F181H
Impairment losses recognised, net E 7 325 & /& 18 % &8

At 31 December 2021 and N2021 5128318 &

1 January 2022 2022%1A1H
Transfer to credit-impaired BREZEELEFEENE
Impairment losses recognised, net 2 f 2 5 & & 18 % 5
Disposal of a subsidiary HeE—HEHEBR A
Write-off iz
At 31 December 2022 ®2022612A31H

The Group writes off a trade receivable when there is information
indicating that the debtor is in severe financial difficulty and there is no
realistic prospect of recovery, e.g. when the debtor has been placed
under liquidation or has entered into bankruptcy proceedings, or when
the trade receivables are over five years past due, whichever occurs
earlier.

RMB’000 RMB’000 RMB’000
ARBFT AR# T ARBFRT

35,309 35,312
21,586 21,586

56,895 3 56,898
(4,376) 4,376 -
17,394 7,659 25,053
(236) = (236)

- () (3)

69,677 12,035 81,712

BEREMKPAEBARARENYBREL AR
PARAKEEERE FINEBARBESEA
WERF HEZERIABHAFALRUAR
RERLEERE) AEEBMEE SRR -
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT+2F GHUBHRZX SHMBHRIRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

3. FINANCIAL RISK MANAGEMENT (continued) 3. BA TS5 R By B (E)

3.1 Financial risk factors (continued) 3.1 M#%ERKREZE)

(b) Credit risk and impairment assessment (continued) (b) 15 /4 /7 B R 5 {8 5F 1 (48)

(i) Financial asset at amortised cost and other receivables (i) LB 35 P K 5 2 1) & B & B K B i JE WK
]

The following tables show reconciliation of loss allowances that TXRBE RGN BHERAGFENS R EE R E bk
has been recognised for financial asset at amortised cost and other W ZXIE C 7 32 1 &5 18 #1610 B BR -
receivables.

Financial assetat  Financial asset at

Other receivables  Other receivables amortised cost amortised cost

Lifetime ECL-  Lifetime ECL - not Lifetime ECL -

12-month ECL credit-impaired credit-impaired credit-impaired

DY 318 HEEHE

EpENRRE ERERRE HENEGMEE HENSHEE

BEGANEY ERFENREY EEGENES

128 A REBE- REBE- FEBE-
FHREER CREREEE AREREAE CBHEREAE A
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT AREFT AREFT ARETT

At 1 January 2021 R2021£1518 5,530 5,533
Impairment losses recognised, net ERAHEREFE 1,914 7,914
At 31 December 2021 and RONE12ANBER
1 January 2022 2022£1R1H 7,444 6,000
Transfer to credit-impaired BRZOREGENE (4,391) (6,000)
Impairment losses recognised, net ERAAEEETE 11,836
Write-off bk -
At 31 December 2022 R2022512A31H
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

3.1

(b)

(if)

Notes:

(0]

(i)

(iii)

FINANCIAL RISK MANAGEMENT (continued)
Financial risk factors (continued)
Credit risk and impairment assessment (continued)

Financial asset at amortised cost and other receivables

(continued)

Other receivables with gross carrying amount totalling approximately
RMB745,429,000 (2021: RMB1,069,275,000) for which 12-month ECL
has been provided, resulted in recognition of ECL of approximately
RMB 11,836,000 during the year (2021: approximately RMB1,914,000).

Certain other receivables with gross carrying amount totalling
approximately RMB8,782,000 (2021: approximately RMB3,000) that
have become credit-impaired for which lifetime ECL has been provided,
resulted in recognition of ECL of approximately RMB4,391,000 (2021:
Nil) during the year. The management of the Group considered that
the recovery of these balances was remote due to unfavourable event
occurred.

As at 31 December 2022, financial assets at amortised cost of
RMB300,000,000 were individually determined to be credit-impaired for
which lifetime ECL has been provided. The individually impaired financial
assets at amortised cost related to debtors that were in financial
difficulties with the reference to the shortfall between the carrying
amount and expected value of collateral, and management assessed
that only a portion of principal and interest receivables was expected to
be recovered. Consequently, further loss allowance of RMB54,000,000
(2021: RMB6,000,000) was recognised during the year.

3.1

(b)

(ii)

B it

(0]

(if)

(iii)

Bt %5 B B E 3B (48)
R % BB E & ()

1= /8 Jal B R 5 18 7F 1 (%)

HEfEWHRERAEBELN AR ®KT745,429,0007T
(20214 : A R %1,069,275,0007T) 2 5t 121218 A
BHEEBE RFRAERRERAEHEEERY
A B #11,836,000 7T, (2021 4F : #) A B2 #1,914,000
JT) °

& T H AU RIERE 28 4 A R %8,782,0007T
(20214 : HARM3,000T) 2 % 4 = E R E I &t
REAGCEDEYHEEESE REFRNERRRAE
HEE BN ARK4391,0007T (20214 : F) -
AEEEEERE HRELETHNEH 254
oI R IR TR

M2022F12A31H  LEHEKAFENEREE
A R # 300,000,000 C @R EEABEEERFEER
BT REEAGEHEHEEBE EHRELs
FEEEAERARBHEECHNEZE BB EFT
EREEED BB A RFEELEZWE - Bt -
RERNE BERE— KB EE AR 54,000,000
70 (20214 : A R %6,000,0007T) ©
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E+=-%

EHMBHEET SHMBHERWEGER

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(b) Credit risk and impairment assessment (continued)

(iii) Receivables under service concession arrangements and

amounts due from customers for construction contracts

The following tables show reconciliation of loss allowances that
has been recognised for receivables under service concession
arrangements and amounts due from customers for construction
contracts.

202141 718
BRI EEEFH

At 1 January 2021
Impairment losses recognised, net

3. HBRAKREREE)
3 HHBEKRREZE(E)
(b) 1= /A JE Bg R i 18 7F 1 ()

(i) HAEELEGETHERIBARENE P
& A A%

TERBTISFFRERGZ T MR WA R ER

EFREEARACHERNBEBREOE R -

Receivables
under service
concession
arrangements
12-month ECL
HEREE
% T8

FE i 3% I’

1218 AR
BER
RMB’000

AREFT

Amounts

due from
customers for
construction
contracts
12-month ECL

B E R
BiESRX
1218 AR E
HE#H
RMB’000
AREFRT

a4
RMB’000
ARKF T

13,053
15,981

7,225
14,112

20,278
30,093

At 31 December 2021 and R2021F12A31B8 &

1 January 2022 20221814
Impairment losses recognised, net ERANEEETEE
Impairment losses reversed, net BERBEERTE
Exchange realignment IE X AR

21,337 50,371
= 26,026
(6,820) (6,820)
= 36

At 31 December 2022 202212 A31H

(c) Liquidity risk

The Group’s objective is to maintain sufficient cash and sources of
funding through committed credit facility and maintain flexibility in
funding by maintaining committed credit lines. To manage the liquidity
risk, management monitors rolling forecasts of the Group’s liquidity
reserve (comprising undrawn banking facilities) and cash and cash
equivalents on the basis of expected cash flows. All the borrowings
are in compliance with relevant covenant terms if any and the Group
expected to fund the future cash flow needs through internally
generated cash flows from operations and borrowings from financial
institutions.

(c) B & E AR

AEBENERREBBARNEEERTRARNRS
MESRE UBRBERAFEERERRITE
EMBEEE - REERDESRR EEEEER
SEERNAHESHB(ERERERNRITEE)
MERDEANERFEFRERENRESRRESE
BY -MAEGFROETHBZOGKRWA)BLE
HEHRABANNEERDELEN RS RENARR
TREBNEFARERARASTRER K-
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ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

3. FINANCIAL RISK MANAGEMENT (continued) 3. B 75 L B B I (4F)

3.1 Financial risk factors (continued) 3.1 M EEEZRE)
(c) Liquidity risk (continued) (c) REE L ER(E)

TREAEEBRBERBEARNESNIHBAOF
HHABREBANIAEASFHRELELENERAE
ETOM ERABBENSEAREHENAR
BERE -

The table below analyses the Group’s financial liabilities that will be
settled on a net basis into relevant maturity grouping based on the
remaining period at the reporting date to the contractual maturity date.
The amounts disclosed in the table are the contractual undiscounted
cash flows.

EHPBRERMEIHRBDESAR KRB BH
RITEEEEETESZHM -

Note 30 to the consolidated financial statements presents more
analysis of liquidity risk and undrawn bank borrowings facilities.

Weighted Carrying
average Between Between Total amount at
effective Less than 1and2 2and 5 More than  undiscounted 31 December
interest rate 1 year years years 5 years cash flows 2022
n20225
mETH AERRE 12A31H
3k 1£)UR 122% 2E5% 56N REAR WEREE
% RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
% AREFT ARETT AREFT AREFT AREFTT ARETZT
As at 31 December 2022 ®2022%512A31H
Borrowings BR 3,542,322 1,024,977 1,421,207 381,302 6,369,808 5,869,087
Financial liabilities includedin ~ B&ZEENERR L
trade and other payables ERFTNERAR 743,117 743,117 743,117
4,285,439 1,024,977 1,421,207 381,302 7,112,925 6,612,204
Weighted Carrying
average Between Between Total amount at
effective Less than 1and2 2and5 More than  undiscounted 31 December
interest rate 1 year years years 5 years cash flows 2021
#2021
mE¥ AERAE 12A318
ERAE 15U 1224 2E5% 565 F mE LR HEEE
% RMB 000 RMB 000 RMB000 RMB 000 RMB 000 RMB 000
% ARBTT AREETT AREFT AREFT ARETT ARETR
As at 31 December 2021 R2021512 8318
Borrowings BR 5.34 4,448,889 1,105,646 956,400 366,354 6,877,289 6,405,937
Financial liabilities at fair value ~ %A 7 BE ABEH
through profit or loss EREE - 110,450 - - - 110,450 110,450
Financial liabilities includedin ~ B&ZEENERR L
trade and other payables ERFTNERARE - 661,224 = = = 661,224 661,224
5,220,563 1,105,646 956,400 366,354 7,648,963 7,177,611
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CRULIECEE S

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2022 #,Z 20224 12H318 L F &

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(c) Liquidity risk (continued)

The estimated amount of interest payments on borrowings are arrived
based on the principal borrowing balance and prevailing interests
rates at respective reporting dates up to the final maturity date of the
borrowing agreements.

3.2 Capital risk management

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

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

Consistent with others in the industry, the Group monitors capital on
basis of the gearing ratio. This ratio is calculated as net debts divided
by total capital. Net debts are calculated as total borrowings less cash
and cash equivalents and restricted funds. Total capital is calculated
as “equity” as shown in the consolidated financial statements plus net
debts.

The net gearing ratio as at 31 December 2022 and 2021 is as follow:

3. MBEEKREEE)
3.1 MHEREEE)
(c) mBELERE)

ERBHHERFNERRAKBERLASBER
EEREANEERBEOELIMA 1R 9 A
i (T 5 BT o

32 EAEKRER

AEENEAEERREREEEREEBERLE
AR EE RN E M SEEE RN
IR R RENEREBURIKERKRE -

RTHRFLAAEELRERE AEEAES
FPRRORAMNEKE ARREEEAR  BITHKR
ZHEBEENBEES -

HEENEMAR K AKBEFNBEEREBELE
REER - W ERREBFEBNEERGTE -
BHEFERBETIREZRASRASFEYEIR
HES BEAR (WA G E R 5D
B AR -

20224 K2021F12A31H - FEEBBLLLEMOT :

2022 2021

2022 F 20214

RMB’000 RMB’000

ARBTF T ARBTFT

Total borrowings (Note 30) 48 {2 2 (B 3£ 30) 5,869,087 6,405,937
Less: Cash and bank balances (Note 28) AR e RIR1T 4 R (BY i£28) (131,494) (1,504,346)
Restricted funds (Note 28) Z Rl & & (Hf £28) (181,194) (49,650)

Net debt & 75 % 5 5,556,399 4,851,941
Total equity B 4,657,591 4,435,811
Total capital PR N 10,213,990 9,287,752
Gearing ratio FEEABILE 54.40% 52.24%
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F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation of financial instruments

The following presents the liabilities measured at fair value or required
to disclose their fair value in these financial statements on a recurring
basis across the three levels of the fair value hierarchy defined in
IFRS 13 Fair Value Measurement, with the fair value measurement
categorised in its entirety based on the lowest level input that is
significant to the entire measurement. The levels of inputs are defined
as follows:

. Level 1 (highest level): quoted prices (unadjusted) in active
markets for identical assets or liabilities that the Group can
access at the measurement date;

Level 2: inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either directly or

indirectly; and

. Level 3 (lowest level): unobservable inputs for the asset or
liability.

Financial liabilities measured at fair value

3. MBEREEGE)
33 &SMIAMAREEM

NTREJNARBBEEM B REENF13RE R
ZARBEER=ZAL&NA 2L EBEFER
BARZEVBERRABKEEEEREELARE
BEZEBE BRAABEAEREHERIEM
EEEAZEEESABBETIE - ARE
ZHANERMT

. E-—R(EERIN) : AEERAEAHA
MEHEREEXEENEREMS LZ2RE
(REHE):

o F_BF-RABERENIN REER
EEVTEEXMBEBREMGE 2@ ABE:
54

o F=M(HEEH):EELEBBEZTAE
R ARE-

URAAIBEFGENEMER

Valuation Correlation between
Fair value techniques and Significant significant unobservable
Financial liabilities Fair value as at 31 December hierarchy  key inputs unobservable inputs inputs and fair value
NrE f 1B # 7 A0 EEMEEHEEZ EEMBEBEZGAY
cHaR R12ANAMALEE EHES HEGNE PN ¢ 3 BEMBEEZHEERRE
2022 2021
2022 20214
RMB’000 RMB'000
ARETE WA
Cross Currency swap classified as (110,450) Level 2 Discounted cash N/A N/A
financial liabilities at FVPL flow method
IXREBEALBREAAEBE (110,450) #2E RengHmn TEA T@Em
TABRHNGRAR 7
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation of financial instruments (continued)
Financial liabilities measured at fair value (continued)

During the years ended 31 December 2022 and 2021, there were no
transfers between Level 1 and Level 2 fair value measurements, and
no transfers into and out of Level 3 fair value measurements. The
Group’s policy is to recognise transfers between levels as at the end of
the reporting period.

Fair value of financial assets and liabilities measured at cost or

amortised cost

The fair value of non-current receivables under service concession
arrangements, non-current amounts due from customers for
construction contracts, non-current contract assets and non-current
borrowings is estimated by discounting the future cash flows at
the current market rate available to the Group for similar financial

instruments.

The carrying amounts of the Group’s other financial assets and
liabilities at cost or amortised cost are not materially different from their
fair values as at 31 December 2022 and 2021.
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3.3 SR T RN RE S E)
DEET-t-L8 L E3 58 {C )

H £2022F K2021F12A31H EFE - F1/E &
F2EANEBEMECHYEERE TEEAFS
BEAABHEMERBEIBEAAEBETEE L - &
SEZHERRBRENABRER 2B 2EE -

BREARBELLA B EHEENEEN AL
&

HHESRRETOERDEKRE  BREF
REARKMERDLE ERDANEERSE
FHEROAABEKEAERTEROALS
BTAENBATBAEHARBE RELTHE
5t o
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

4, SEGMENT INFORMATION

The directors of the Company have been identified as the chief
operating decision-maker of the Company. Management has
determined the operating segments based on reports reviewed by the
directors of the Company for the purpose of allocating resources and
assessing performance.

The directors of the Company consider the business from product and
service perspective. The Group’s reportable segments are as follows:

. Wastewater treatment;
. Water supply; and
. Others, including management services, transportation

services, construction services, thermal production and
treasury functions.

The directors of the Company assess the performance of the operating
segments based on the measurement of revenue and operating profit.

This measurement bases excludes fair value gain on financial liabilities
at FVPL, finance income, finance costs, impairment loss on investment
in an associate and share of results of associates.

Unallocated assets consist of deferred tax assets and investments in
associates. Unallocated liabilities consist of financial liabilities at FVPL,
deferred tax liabilities and income tax payable.

Capital expenditure comprises mainly additions to right-of-use assets/
land use rights, property, plant and equipment and intangible assets.

Z2022F12A3M B IEFE

4. HEER

ZIK"ﬂ%%E%&ﬁ%éﬁ?%ZK"_TE’]IEi‘“%*/?% R&E o
EEBERBEARREZTEZZN n o &R
MAERRNBREEELENH -

ARREZRERTIRBENAEEREEL - A&
EmHmE oMM

. V5K BE B
. K gt 45
. Hiv BREEEEL EHELK BER

RN EERW B -

ARAEERBUAHENE LR BT ELE S
SR

uxuﬂ—ig/%ﬂ_ ?ﬁiﬁ/\ F{Euﬂ’]\*g
BEHRAREERSES  HBEEA -
EHEBRRIEBERNT

ToES
B 5 A B 4R
ALK R 1A -

X5 é&@%ﬁkmﬁﬁﬁﬂ%M&éoiﬂ
ME(@%E@EF%JAE&M%@EE
EREBEMEMER -

EARXIECREERAREE/THERAE T8
EITHEREMETLEERNIEM-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT+2F GHUBHRZX SHMBHRIRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

4. SEGMENT INFORMATION (continued) 4. HEWERE)

(a) Segment information (a) TEHIER

HZE2022F12A31 B IEFEMN D U A FIZ & A

Segment revenue and result (i.e. the operating profit) and other

information for the year ended 31 December 2022 are presented as

below:

BEFE REMERNAT

Wastewater Water
treatment supply Others Total
BKEE K& H fth & &t
RMB’000 RMB’000 RMB’000 RMB’000
ARBFT AR¥TT ARBFT AR¥Tx

Revenue from external customers HNER R B U A 1,298,089 101,234 666,540 2,065,863
Segment gross profit 28 E F 627,062 40,997 189,212 857,271
Segment profit 2 2B F 8 484,890 31,702 146,313 662,905
Fair value gain on financial liabilities at BEAARBEFABZNS

FVPL MEBENRAABEEKS 20,973
Finance income B M A 39,338
Finance costs B 75 B AR (349,484)
Impairment loss on investment BEREREBERXE

in an associate (5,576)
Share of results of associates BERNBKERRNDE (691)
Profit before tax % i 7 B 367,465
Income tax expense et &R (43,330)
Profit for the year FRFE 324,135
Other segment information included in st A4 2 FBE & 4 2 & &

the measurement of segment profit or MEMEMSBER

segment assets:
Depreciation of property, plant and

THE THEREN

equipment e 124,122 9,680 64,435 198,237
Depreciation of right-of-use assets CHEEENE 8,447 659 4,385 13,491
Fair value gain on investment properties % &% % A £ BE WK Z - - (1,085) (1,085)
Impairment loss on trade receivables FEW R FORE R K 15,687 1,223 8,143 25,053
Impairment loss on financial assets at DNEERATENCRE

amortised cost EREERX - - 54,000 54,000
Impairment loss on other receivables HihE WK BRERBRX 10,160 792 5,275 16,227

Impairment loss on receivables under

Hrg e TR KA

service concession arrangements VEREREES 24,143 1,883 26,026
Reversal of impairment loss on amounts B & P 2 &4 [/ 26 &

due from customers for construction BRERD

contracts (3,621) (1,858) (1,341) (6,820)
Amortisation of intangible assets BVEE#HH 12,643 986 6,563 20,192
Capital expenditures BEARRX 231,252 18,034 120,049 369,335
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
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F+2F SHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

4. SEGMENT INFORMATION (continued) 4. HEWERE)
(a) Segment information (continued) (a) o EIE B (&

Segment assets and liabilities as at 31 December 2022 are presented  # £2022F 12 A31HMH MBEEMBE W T ¢

below:
Wastewater Water
treatment supply Others Total
BKEE k44 H fth & &t
RMB’000 RMB’000 RMB’000 RMB’000
ANEMTT AREFT ARMFxT AREFT
Segment assets SMEE 7,481,253 1,176,093 2,957,304 11,614,650
Unallocated: KAEH:
Deferred tax assets REHREEE 81,028
Investments in associates BERE 6,526
Total assets EEHE 11,702,204
Segment liabilities NEEE 4,384,230 731,065 1,797,984 6,913,279
Unallocated: KAEH:
Deferred tax liabilities REHBEEE 51,903
Tax payables B 79,431
Total liabilities EEEHE 7,044,613
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

4, SEGMENT INFORMATION (continued) 4. SEE B (&)
(a) Segment information (continued) (a) 2 EME B

HZE2021F12A3MBLLFEN S BRAREEED

Segment revenue and result (i.e. the operating profit) and other

information for the year ended 31 December 2021 are presented as

below:

BERMNB)REMEMMT

Wastewater Water
treatment supply Others Total
5K R 3R K4 Hfth & &t
RMB’000 RMB’000 RMB’000 RMB’000
AREFIT AREFT AREFT ARKFT
Revenue from external customers HNERE PR A 1,370,283 191,534 755,921 2,317,738
Segment gross profit 2 B EF 610,365 49,812 64,605 724,782
Segment profit 2 5 FE 487,391 22,957 43,857 554,205
Fair value loss on financial liabilities at BARBEAABGZN S
FVPL MEBENAABEEX (25,837)
Finance income B 7% A 83,705
Finance costs B 7 A AN (213,652)
Share of results of associates BEDNRAKLERNRNDE (1,728)
Profit before tax 75 A A E 396,693
Income tax expense FEHER (57,142)
Profit for the year F R FH 339,551
Other segment information includedin St ALHFBEHEEE
the measurement of segment profit or MEMSBER:
assets:
Depreciation of property, plant and TEE - IHRREREENH
equipment e 138,183 18,953 81,434 238,570
Depregciation of right-of-use assets FRAEEENE 6,243 803 4,245 11,291
Fair value gain on investment properties &M E A A BE K - - (2,622) (2,622)
Impairment loss on trade receivables FE W ER R E R K 7,768 8,800 5,018 21,586
Impairment loss on financial assets at A SER AT 20 & Bt
amortised cost BERERRX - - 6,000 6,000
Impairment loss on other receivables HibfE X BREBRXKX 689 780 445 1,914
Impairment loss on receivables under FRFE S’ T ER
service concession arrangements RIEREE X 12,092 3,889 = 15,981
Impairment loss on amounts due from BREFEEARK
customers for construction contracts HEBRX 9,865 4,247 - 14,112
Amortisation of intangible assets BV EESH 16,719 923 = 17,642
Capital expenditures EARMAY 41,492 3,967 13,671 59,130
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

4. SEGMENT INFORMATION (continued) 4. HEWERE)
(a) Segment information (continued) (a) 7 B (&)

Segment assets and liabilities as at 31 December 2021 are presented # £2021F 12 AMHM D PEEMEEOT ¢

below:
Wastewater Water
treatment supply Others Total
5K R B K44 H =k
RMB’000 RMB’000 RMB’000 RMB’000
AREFIT AREFT AREFT AREFT
Segment assets DEE E 8,641,125 1,211,764 2,117,766 11,970,655
Unallocated: KAEH:
Deferred tax assets RERIEEE 84,490
Investments in associates BB A 12,793
Total assets BEHER 12,067,938
Segment liabilities NEEE 5,910,426 546,681 880,584 7,337,691
Unallocated: KoEE:
Financial liabilities at FVPL BERARBEFABZMN
eMmEE 110,450
Deferred tax liabilities EXERIEAE 86,492
Tax payables FE IR 97,494
Total liabilities BEBE 7,632,127
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¥+ GHMBHRET SHMBRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

4. SEGMENT INFORMATION (continued) 4. SEIERE)

=

(b) Geographical information (b) MIEE 2

The Group’s operations are principally located in the PRC, hence, ZA&BEMEBIBMNATH - AT HEEMIE R
geographical segment information is not considered necessary. HER

(c) Information about major customers (c) FEXFRER

The major customers whose revenue amounted to 10% or more of the A &SEBENETEZZFHNR A AEE KA BLED
Group’s total revenue were as below: 10% 3k A LA T -

2022 2021
2022 % 20214
RMB’000 RMB’000
AR#EFT ARETTT

Revenue from wastewater treatment segment RETKRED BB

Customer A XFEA 905,130 573,760
Customer B X FB N/AT & B * 273,056
Revenue from the others segment KA EMSEE BN

Customer C =xFC 309,530 N/A TS 3 A *
* The corresponding revenue did not contribute 10% or more of the  * FAPE U 2SI A R E B U 2E10% K A L

Group’s revenue.
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F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

5. REVENUE 5. LN

For the year ended 31 December
BHE12AMNBLEE

2022 2021
20224 20214
RMB’000 RMB’000
AR#F T ARETT

Revenue disaggregated by major products or RIZERSBRBRESH

service lines [ @N
Wastewater treatment 5K B2 1,298,089 1,370,283
Operating services — under TOO/BOO model &% R 7% —TOO/BOO K = 926,026 919,411
Operating services — under TOT/BOT model ZIBRE-TOT/BOTHE X T 205,304 162,538
Construction services — under BT model BERBES-BTREAT 14,888 3,283
Construction services — under BOT model BERS-BOTERA T 85,680 193,360
Finance income B 75 A 66,191 91,691
Reclaimed water supply and running water supply BAEKMHERB RKEE 101,234 191,534
Operating services of reclaimed water supply BAEKEEZERE

— under TOO/BOO model —TOO/BOOEK X T 21,294 35,006
Operating services of running water supply B R K ff FE & 8 AR 75

—under TOT/BOT model —TOT/BOT# = T 14,810 11,023
Construction services — under BT model EERB-BTERXT 4,199 =
Construction services — under BOT model BERB-BOTHEA T 29,980 112,963
Finance income B 75 I A 30,951 32,542
Others H b 666,540 755,921
Management services EERG 332,491 276,855
Transportation services B 5 RS 6,585 7,775
Construction services — under BT model EERB-BTERXT - 18,565
Construction services — under BOT model BERS-BOTHEA T 117,733 280,241
Thermal production ok E 144,030 133,494
Others E 65,701 38,991

2,065,863 2,317,738

Except for the finance income, all the other revenue represent revenue [ Bf 75 Uz A 4) » BT B H 4t Uz A 8 B B2 B 7% 3R & &
from contracts with customers within the scope of IFRS 15. BE15EAKXREAEESHBIWEA ©

All the above revenue is recognised over time except for revenue from | 5t Fr 5 U A ¥ BE 05 RS RE 22 0 M /K {L jE 2 38 % 2

water supply operation and thermal production, which are recognised ) 4 Z& U A 7 b5 RS 25 #E 32 o
at a point in time.
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

6. EXPENSES BY NATURE

6. BHESEMEAR

2022 2021
2022 20214
RMB’000 RMB’000
AR¥TFx ARE T
Depreciation of property, plant and equipment TBE IRE&ENTE
(Note 17) (Hfa£17) 198,237 238,570
Utilities, electricity and office expenditures AAEE BEHARPAELH 56,252 120,798
Employee benefit expenses (Note 10) 12 8 18 5 X (M zF 10) 215,499 185,214
Costs of wastewater and water supply services 75 7K BE B AN K 4 45 AR 7% 9 B AR 301,129 201,176
Cost of construction services 32 1 IR 75 B AN 222,100 587,501
Taxes and levies 2 & Mo 25,393 33,396
Repair and maintenance costs HAs K ER AR 42,620 27,313
Commission charge FEE 2,791 9,733
Depreciation of right-of-use assets (Note 16) FAEEENE N Z16) 13,491 11,291
Subcontracting costs nEEA 26,126 90,921
Professional expenses BERKE 36,306 16,006
Research and development expenses WEEA 542 7,299
Amortisation of intangible assets (Note 21) EREEBHEIF21) 20,192 17,642
Auditor’s remuneration EBit B 2,700 3,170
Fuels expenses K E A 124,474 109,935
Reversal of write-down of inventories 7 & MO & = - (2,246)
Miscellaneous 18 46,928 96,718
Total cost of sales, selling expenses, administrative &K A - HEEH - THEHR
expenses and research and development MIFEERAEE
expenses 1,334,780 1,754,437
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Co

ntinued)

ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

Hftr iy 55 - F H

2022
2022 £
RMB’000
AR#FxT

13,333

12,339
994

7. OTHER INCOME - NET 7.

Government grants: BT FE B

— relating to purchase of property plant and —HEBETBE - TN

equipment (Note 31) %48 B B (A aE 31)

— relating to tax refund (Note) —ELR B R E G R (A A7)

Gain on disposal of a subsidiary (Note 40) e —FEHE ARz ks
(Kt #t40)

Interest income from bank deposits BITFERZFERA

Fair value change of investment properties (Note 15) & & ¥ ¥ 2 A it B{E B &)
(Kt &£ 15)

Fair value gain (loss) of financial liabilities at FVPL & A A EBETAEBZEHN

ERMAEBENAARBEYKS

(& 18)
Gross rental income* Ml Agzm>
Others H b

19,886
4,691

1,085

Note:  Pursuant to Notice on Issuing the Catalogue of Preferential Value-added B aF -
Tax (“VAT”) Policies for Products Made through and Labor Services for
Integrated Utilisation of Resources issued by the State Administration
of Taxation in the PRC, companies which sell self-produced products
made with integrated utilised resources or provides labor services for
integrated utilisation of resources can enjoy the policy of value-added
tax refund upon collection from 1 July 2015. The wastewater treatment
business and the reclaimed water supply business of the Group which
fall into the catalogue are qualified to enjoy 70% (2021: 70% and 50%
respectively) VAT refund.

The direct operating expenses incurred for investment properties that
generated rental income was minimal in both of the years.
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2021
20214
RMB’000
ARETT

27,740

13,162
14,578

3,988

2,622

(25,837)
15,437
4,075

28,025

FEEHAREMAKEREZENBE®RMS K
EER(HBERDEZB SR T 82015474
1R REERCATIAALERBEERARE
BHRAFNARRABHNCETNEHNEERKE
SMERERRE AEENSKERESNE
EKEREREKAEEBEHEE AERKREZT0%
(20214 : 9 BI70% K% 50%) &y 3% (B B B R i -

MENELERSRANKENFELINERLE
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

—E AHMBHmET AHMBHmERWEGER

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

8. OTHER LOSSES

Loss on disposal of property, plant and

8. Hihs 8

2022 2021
2022 % 20214
RMB’000 RMB’000
AR#FT ARETT

BRENBE  THEXEBD

equipment — net BB 55 430
Donation 18 g 79
Penalty expenses (Note a) SR W (K ata) 906
Penalty expenses — compensation for breach SRTH-EBRERMEE

of contract (Note b) (Hi&tb) 1,450
Others E b 500

3,365
Notes: B it -
(a) Included in the penalty expenses is the compensation for traffic accident  (a) SRETHAERHELY AENIBAEREESLD
of approximately RMB891,000 payable by Kunming Dianchi Logistics AR¥B91,0007t: CIEBKBEEEREERTEELN
and the medical compensation of approximately RMB15,000 payable by A R #15,0007C °
Renhuai Water to the plaintiff.
(b) Included in the penalty expenses — compensation for breach of contract  (b) SR EH-ERA R MHEARIRIK2020))11112
is a penalty of approximately RMB1,450,000 payable to Leshan 200 MM R E R BT AR % \LER
Tenghong Construction Engineering Co., Ltd. (%41 22 S T2 AR BETRRARADALHARKE450,0007T 1 S -

‘A @) under the judgement of (2020) Chuan 1112 Zhi No. 299 ((2020) /I

1112 $1299 5%).

RRAHEMBKBERMERLE 2022 FEHRE 243



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

9. FINANCE COSTS — NET 9. M HA—FHE

2022 2021
20224 20214
RMB’000 RMB’000
AR¥FT ARETT

Finance income: BN
— Interest income charged to related parties — [A) A Bt 75 WO HR A9 A1 2R A
(Note 37(b)(iv)) (K1 &£ 37(b)(iv)) 83,705
— Interest income charged to a third party —m%E =7 KE KA -
83,705
Finance costs: B R A
— Total interest expenses on borrowings —ERA BB (283,986) (257,655)
— Interest expenses on unsecured borrowings —RERERMEZH (166,598) (178,845)
— interest expenses on corporate bonds —RElEHEMNBEZH (2,849) (2,768)
— Interest expenses on secured borrowings —ERERFE I H (114,539) (76,042)
— Less: borrowing costs capitalised in property, — B BRI ATBE  TK
plant and equipment X5 0 18 K AR
(Note 17(d)) (B 5 17(d)) 31,064 6,017
— Interest expenses — net —NMEBR-F8 (252,922) (251,638)
— Exchange (loss) gain — net BRI KT F8E (91,044) 39,079
_ Others —H (5,518) (1,093)
(349,484) (213,652)
Finance costs — net B ISP AN —F 58 (310,146) (129,947)
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10.

Staff costs, including directors’ emoluments
Salaries, wages and bonuses
Contributions to pension plans (Note (a))
Housing funds, medical insurance and other social
insurance (Note (b))

CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

—

T+ &

CRULIECEE S

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2022 #,Z 20224 12H318 L F &

EMPLOYEE BENEFIT EXPENSES

10.

EINA(BRESHE)

TE ZBEMZEE
R & 5B KB 7 (a)
FEAES BERARRM
H b 4 & 1R B (f 22 (b))

B &% Hx
2022 2021
20224 20214
RMB’000 RMB'000
AR T AR® T T
163,920 140,575
24,964 21,176
26,615 23,463
215,499 185,214

Notes:

(a)

(b)

As stipulated by rules and regulations in the PRC, the Group contributes
to state-sponsored retirement schemes for its full-time employees in the
PRC. The Group’s full-time employees make monthly contributions to
the schemes at approximately 8% of the relevant income (comprising
wages, salaries, allowances and bonus, and subject to maximum caps),
while the Group has no further obligations for the actual payment of
post-retirement benefits beyond the contributions. The state-sponsored
retirement schemes are responsible for the entire post-retirement benefit
obligations payable to the retired employees.

In addition to the government-sponsored defined contribution pension
plans as mentioned above, effective from 1 January 2014, the Group
operates an additional employee pension plan. The full-time employees
of the Group in the PRC are entitled to an additional pension aggregating
to 8% of previous year’s salaries. The Group has no further obligation
for this additional employee pension plan beyond the contribution made.

Employees of the Group in the PRC are entitled to participate in various
government-supervised housing funds, medical insurance and other
employee social insurance plan. The Group contributes on a monthly
basis to these funds based on approximately 6.3% to 23.6% of the
salaries of the employees, subject to certain ceiling. The Group’s liability
in respect of these funds is limited to the contributions payable in each
period.
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B it

(a)

(b)

RETEREFHENRE AEERETHR2R
ETHEREDNRARSFFERT - AEEBER
ETRERBARAREIER He 2HRED
(TRBB—FLRIN8%ZTHE A M &t & #R -
AERBREEB AR R UK RKEEN o
BREDHNERESAHEEESMERNRARBR I
BB RS-

BREMBREDNIETRGEERSTE N B
2014F1A1B 8 AEBERE-HHEINBEIRNK
STl -AEEBEHREAMNEBRETIARZAAR
BRI —FTE8%MEIINENRS - BREINE TR
EEN AEBEBMEAMEE -

AEBEFENBRTIMABRSRENES R AES
BEERRNEMGE SRR -A5EEARR
T#H ©H6.3%%£23.6%7% A Mz 5 ESHRCTE
B-ELR) -BREABEMS AKENEE
RBRRNES BB ELHK-



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+ZF GHUEBER=R

& O B %5 3 3% Bf 5 (48D

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

10. EMPLOYEE BENEFIT EXPENSES (continued)

Notes: (continued)

(c) Five highest paid individuals

The five highest paid individuals during the year included 2 directors
and 1 supervisor (2021: 2 directors, 1 supervisor and 1 chief executive),
details of whose remuneration are set out in Note 12.The aggregate
of the emoluments in respect of the other two individuals (2021: one
individual) (for the years ended 31 December 2021 and 2022, the
emoluments of all the highest paid individuals who were not directors,
supervisors or chief executives did not involve any discretionary or
performance-based bonuses, amounts paid or payable to induce them to
join or at the time when they joined the Group, or any compensation for

loss of any managerial position) are as follows:

10.

EEBFMEXZE)

Bt it : (&)

(c)

hfi& s HMAL

FRNRANBEEFTMATEEMUESN —ES
(2021F ML ESH —(NESEM—UmsTHRA
8) HHEMERHE12 - H4 M A @ A (20214 :
— & A A) 8 BN 42 58 (R B E 2022 F K% 2021412
A3BALEE FAYHES EFHHRTK
ABHERTMATHNTFMOESRE@METE
EMRRERAENRET RELMAKEEM
AXEERBEINKENFORE  EMEH
KREAMEBAEBRUOBERE)ET :

2021
20214
RMB’000
ARKF T
Salaries T5 525
Contributions to pension plans RAKET 8 3K 63
Others H 67
655

(d) The emoluments of remaining two individuals (2021: one individual) fell  (d) HemAEA021F : — & @A)/ 5 B & B

within the following band:

Range of remuneration (HKD)

Nil to 500,000
500,001 to 1,000,000

FHEECEE)

£ £ 500,000
500,001 % 1,000,000

T

2022 2021

2022 £ 20214
Number of Number of
individuals individuals

A& A B

1 -
1 1
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+=-%

CRULIECEE S

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2022 #,Z 20224 12H318 L F &

11. INCOME TAX EXPENSE

1. FFIEHEH

2022 2021
2022 £ 20214
RMB’000 RMB’000
AR¥TFx AR TFor
Current tax — Hong Kong Profits Tax ENE-BAENEH
Provision for the year FARME 3,308
Current tax — the PRC Corporate Income Tax EHRE-—FBEPCERER
Provision for the year FREE 75,442 61,078
Over provision in respect of prior years NEFEBBREE (3,035) (606)
72,407 60,472
Deferred tax IR E T IR (29,077) (6,638)
Income tax Fris ®t 43,330 57,142

For the only Hong Kong incorporated subsidiary, Hong Kong Profits
Tax is calculated at 8.25% (2021:8.25%) of the first HKD2 million
of estimated assessable profit and at 16.5% (2021: 16.5%) on the
remaining estimated assessable profit. No provision for Hong Kong
profits Tax has been made for the subsidiary as it has no assessable
profits or obtained tax losses for taxation purpose for the year.

Under the Law of the PRC on Corporate Income Tax (the “CIT Law”)
and implementation Regulations of the CIT Law, the tax rate of the
PRC subsidiaries is 25% from 1 January 2008. The income tax rate
of 25% is applicable to all of the Group’s PRC subsidiaries during
the year ended 31 December 2022 and 2021, except for certain
subsidiaries that enjoy tax exemption or a preferential income tax
rate as approved by the respective local tax authorities, which was
discussed as follows:

(a) China’s western region development policy (the “Western
Region Development Policy”) is a preferential tax ruling
issued by the State Administration of Taxation of the PRC
for companies whose business fall into the catalogue of
encouraged industries and located in western region of China.
During the years ended 31 December 2022 and 2021, the
Company and certain subsidiaries qualified for the Western
Region Development Policy were granted the preferential
income tax rate of 15%.
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HNE-—EFBEEMKINMBAR  HEH27A
& 7B T fh & R BOR A $28.25% (2021 4 : 8.25%)
BB R KR T b A SR B 1) 32 16.5% (2021 4F
16.5%) MM XA HBBMNEH - ARK B2 AR
FAXERRIRBEMN XL RFEREEER Bt
WEREAERFENSHEE -

BERFEARENBCEMBSREA(CEREH
EDREEMEBAEEED - 22008F1A1H #E -
FEME QAN X B25%- K B £2022F
221 FNANBLEFEHH BRESENHL A
BHFAMEZZIRNBEREXEEMSHEENT S
MEBARN AEBEFRBEAFRENB AR EE
FA25% B FTiS B E o sl an T :

(a) FEESARZEREREPEERARYE
FREAFENHERESN HEETHB
BREASBEEXBGRECEENRAIEM
W—ERKERRR((ABARBEHEKD -
H £ 20224 M2021F12A31B L FE - K
ARAIRE S KB RR/KE R B ARE
BREWHRTE ZZ15%NEEMBHBER-
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

11. INCOME TAX EXPENSE (continued)

(b) In addition to the Western Region Development Policy, the
Company also qualifies as a “High-tech Enterprise” and enjoys
a 15% enterprise income tax rate during the years ended
31 December 2022 and 2021.

(c) 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
CIT preferential tax rates. Such PRC subsidiaries are entitled
to three years’ exemption from CIT followed by three years of
a 50% CIT reduction on relevant taxable income derived from
such new projects.

(d) Certain PRC subsidiaries use the resources stipulated in the
catalogue for comprehensive utilisation of resources project
qualified for CIT preferential tax rates enjoyed 10% deduction
of CIT.

Reconciliation of taxation

1. IMEHREHE)

(b) KRAEMARMBEBE  ARRAIRFTA [ K

MEEIER YRBE

2022 FF M 2021612

ABMBLEFEZRI15%HNEERMEHH X -

(c) HETHEMBEARERD LD
KEEREWEAREBREZXEEMS

AR
2

ERENARERRIEAR B P OFRE-
HEAEERILERREELENBHER
WA ZETFENBRARAEERER[=4
ZREINEEMSHBKES -

(d) f‘"#l‘ﬁ%”“?@‘;)ﬂ‘”ﬁ’fﬁ?%ﬁ%ﬁﬁ
GHEIHREXNEREFSNAIELR B &F
%Emﬂﬁﬁﬁﬁifﬁ%@ﬁm%ﬂw&)\?ﬁ?%

BREEREN-

Bt I 2 ¥ iR

2022

2022 £

RMB’000

AR¥TFx

Profit before tax A=l RIES 367,465
Income tax at applicable tax rate of 25% ZiE AR $25% (20214 : 25%)

(2021: 25%) FTERRE 91,866
Tax effect of non-deductible expenses TR R E & Fﬁ B TS B 3,839
Tax effect of preferential tax rates of the Company &2 7] & 8% M B 2 7 59

and certain subsidiaries BERXNBBEZE (50,756)
Tax effect of additional deduction allowance for B R REIN R E RS

research and development expenses o (271)
Tax effect of non-taxable income BARMIMA TG & (630)
Over-provision in respect of prior years NEFEBBEREE (3,035)
Tax effect of share of results of associates E R AR ERRD L

B R E 104
Tax effect of tax losses not recognised HABEROMEBEENREZE 741
Utilisation of tax losses previously not recognised FTHEMAERAMNBIEERE (1))
Temporary difference not recognised REREGR =5 2,100
Income tax expense iEfie R 43,330
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2021
20214
RMB’000
ARET T

396,693

99,173
272

(40,004)

(809)
(1,921)
(606)

259
953
(571)
396

57,142



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

£+-%

EHMBHRET SHMBHRERMWEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

12. DIRECTORS’ AND EMPLOYEES’ 12. EZRkEEME

EMOLUMENTS

(a) Directors’ and chief executives’ emoluments

Directors and chief executives’ emoluments for the years ended 31 % £2022%F K2021F12 AN AL FEESELES

December 2022 and 2021 are set out as follows:

Year ended 31 December 2022 # %2022 &

123 HLEEE
Executive directors HITEE
Mr. Zeng Feng (% ) g S
(Note (a)(vii)) (W # (a)(vii))
Mr. Chen Changyong (% & &)* EERAEY
Mr. Luo Yun (& E) BELE
(Note (a)(ii)) (W (a)(ii)
Non-executive directors FHITEE
Ms. Song Hong (F 41 ) RELLZL
Ms. Ren Na (£ 4) 2+
(Note (a)(i) (7 (a)i)
Ms. Yu Yanbo (% #E ) REHZL
(Note (a)(v)) (W (a)(v)
Mr. Zhang Yang (5% /%) RAEEE
(Note (a)(iii) (W 22 (a)ii))

Independent non-executive BUHANTEF
directors
Mr. Yin Xiaobing (F B ik) FBEKEE
(Note (a)(vi)) (H7 &2 (a)(vi)
Mr. Ong King Keung (£ 3 %) ERBEE4E
Ms. Zheng Dongyu (20 £ 1) BLpmut
Ms. Wang Dongfang (£ £ 75) FTHRAFx+

(Note (a)(iv)) (Kt (a)(iv))
Supervisors 2%
Mr. Na Zhigiang (7 % %) BEBREE
Mr. Yao Jianhua ( £k # #) hEELAE
Mr. Shao Wei (0 f%) mEEE

(a) EXZREsTBEAEME

THBRABFHMEIN LT :

Employer’s
contribution
Discretionary to benefit

Salaries bonus scheme Others Total

18 £ 1= 78 #
I% R &t 8 3 Hit & &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFRT ARETT AREFT AREFR
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

12. DIRECTORS’ AND EMPLOYEES’ 12. EEREEME (&)
EMOLUMENTS (continued)

(a) Directors’ and chief executives’ emoluments (a) EERESITBAEME (&)
(continued)

Employer’'s
contribution
Discretionary to benefit

Fees Salaries bonus scheme Others Total
EEREF

Hwe I% WEEA FTEIfRR Hity A%

RMB000 RMB000 RMB000 RMB’000 RMB000 RMB000
ARETT ARBETT ARETT ARETT ARETFTT ARETR

Year ended 31 December 2021 & %2021 4
12AMNBLEE

Executive directors HITEE
Mr. Zeng Feng (% ) TR g
(Note (a)(vii)) (W1 2 (a)(vii) = 73 = 3 20 9%
Ms. Guo Yumei (3 X 18) BEB/BRT
(Note (a)(viii)) (1 2 (a)viii)) - 171 - 70 68 309
Mr. Chen Changyong (RE B)* [REZ % 4£* - 666 - 60 67 793
Mr. Luo Yun (B 2) BEiAE - 535 - 63 67 665
Non-executive directors FHITEE
Ms. Song Hong (& 4T) RO+ - - - - - -
Ms. Ren Na (£ #) 2+ = = = = = =
Ms. Yu Yanbo (% 7 %) RERZT - - - - - -
Independent non-executive BUFHITEE
directors
Mr. Yin Xiaobing (F &2 7k ) FREK L& 150 - - - - 150
Mr. He Xifeng ({7 %) HEEE
(Note (a)(ix)) (72 (a)(ix)) 13 = = = = 13
Mr. Ong King Keung (F % %) THRELE
(Note (a)(xiii)) (H1 & (a)(xiii)) 28 - - - - 28
Mr. Johnson Wan (£ % %) EREEE
(Note (a)(xi)) (B (a)(xi) 192 - - - - 192
Ms. Zheng Dongyu (%5 £ 1) LES b
(Note (a)(xii)) (1 &% (a)(xii)) 80 - - - - 80
Supervisors EZ
Mr. Na Zhigiang (75 & %) BEBREE - 532 - 63 66 661
Mr. Yao Jianhua (k2 %) hEEfE - - - - - -
Mr. Shao Wei (7 &) WEEE = = = = = =
Chief executives BETHAE
Mr. Mei Yili (1§ 3 17 ) WA kL
(Note (a)(xiv) (H1 2 (a)(xiv)) - 162 - 63 66 291
Mr. Yang Yang (15 %) BHEE
(Note (a)(x)) (7% (a)(x)) = 345 = 9 10 364
463 2,484 - 331 364 3,642
i Mr. Chan Changyong is the chief executive officer. * REBAEBITHEE -
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12.

Note:

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

DIRECTORS’ AND EMPLOYEES
EMOLUMENTS (continued)

The remuneration in the above table is pre-tax remuneration. Salaries
include wages, bonuses and allowances, and employee benefits paid
by the employer; contributions to benefit scheme include basic pension
insurance and enterprise annuities paid by the employer; others include
housing contributions, medical insurance and other social insurance
paid by the employer.

Directors and chief executives’ emoluments for the years ended

31 December 2022 and 2021 are set out as follows:

(i)

(i)

(iii)

(iv)

(v)

(vi)

Ms. Ren Na resigned as non-executive Director of the
Company on 7 March 2023, her resignation will take effect on
the day when the new non-executive Director to replace her is
elected and appointed at the 2023 first extraordinary general
meeting to be convened by the Company.

The Board resolved to propose the removal of Mr. Luo Yun as
an executive Director and a deputy general manager of the
Company on 7 February 2023. The removal of Mr. Luo Yun as
a deputy general manager has been approved and agreed by
the Board with effect from 7 February 2023, and the proposed
removal of Mr. Luo Yun as an executive Director will become
effective from the date of approval by the shareholders of
the Company by way of an ordinary resolution at the first
extraordinary general meeting in 2023.

Mr. Zhang Yang was appointed as a non-executive Director of
the Company on 7 December 2022.

Ms. Wang Dongfang was appointed as an independent
non-executive Director of the Company on 7 December 2022.

Ms. Yu Yanbo ceased to serve as non-executive Director of the
Company on 7 December 2022.

Mr. Yin Xiaobing ceased to serve as an independent
non-executive Director of the Company on 7 December 2022.

12.

Bt i -

EEREEME(&E)

ERFWARAFH TEBEEINNIE
REMZH BIEMN: BMNFEHERCEREE
TRNEABZRBACEFS  HthBEREE
XNMERHKES BRERMEMHERER -

HE2022F K2021F 12 A31MB I FEEE L&D

THA

(i)

(iii)

(iv)

SHMEINWT

£ 4 2z £ W 20233 A7H & £ A& 2 a7 3F
HITEZ HBECKERAR2AKBRAT
20235 F—AEERBRRERASGEELREMR
BHFERTEETERER -

BEESLEEN2023F2A7THEHESTERFEE
ZEBRERTESRILCERT - 2B
HE L BEBEELCESTSERRELRN
2023F2RA7TEHRBREN MEZEKREZ L
EZRITESTBE B A A A 8 R EMN2023
FE-—ARBRREASLUERRER

AfEZ B AER-

RFEER202F12ATE R ZERER
AIIFMITES -

ITRATELLR2022F12ATRREZER A
AABIUFRTES -

F K L £ R2022F 12 A7TE A B EML K
NAEHRITES -

F K L A N2022F1287H T B ET A
NABIIENTES -

EREMKBERHARLT 2022 FEHE
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

12.

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

(xiv)

DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continued)

Mr. Zeng Feng was appointed as an executive director and the
chairperson of the Company on 16 September 2021.

Ms. Guo Yumei ceased to serve as an executive director and
the chairperson of the Company on 16 September 2021.

Mr. He Xifeng ceased to serve as an independent
non-executive Director of the Company on 18 June 2021.

Mr. Yang Yang resigned as a chief financial officer, secretary
to the Board and joint company secretary on 9 February 2021.

Mr. Johnson Wan ceased to serve as an independent
non-executive Director of the Company on 12 November 2021.

Ms. Zheng Dongyu was appointed as an independent
non-executive Director of the Company on 18 June 2021.

Mr. Ong King Keung was appointed as an independent
non-executive Director of the Company on 12 November 2021.

Mr. Mei Yili ceased to serve as the deputy general manager of
the Company on 12 November 2021.

12.

(vii)

(viii)

(ix)

(x)

(i)

(xii)

(xiii)

(xiv)

EXEREEME(E)

g A N2021F9OA16HEZ T A AR
RMITEE EF K-

EMHEZER2021F9A816B T HIEML K
AEIMITESE EF K-

fA] §5 8% % &£ 7202146 A18 B #£ T~ B & (T
KANBBULIERITES °

B 5 R ER2021F2 A9 B EM B A E
ExsewERBEWE-

ERZFHREN2021FIMANRREETIBAA
AETELIFRATES

B2 22 = R2021F6 A18B EZ X A K
NAIBYIERTES -

FHaEEN2021FE 11 B12BEEZE A K
NABIIENTES -

a3 R ER2021F11 H12B BT BT
AR B BEHE -
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

£+-%

CRULIECEE S

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2022 #,Z 20224 12H318 L F &

12. DIRECTORS’ AND EMPLOYEES”’
EMOLUMENTS (continued)

(a) Directors’ and chief executives’ emoluments (continued)

During the years ended 31 December 2022 and 2021, no director
received any emolument from the Group as an inducement to join,
upon joining the Group, leave the Group or as compensation for loss of
office.

(b) Directors’ and chief executives’ retirement benefits

3 out of 11 directors and chief executives (2021: 7 out of 14) enjoyed
retirement benefits by a defined benefit pension plan operated by the
Group.

(c) Directors’ and chief executives’ termination benefits
There are no directors’ termination benefits operated by the Group.

(d) Consideration provided to third parties for making

available directors’ and chief executives’ services

During the year ended 31 December 2022, no consideration was
provided to third parties for making available directors’ services (2021:
Nil).

(e) Information about loans, quasi-loans and other dealings
in favour of directors, bodies corporate controlled by or

entities connected with directors and chief executives

During the year ended 31 December 2022, there were no loans,
quasi-loans and other dealings in favour of directors, bodies corporate
controlled by or entities connected with directors (2021: Nil).

(f) Directors’ and chief executives’ material interests in

transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation to
the Group’s business to which the Company was a party and in which
a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the
year ended 31 December 2022 (2021: Nil).
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)
FOR THE YEAR ENDED 31 DECEMBER 2022 #; £2022F 12 A31H IFF &

13. DIVIDENDS 13. BE
2022 2021
2022 % 20214
RMB’000 RMB’000
AREFT AREBFL
(a) Final dividends for the year ended 31 December 2021 of  (a) & Z2021F 128318 It FE HRKF
RMBO.10 per share (tax inclusive) (2020: RMBO.12 R AR 0107t (& H)(2020 %
(tax inclusive)) (Notes (i)and (iii) ANEK0A27T (B H))(H i () & (iii)) 102,911 123,493
(b) Interim dividends for the six months ended 30 June 2022 of (b) & £202246 A308 1L/~ 1E A & ik
RMB Nil per share (tax inclusive) (for the six months ended HERARKZL(AR)(BZE20214F
30 June 2021: RMBO.05 (tax inclusive)) (Notes (ii)and (iv)) 6A30BEAEA: AR®0.05L(E
BO)) OO 22 (ii) % (iv)) 51,455
102,911 174,948
(c) Dividends not recognised at the end of the reporting period  (c) i 7 7 3k & Hi 7 i 22 &9 AR A
In addition to the above dividends, since year end the BRERKA EFSEEHIK2022
Board has recommended the payment of a final dividend FREBRARFIBRARKZL(ER)
of RMB Nil per share (tax inclusive) for 2022 (2021: (20215 : AR#0.100L(5 %)) °
RMB0.100 (tax inclusive)). 102,911

Notes:

(0]

(i)

(iii)

(iv)

As approved by the annual general meeting on 29 June 2022, the
Company declared a dividend of approximately RMB102,911,000 (tax
inclusive) in respect of the accumulated distributable profit as at 31
December 2021. The declaration of the dividend has been reflected
as an appropriation of accumulated profits during the year ended 31
December 2022. The dividends were paid out during the year ended 31
December 2022.

The Board did not recommend the payment of an interim dividend for
the six months ended 30 June 2022.

As approved by the annual general meeting on 18 June 2021, the
Company declared a dividend of approximately RMB123,493,000 (tax
inclusive) in respect of the accumulated distributable profit as at 31
December 2020. The declaration of the dividend has been reflected
as an appropriation of accumulated profits during the year ended 31
December 2021. The dividends were paid out during the year ended 31
December 2021.

As approved by the extraordinary general meeting on 12 November
2021, the Company declared an interim dividend of approximately
RMB51,455,000 (tax inclusive) in respect of the accumulated
distributable profit as at 30 June 2021. The declaration of the interim
dividends has been reflected as an appropriation of accumulated profits
during the six months ended 30 June 2021. The interim dividends were
paid out during the year ended 31 December 2021.

B it

(0]

(it)

(iii)

(iv)
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ GHMBHRET SHMBRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

14. EARNINGS PER SHARE 14. Sk HE

Basic earnings per share are calculated by dividing the profit EAGRWSZRERBR AR REZRENFH -
attributable to equity holders of the Company by the weighted average MU FRNE BT ERBBEOMNEFHEBEFE -
number of ordinary shares in issue during the year:

2021
20214
Profit attributable to equity holders of the Company 5@ @R AR Bl # A AN HE
(RMB’000) (AR Fr) 322,250 338,278
Weighted average number of ordinary shares in B 817 & i R 5 004 19 2
issue (thousand) (Fat) 1,029,111 1,029,111
Basic earnings per share (RMB) EARERK=E(AKET) 0.31 0.33

The diluted earnings per share are same as the basic earnings per £ & £2022F k2021 F12 AN B IEFERNTFE
share as there was no dilutive potential share during the years ended EEBEREFBR S HEBEER KB A AT RK

31 December 2022 and 2021. A A e
15. INVESTMENT PROPERTIES 15. BREWE
2022 2021
2022 20214
RMB’000 RMB’000
AR¥TFTx AR®TFT
At fair value BAfEE
At the beginning of the reporting period R SRR 276,377 273,755
Change in fair value AREBEZD 1,085 2,622
At the end of the reporting period 7R E B R 277,462 276,377

All the Group’s property interests held under operating leases to earn AEB ABREHE S IEEREEREMBELE
rental or for capital appreciation purposes are measured usingthe MEFANMEVEEZLHERAAABEEL #
fair value model and are classified and accounted for as investment T:t & WHREAREMEAFE - KBEAWEMA S
properties. The investment properties are situated in the PRC and are WRIEFBHEERFE -

held under a medium-term lease.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

15. INVESTMENT PROPERTIES (continued)

The Group measures its investment properties at fair value. The
investment properties were revalued by independent qualified
valuers, who hold recognised relevant professional qualification and
have experience in the valuations of locations and segments of the
investment properties. For all investment properties, their current use
equates to the highest and best use.

The Group’s finance department includes a team that review the
valuation performed by the independent valuers for financial reporting
purposes. This team reports directly to the senior management and the
Audit Committee.

At each financial period end, the finance department verifies all
major inputs to the independent valuation reports; assesses property
valuation movements when compared to the prior year valuation
reports; and holds discussions with the independent valuers.

The fair value of investment properties is generally derived using the
income capitalisation method and wherever appropriate, by direct
comparison method.

Income capitalisation method is based on capitalisation of the net
income and reversionary income potential by adopting appropriate
capitalisation rates, which are derived from analysis of sale
transactions and valuers’ interpretation of prevailing investor
requirements or expectations. The prevailing market rents adopted
in the valuation have reference to recent lettings, within the subject
properties and other comparable properties.

15. REWE(E)

AEEBEAABEABEREYE - REVER
FEHNERAIEXRERINGEREYEN LI
REHTEEAERNBYISERMGEMER -
HEREREME HBMNBZESERRNES R
REME-

AEBEWBEBRE-—ENEEERHATBERE T
BB EEMAELRE LN EEERSRER
BRBEFZEGER-

EEMHBRAR BHEIEXEBIHEREN
FEXZRASE FAEDEGERLEFEMRE
WEMES: WEBTAEMETTR -

BREMELRABE-—RABAERLEREE KL
EOE(ERB T -

WABREEDERBEBRBBEENE R X
1B WARERWAE DT IAERL &R
ENBBHHEERZND T R ER DT E KR
BEMERSAPEMSH - AEEEFRAOIRT
MEASDREZFVEREGITLBRYENE
HEBBERETE -
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+=-%

EHMBHEE

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

15. INVESTMENT PROPERTIES (continued)
Valuation techniques (continued)

Direct comparison method is based on comparing the property to be
valued directly with other comparable properties, which have recently
transacted. However, given the heterogeneous nature of real estate
properties, appropriate adjustments are usually required to allow
for any qualitative differences that may affect the price likely to be
achieved by the property under consideration.

At 31 December 2022 and 2021, all investment properties were
included in level 3 in the fair value hierarchy.

There were no transfers among the fair value hierarchy during the
year.

Information about fair value measurements using significant
unobservable inputs:

15. REMWE(HE)
fis 18 #5 5 (4%)

BERLBERGBEZDEREGAELRALH
EXBZMEERFELHER AT ZEIEHE
MEAE fRERBEREEECMNEEEZRY
MEBRZZEMELEE FE -

R20224 20214612 H31R - MEKENECD &R
ADRBEERE =M -

Hy

NARBEE R 2 F L SR

EMEREASEBERARBETAABAEN
S0EH -

Range of significant unobservable inputs

EXEEBERABRZER
2022 Prevailing market rent Capitalisation
R EE T Valuation techniques per month Adjusted unit price rate
VRFALEE IR ROmEAE BAEER ERLE
RMB’000
ARETT
Investment properties
REWE
Entire buildings No. 1, No. 2 and No.3 KPHILIES  Income capitalisation RMB32.6 to RMB35.4 N/A 6%
(including basement) of the Kunming per square meter
No. 2 Water Purification Plant
EPREKERLEIR 2% R3% WAEAL BYFAAREIR6TE TEm 6%
BENMER(ZHTE) ARHE354T
Six management buildings of the Income capitalisation RMB32.6 to RMB35.4 N/A 6%
Kunming No. 3 Water Purification Plant per square meter
EPE-KERCRABERR RAEAL BYHRARBR6TE FER 6%
AR%354T
Two pieces of lands located at Direct comparison N/A RMB338 to RMB341 N/A
the Paper Making Industry Base in per square meter
Dayao Town, Liuyang City (Note)
fIRBBTARBRER T RELD EELE TER  BYHRAREIBLE TER
% (0 i) ARB3MT

277,462
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

15. INVESTMENT PROPERTIES (continued)

Valuation techniques (continued)

2021
Fair value
W1NFERNEME
RMB'000
ARBFT
Investment properties
RENE
Entire buildings No. 1, No. 2 and 251,594

No.3 (including basement) of the
Kunming No. 2 Water Purification Plant
EREKERCEIR 2% R3%
EENER(ZHTE)
Six management buildings of the Kunming 11,531
No. 3 Water Purification Plant
ERE-KERLE EERE

Two pieces of lands located at the 13,252
Paper Making Industry Base in
Dayao Town, Liuyang City
fREBTARBER T RELN
ML

Valuation techniques

fhE s

Income capitalisation

LN VN4

Income capitalisation

LN VN4

Income capitalisation

LN VN4

15. REWE(E)

1t 18 ¥ #y (48

Range of significant unobservable inputs

EXAEEBERNRRZHE
Prevailing market rent
per month Adjusted unit price
ROmEAE BRHEER
RMB39.30 to N/A
RMB42.67
per square meter
BERAARESI0TE TER
ARH42677
RMB39.30 to RMB42.67 N/A
per square meter
BERAARESI0TE TER
ARH42677
RMB2.47 to 2.60 N/A

per square meter

BERAKARK24TT
EARH2607T

TEH

Capitalisation
rate

A%

6.77%

6.77%

6.77%

6.77%

8.19%

8.19%

276,377

Note:  There were changes to the valuation technique during the year from  ffi: AFEEMNHEERMHE KA BN EN B EE LK

income capitalisation method to direct comparison method because
the market for comparable properties was inactive and there was no
relevant comparable transaction last year. The directors of the Company

consider that such changes would be more effectively reflect the fair

value of the Group’s investment properties.
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

15. INVESTMENT PROPERTIES (continued)

Prevailing market rents are estimated based on independent valuers’
view of recent lettings, within the subject properties and other
comparable properties. The higher the rents, the higher the fair value.

Adjusted unit prices are estimated by independent valuers based on
sales transactions of comparable properties available in the market.
The higher the selling price of comparable properties, the higher the
fair value.

Capitalisation rates are estimated by independent valuers based on the
risk profile of the properties being valued and the market conditions.
The lower the rates, the higher the fair value.

The investment properties are leased to tenants on a non-cancellable
term of 1 year to 10 years (2021: 5 years to 8 years). The leases
do not contain any renewal option. Monthly rental charges are fixed
payments, none of the leases includes variable lease payments. The
tenants also bear the management fees and amounts charged by the
government such as the Goods and Services Tax levied on the Group.

The details of the lease income from operating leases are set out in
Note 7 to the consolidated financial statements.
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

g+

EHMBHRE

& O B %5 3 3% Bf 5 (48D

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

16. RIGHT-OF-USE ASSETS/LAND USE RIGHTS

The Group’s right-of-use assets represents (i) the prepaid lease

payments for land located in the PRC, and (ii) leased office premises

located in Hong Kong.

16. EHBEE TiERE

AEEWNEREEES  (VWRXHEN AN
HEMK: ARMEREENEERQIE -

Right-of-use assets

EHEEE
Land use Leased
rights properties Total
T it 5 PR HEWE i
RMB’000 RMB’000 RMB’000
ARBEFT AR®FrT AREFT
Reconciliation of carrying amount FREEHR
- year ended 31 December 2021 —HZ2021E12A31ALEE
At the beginning of the reporting period & B ) 435,399 1,626 437,025
Additions 3N - 2,516 2,516
Termination &k = (3,305) (3,305)
Depreciation e (10,454) (837) (11,291)
At the end of the reporting period 1 ¥ 5 B R 424,945 = 424,945
Reconciliation of carrying amount FREMEYR

- year ended 31 December 2022

—HZ2022F12A31HLEE

424,945 424,945

(13,491) (13,491)

At the beginning of the reporting period KR E B
Depreciation e
At the end of the reporting period iNESER:T N

411,454 411,454

At 31 December 2021

®2021£12A31H

Cost B AR 519,438 = 519,438
Accumulated depreciation BitiE (94,493) = (94,493)
424,945 = 424,945

At 31 December 2022

"20224%12A31H

519,438 519,438
(107,984)

(107,984)

411,454 411,454

Cost B A

Accumulated depreciation REHME

(a) The Group has no leased office premises at 31 December 2022
and 2021.

(b) The Group has not incurred any expenses relating to short-term

leases or low-value assets.

(c) The total cash outflow for leases for the year ended 31
December 2022 was RMB Nil (2021: RMB410,000).

(@) 20224 R20214 128318 - & &£ @ 1 &
HERQHH-

by AEBHTEELAEMNEEHEERKREE
BERBNRAX -

() REZE202F12A3MBALFE HENR
EREBBR/ARBETT(2021F : AR
410,0007T) °
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

17. PROPERTY, PLANT AND EQUIPMENT 17. AHE - IHBER

Machinery Office and

Buildings and and electronic Motor  Construction
facilities equipment equipment vehicles in progress Total
RARME
BFEREE BIERRE RETRHE 5§ ERIR G
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBFT AREFT AREFT ARETT ARETT ARETR

Year ended 31 December Hz201%

2021 12AMBLEE
At the beginning of the & B

reporting period 1,823,021 688,203 54,902 10,618 263,954 2,840,698
Additions m 1,463 11,171 7,137 1,235 36,071 57,677
Transfer [ZUN 54,527 4,436 18,122 - (77,085) -
Disposals BE - (181) (515) (156) (21,863) (22,715)
Depreciation e (108,927) (106,142) (20,079) (3,422) - (238,570)
Atthe end of the reporting period 5 & 2 1,770,084 597487 60,167 8,275 201077 2,637,090
At 31 December 2021 ®2021512H31H
Cost X A 2,582,071 1,512,497 168,940 42,463 201,077 4,507,048
Accumulated depreciation LT E (811,987) (915,010) (108,773) (34,188) - (1,869,958)
Net book value REFE 1,770,084 597,487 60,167 8,275 201,077 2,637,090

Year ended 31 December 2022 & % 20224

123N HLEEE

At the beginning of the reporting ¥ & 5 4]

period 1,770,084 597,487 60,167 8,275 201,077 2,637,090
Additions Zm 194,314 28,666 4,656 20,504 104,106 352,246
Transfer [ZUN 3,827 4,562 - 37 (8,426) -
Disposals EE (23,820) (163) (14,606) (7,216) (22,725) (68,530)
Disposal of a subsidiary HE—RHRBARF

(Note 40) (H#40) (485) (560) (426) 7 (4,399) (5,919)
Depreciation e (106,395) (74,674) (13,252) (3,916) = (198,237)
At the end of the reporting period & % Hi & 1,837,525 555,318 36,539 17,635 269,633 2,716,650
At 31 December 2022 %2022%12A31H
Cost X A 2,778,458 1,505,458 137,594 36,405 269,633 4,727,548
Accumulated depreciation LT E (940,933) (950,140) (101,055) (18,770) - (2,010,898)
Net book value REFE 1,837,525 555,318 36,539 17,635 269,633 2,716,650
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Co
ET2F GHUBERXR SHUMBHRRMEGE

ntinued)

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

17. PROPERTY, PLANT AND EQUIPMENT 17.
(continued)

Notes: b aE -

(a) The net book value of property, plant and equipment pledged as (a)
collateral for the Group’s borrowings as at the end of the reporting
period were as follows:

TH9E-IBEREGE)

EAAKEERERERDNTHE  THER
BERSHRANEEFENT

2022 2021

2022 £ 20214
RMB’000 RMB’000
ARBF T ARBFT

351,163 324,140
357,567 431,044
7,275 =
211 -

716,216 755,184

Buildings and facilities BFRREIE
Machinery and equipment 28 & 5%
Office and electronic equipment WARERETHRE
Motor vehicles B
(b) Depreciation of property, plant and equipment has been charged to the (b)
consolidated statement of profit or loss and other comprehensive income
as follows:
Cost of sales 8 & B A
Administrative expense THEA

THE ITBRNMRXENFTERAHBREREMGE
ERERZH O -

2022 2021

2022 % 20214
RMB’000 RMB’000
ARETFT ARETTT

186,784 226,971
11,453 11,599

198,237 238,570

(c) As at 31 December 2022, the Group is still in the process of applying (c)
for the building ownership certificates of certain of its buildings and
the aggregated carrying amounts of these buildings amounted to
approximately RMB131,964,000 (2021: approximately RMB24,625,000).

(d) During the year ended 31 December 2022, the Group has capitalised (d)
borrowing costs amounting to approximately RMB31,064,000 (2021:
approximately RMB6,017,000) on qualifying assets. Borrowing costs
were capitalised at the weighted average rate of its general borrowings
of 4.05% p.a. during the year ended 31 December 2022 (2021: 5.34%

p.a.).
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

18. RECEIVABLES UNDER SERVICE
CONCESSION ARRANGEMENTS

The Group has entered into certain arrangements with governmental
authorities in the PRC under TOT or BOT models in respect of its
wastewater treatment and water supply and other services (the
“Facilities”). These service concession arrangements generally
involve the Group as an operator (i) paying a specific amount for
those arrangements under TOT models; (ii) constructing the Facilities
for those arrangements under BOT models; and (iii) operating and
maintaining the Facilities at a specified level of serviceability on
behalf of the relevant governmental authorities for the periods from
18 to 30 years (the “Service Concession Periods”), and the Group
will be paid for its services over the Service Concession Periods at
prices stipulated through a pricing mechanism. The Group is generally
entitled to use all the property, plant and equipment of the Facilities,
however, the relevant governmental authorities as grantors will control
and regulate the scope of service that the Group must provide with the
Facilities, and retain the beneficial entitlement to any residual interest
in the Facilities at the end of the term of the Service Concession
Periods. Each of these service concession arrangements is governed
by a contract and, where applicable, supplementary agreements
entered into between the Group and the relevant governmental
authorities in the PRC that set out, inter alia, performance standards,
mechanisms for adjusting prices for the services rendered by the
Group, specific obligations levied on the Group to restore the
Facilities to a specified level of serviceability at the end of the Service
Concession Periods and arrangements for arbitrating disputes.

The effective interest rate fell within the range from 4.05% p.a. to 9.23%
p.a. (2021: 5.10% p.a. to 9.23% p.a.).
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ENERKBRBEE AEEBRTAELMERE
RN TEE THERE BERRTHWIER
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+ZF GHUEBER=R

& O B %5 3 3% Bf 5 (48D

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

18. RECEIVABLES UNDER SERVICE
CONCESSION ARRANGEMENTS (continued)

Summarised information of the financial assets component (receivables
under service concession arrangements) with respect to the Group’s
service concession arrangements is as follows.

18. HFHAKEHBBATHERREE)

RAEBENRFLCERBEMNS  EREESH(F
MARERHBAETHNERERB)NERESNOT -

2022 2021
2022 £ 20214
RMB’000 RMB’000
ARBT T AR TFor
Receivables under service concession HHKEEBZE THERMRIE
arrangements
Current portion: mEE D
Receivables under service concession FRFE R TR E KR E
arrangements 5,495
Loss allowance BB & (32)
5,463
Non-current portion: ERmEB S :
Receivables under service concession BT EEHE T EKkxE
arrangements 2,600,616 2,761,353
Loss allowance E BB (54,195) (29,002)
2,546,421 2,732,351
2,590,549 2,737,814

As at 31 December 2022 and 2021, the carrying amounts of
receivables under services concession arrangements are principally
denominated in RMB.

The receivables under service concession arrangements, in which
the Group has an unconditional right to receive cash were mainly due
from governmental authorities and quasi-government organisations
in the PRC, as grantors in respect of the Group’s service concession
arrangements.

Information regarding the Group's credit policy are set out in Note
3.1(b).

20224 %2021 512 A31H ALK EEHBZET
MEKFRENEEEEIZEAARKE-

FAREEDE TNRBERBREIESBERHDBERK
FRaEPI R ER A (R EESFRERBZENR
TIHMFRE ERAKEA EGHERDE SO #
A o

EAASEEEEBRMNER#NKES3.1() -
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FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

19. AMOUNTS DUE FROM CUSTOMERS FOR 19. EWEFEBESR X
CONSTRUCTION CONTRACTS

The amounts due from customers for construction contracts represent EWREFEZEARAARERBTAR THAEHNEE
contract assets under BT arrangements:

2022 2021
2022 % 20214
RMB’000 RMB’000
AR FT ARETTT

Current portion: B &
Amounts due from customers for construction EREFEESRK
contracts 23,340
Loss allowance SRR (555)
22,785
Non-current portion: ERBE D ¢
Amounts due from customers for construction BREFEEARK
contracts 689,505 580,496
Loss allowance BB E (13,790) (20,782)
675,715 559,714
711,317 582,499

As at 31 December 2022 and 2021, the carrying amounts of 220224 20214 12A31 0 W EFZEAR
amounts due from customer for construction contracts are principally FHEEEETZAAREE -
denominated in RMB.

Information regarding the Group's credit policy are set out in Note AR AEBEEZERENERFHNMHE3.1(b) -
3.1(b).
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E+ZF GHUEBER=R

& O B %5 3 3% Bf 5 (48D

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

20. CONTRACT ASSETS

200 SHEE

2022 2021
2022 20214
RMB’000 RMB’000
AR¥T T AREFr

Non-current portion: ERBNEL D ¢
Wastewater treatment construction business EKREEREL 109,121 70,859
Water supply construction business KR EERER - 6,193
Other construction business Ha R ERER - 172,773
109,121 249,825

Note:

Contract assets relating to concession agreements for wastewater treatment,
water supply and other construction services under BOT arrangements, which
are not yet collectible from the customer until the construction of new wastewater
treatment, water supply and other infrastructure or upgrade services are
completed.

As a result, a contract asset is recognised over the period in which the
construction of new wastewater treatment, water supply and other infrastructure
or upgrade services are performed to represent the entity’s right to consideration
for the services transferred to date. The carrying amount of approximately
RMB109,121,000 (2021: RMB249,825,000) will be reclassified as receivables
under concession agreements or intangible assets after completion of
construction of new wastewater treatment, water supply and other infrastructure
or upgrade services.

As at 31 December 2022 and 2021, the carrying amounts of contract
assets are principally denominated in RMB.

Information regarding the Group's credit policy are set out in Note
3.1(b).

B &t

RHISKEE KEREE HOERRZRAAERE T
B2 Bl BPBBOTIH & TI5/KEIE  REARIE - KAt
BERRGBEBEARBELFEZIENEE N R HN -

At 60N EERETH SKERE K#EHEE H
MEZREIXARBREZHEABRR URKEBY
KRESEPEEBRBIARBZEFN - FEAEHNARE
109,121,000 (20214 : A R # 249,825,000 7T ) #& 1 #7175 7K
BE - -KEEEE HMOEZERIIAARRBF KB EN
PHEABTEEREBETHNERREREREE -

R20224F K2021F 128318 AW EEME®EE
FEUARESE-

ERARBEERENEMFNHFES (D)
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FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

21. INTANGIBLE ASSETS 21, BEREE

Computer Operating
software concession Total
TEREE SIS ERE & &t
RMB’000 RMB’000 RMB’000
ARETT ARBEFT ARETFT

Year ended 31 December 2021 BZ2021512A31MBLEE

At the beginning of the reporting period WwEE 9,592 319,697 329,289

Additions 30 1,847 - 1,847

Amortisation # 5 (3,167) (14,475) (17,642)
At the end of the reporting period s HEKR 8,272 305,222 313,494

At 31 December 2021 72021%12A31H

Cost X AN 36,065 344,720 380,785

Accumulated amortisation 3 (27,793) (39,498) (67,291)
Net book value BREFE 8,272 305,222 313,494

Year ended 31 December 2022 B E20224512A831HIL 5 E

At the beginning of the reporting period wmE Y 8,272 305,222 313,494

Additions 30 2,947 252,825 255,772

Disposal of a subsidiary (Note 40) & — KB A 7 (fY i 40) - (1,894) (1,894)
Amortisation 5 54 (3,343) (16,849) (20,192)
At the end of the reporting period s R 7,876 539,304 547,180

At 31 December 2022 #2022%12A31H

Cost (DN 35,974 615,458 651,432

Accumulated amortisation REtE (28,098) (76,154) (104,252)
Net book value BREFE 7,876 539,304 547,180
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ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

21. INTANGIBLE ASSETS (continued) 21. EREEE)

Amortisation of intangible assets has been charged to the consolidated #FEAE#ENAHEZLEMb2EAKFIRF X

statement of profit or loss and other comprehensive income as follows: SHAN T -
2022 2021
2022 £ 2021 4F
RMB’000 RMB’000
ARETT ARBFT
Cost of sales $H & B AN 19,111 16,322
Administrative expense THEA 1,081 1,320

20,192 17,642
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FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

22. INVESTMENTS IN ASSOCIATES

Investments accounted for using the equity method refer to the

associates held by the Group and the Company, a movement of which

is set out as follows:

22. BHERE

BRESAFENREZSEHAKRENARARFE
MEBEKRE  EEHHINWOT :

2022 2021
2022 £ 20214
RMB’000 RMB’000
AR¥TTx AREFT
Unlisted shares 3 i Bg 9
Share of net assets FEEMNH 2,760 3,451
Goodwill 2 9,342 9,342
Less: Provision of impairment R B R (5,576) =
At the end of the reporting period iwE R 6,526 12,793
Fair value of investments BEZNALEE
At the end of the reporting period, all of the Group’s associates are KM EMR AEEMABME QR RAH RLE QA

private companies and there was no quoted market price available for

the investments.
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FOR THE YEAR ENDED 31 DECEMBER 2022 %,

22. INVESTMENTS IN ASSOCIATES (continued)

Yunnan Dianchi Information Construction Management Co., Ltd.*
(“Dianchi Information”) (ZEMEMEEEZXEEBFR A A) is
mainly engaged in the construction of reclaimed water pipelines,
communication pipelines and municipal projects located in Yunnan
Province, which enables the Company to participate in construction of
wastewater treatment related projects.

Kunming Zaojing Quanxiang Biological Technology Co., Ltd.*
REEYRZABR R G is mainly

engaged in the cultivation, subsequent reprocessing and sale of

(“Kunming Zaojing”) (& B3 %

primary and finished products of haematococcus pluvialis in Yunnan.
The astaxanthin contained in haematococcus pluvialis is a raw material
for health products and cosmetics.

Yunnan Dianchi Jiajing Environmental Technology Co., Ltd.
Jiajing ) (E M EM = FEREREME AL

construction and operation of rural wastewater treatment facilities in

* (“Dianchi
A 7)) undertakes the
Yunnan Province, and has undertaken and completed the “Xishan
District Rural Wastewater Treatment Facilities Construction Project”.

Summarised financial information of the associates of the Group is set
out below, which represents amounts shown in the associates’ financial
statements prepared in accordance with IFRSs and adjusted by the
Group for equity accounting purposes including any differences in
accounting policies and fair value adjustments.

*

For identification purpose only

*OERES

Z2022F12A3M B IEFE

22, Hiek&EE)

TEAEMELER
ERBMNRER
ETIRREH
BE®&e

2REBFERAATEBERD X
ENBEKEE BREEE MWK
ASARRZ2EFKEREBNT

EREHRELEDHRBERAAEAZEH# =
ENEENRENEARERE REBNI  HH
MBEMRERGNHEHE RELAKERNBSH
BEERERER AR RME -

EHESNRFRARBEARQAATEBLERDR
EHAAEENSKERSEERETSEYL
RIEAABE W T T (I E RS KERREER
Tl

AEEBERANBENBERBR T KX
i 2 N F) IR R B IR B TS R S B R H‘JEM‘%?&%’%
TR EE TEAEESER S B O ELS

RETBRELAREE#ABNEMER-
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¥+ GHMBHRET SHMBRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

22. INVESTMENTS IN ASSOCIATES (continued) 22. HEREE)

§

Financial information of associates (continued) ENRZHMBERE)

Details of the associates at the end of the reporting period are as & KRB 2 R A WFEBWOT -
follows.

Proportion of
ownership interest

held by the Group
AEEHBFH
Fi A & # 25 bk
Country/place and date of
Name of entities establishment Paid-up capital 2021 Principal activities
ARAIMER
BEREH e R A S BHER 20214 TEEH
RMB’000
AREFT
Dianchi Information PRC, Kunming 2,500 40% Construction of
14 May 2012 communication pipeline
EBIE R B R 2,500 40% BEEBMHER
2012557148
Dianchi Jiajing PRC, Kunming 11,600 40% Research and promotion of
13 April 2012 environment technology
Eo = E HE R 11,600 40% IRIE R A BR B A HE B

201254 A13 A

Kunming Zaojing PRC, Kunming 8,000 35% Research and development
12 August 2010 of biological products
BRIt mE BH 8,000 35% AW BLm H R 8

2010 58 A12 A
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FOR THE YEAR ENDED 31 DECEMBER 2022 &, Z2022512H31 8 [EF &

22. INVESTMENTS IN ASSOCIATES (continued) 22, BEREE)

Financial information of associates (continued) BENARZHMBENGE)

AN EER2022 % 2021F12 A3 BT EE KB E A
Al - BERNASEENBE  ARBEREVBERDOT

The Group has no material associates as at 31 December 2022 and
2021. The key financial information of the associates attributable to the
Group are as follows:

Year Assets Liabilities Revenue Loss Net assets

EE BE & & ' ON BB BEE

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBEFT ARKETT AREKFT AREFT ARETFT

2022 20224 (691) 2,760

2021 2021 4F 4,601 1,150 279 (1,728) 3,451
The Group has not recognised the share of loss of one of the HREFR —HELZAAEZERET WAEH
associates for the period as its interest in this associate has been REATERRHEEEEE HEERRBERET
reduced to zero and its recognition is limited to zero. The unrecognised M F N & & 2 & (h E5 18 & #l & & 122022 F 12 A 31

share of loss for the year and accumulated share of losses up to
and as at 31 December 2022 are approximately RMB42,000 and
RMB1,029,000 respectively (2021: share of profit and accumulated
losses of approximately RMB120,000 and RMB987,000 respectively).

Impairment of investment in Kunming Zaojing

As at 31 December 2022, in view of the continuous unsatisfactory

BHEEZRAEED B AHARE4L4,0007T R A
F2 #1,029,000 7L (2021 4F : B AIB R 2 HEH
Bl & # A R # 120,000 7T K A R #987,0007T) °

REREHFNKRERE

MR2022F 128318 ZE R EREHNEEEE

results of Kunming Zaojing, the management of the Group carried 18 - AN & B & 12 [E 8 8 b B H 7] g B ¢ 58 B2
out a review on impairment of the carrying amount of the Group’s HKHE YAEEREREANKENKREDEE

investment in Kunming Zaojing by comparing its recoverable amount
with its carrying amount.

The recoverable amount is determined using value in use calculation.
In determining the value in use of Kunming Zaojing, the management
of the Group estimated the Group's share of the present value of the
estimated future cash flows expected to be generated by Kunming
Zaojing and applied a pre-tax discount rate of 11.92%. Based on the
result of the review, the recoverable amount of the Group’s investment
in Kunming Zaojing is estimated to be lower than its carrying amount
and, accordingly, an impairment loss of approximately RMB5,576,000
(2021: Nil) is recognised in profit or loss during the year ended 31
December 2022.

TRERSE -

TH&@%%E%WWHFEJZ*%E REEE WS
RHANFTREER ASFEEEEKXBE11.92%H
MAMERGHAAEEDENERZHERBE
ERHFARARRETRRAE - BREBEEER A5H
REREZEHORENTREBSBEHTEREERD
B At REE2022412A8318 It FE &£ 8%
PR SRR (B 1B K ) A R #65,576,00070 (20214F « ) o
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F+"E AHMBHRER SHBMBHRRERMNEGE)
FOR THE YEAR ENDED 31 DECEMBER 2022 #;Z2022F 12831 B It FE
23. DEFERRED TAX ASSETS AND LIABILITIES 23. EEBRESEMERE
2022 2021
2022 20214
RMB’000 RMB’000
AR#T T AREFr
Deferred tax assets BEEMREEE 81,028 84,490
Deferred tax liabilities BEFIEE & 51,903 86,492

Movements in deferred tax assets and liabilities during the year ended
31 December 2022, without taking into consideration the offsetting of
balance within the same tax jurisdiction, are as follows:

EHE2022F 128318 I FEHBMELEHRIEE
ENMBECREEELEHBAER —HFERIEKH)
BB

Depreciation

and
amortisation
differences
Tax arising Change in
losses from the fair value of
carried revaluation financial
forwmard  Government results liabilities
(Note a) grants (Note b) Impairment at FVPL Total
BEAREE
EfRHR AANEHEN
HEN EEHAE EHEREN
HEEAR MBHEER NAEE
Deferred tax assets BEEREEE (Hiita) R 4 B (H&#b) B #5 A&
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ABBFT ARETT ARETT AREFT AREFT ARETT
At 1 January 2021 R202151A1H 5,947 37,031 4,668 13,268 12,692 73,606
Recognised in profit or loss RB&RAER
(Note 11) (Hiez11) (617) (432) (413) 9,818 2,528 10,884
At 31 December 2021 and ®20214512A31H
1 January 2022 R202251R1H 5,330 36,599 4,255 23,086 15,220 84,490
Arising from disposal of a HE—HMHBAA
subsidiary (Note 40) FEE (N 740) - - - (40) = (40)
Recognised in profit or loss REE T #R
(Note 11) (Biat11) (2,751) (2,123) (413) 17,085 (15,220)

At 31 December 2022 2022512 A31H

2,579

34,476
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

23. DEFERRED TAX ASSETS AND LIABILITIES 23.
(continued)

(a) Deferred tax assets are recognised for tax losses carried (a)
forward to the extent that realisation of related tax benefits
through future taxable profits is probable. Carrying forward
of these tax losses will expire, if unused, in the years ending
31 December 2023 to 31 December 2027.

As at 31 December 2022, the Group has cumulative tax
losses of approximately RMB25,843,000 (2021: approximately
RMB29,765,000). Of which, the Group has recognised
deferred tax assets in respect of these tax losses to the
extent of approximately RMB20,127,000 (2021: approximately
RMB22,380,000). The Group has not recognised deferred tax
assets in respect of the remaining tax losses of approximately
RMB5,716,000 (2021: approximately RMB7,385,000) due to the
unpredictability of future profit streams, which will be expired
within 5 years.

(b) Certain wastewater treatment facilities and land use rights were  (b)
recorded at the carrying amounts from KDI’s perspective in the
consolidated financial statements, which are different from tax
bases of these assets. The deferred income tax assets arising
from such differences were initially recognised as a credit to

reserve.
Except for the amounts recognised and disclosed above, the Group bR B

does not have any other material temporary differences at the end of  Hj K I
the reporting period.

274 2022 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

EEBEEEMEEE)

HURBEBEEERNEECHBEE £X
RRAIGEEEERRBABIMER ARG
FaEl AR SR BEERENEE o
KEM - BN E E2023F12 8318 £2027
F12A3MBILEFEERH-

MR2022F12A31H A& E M 25 B
Bk AH AR E25843,0007T (20214 : 4
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# A R #20,127,00070 (20214 : #5 A R ¥
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ GHMBHRET SHMBRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

23. DEFERRED TAX ASSETS AND LIABILITIES 23. EEZEBIESEMAE(E)

(continued)
Fair value Differences
adjustment arising from Change in
arising from service fair value of
acquisition of concession investment
subsidiaries receivables properties Total
BB AR HAgER
EEH BRRELEH REWE
Deferred tax liabilities EEREEE NAEERE 2R QMLEEEF Eh
RMB’000 RMB’000 RMB000 RMB’000
AEBFT AEEFT AEEFT AEBFTL
At 1 January 2021 R20215£1A1H 47,968 27,554 6,724 82,246
Recognised in profit or loss (Note 11) RE&EFRBRAM Z11) (1,966) 5,741 471 4,246
At 31 December 2021 and 1 January 2022 R2021£12A31B & 46,002 33,295 7,195 86,492
202251 RA1H
Arising from disposal of a subsidiary (Note 40) & — K B AR FE £ = (2,090) = (2,090)
(K it40)
Recognised in profit or loss (Note 11) REGRPRAMFE11) (1,672) (31,045) (32,499)
At 31 December 2022 %2022412A31H 44,330 160 51,903
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F+F GHMBEER SHMBBRMNEE)
FOR THE YEAR ENDED 31 DECEMBER 2022 #; £2022F 12 A31H IFF &
24. INVENTORIES 24, H#H
2022 2021
2022 20214
RMB’000 RMB’000

AR T ARBF T

Materials for wastewater treatment and water supply 5 7K & 32 & 7K # 45 IR 7§ 89 #1 £t

services 6,810
Coal R 7,416
Spare parts T4 2,369

16,595

The cost of inventories recognised as cost of sales amounted to  &#; £2022F 12 A31H IFEE - FER AT & EH A
approximately RMB261,338,000, for the year ended 31 December 44 & i 7N ) & %8 49 A R ¥ 261,338,000 7T (2021 4F :
2022 (2021: approximately RMB92,588,000). #) A K #92,588,000 7T) °

25. FINANCIAL LIABILITIES AT FVPL 25. BERAREBERFANEBEZHNEMARE

2022 2021

2022 20214
RMB’000 RMB’000
AR #® T AR T T

Derivatives not designated as hedging instruments & 31§ A% H T AH (Note)
— Cross Currency swap (“CCS”) MEIBRE-ZX (Kt &)
EREA(IZ X &M
=H1) 110,450

Note: The maturities of the derivatives are in March 2022. The objective ~ A/7t © #T4 T A& E 8 A 520223 A - A KB 7 %

of these derivatives entered into by the Group is to mitigate the ENMETANBMZRERTIEEREMELEN
currency exposures arising from the bank borrowings denominated E¥ER TERRETEZMAZNMER A
in foreign currency incepted principally for funding the operations of BEERHES - NBE2022F12A31H EFE -
the subsidiaries incorporated in the PRC. During the year ended 31 RXREBEEHO AL EEE S KEQ021F : B
December 2022, gain (2021: loss) on change in fair value of the CCS B)A £ 4 AR 20,973,0007T (202145 : A AR
in an aggregate amount of approximately RMB20,973,000 (2021: #25,837,0007C) E N IE S ER ©

approximately RMB25,837,000) was recognised in profit or loss.

S

The derivatives were fully settled during the year. ZNMETACRERNEZHEH -
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& O B 75 R 5 B & (48D

FOR THE YEAR ENDED 31 DECEMBER 2022 #,Z 20224 12H318 L F &

26. FINANCIAL ASSETS AT AMORTISED COST 260 UEBERAAENEMEE
2022 2021
2022 20214
RMB’000 RMB’000
ARBTF T ARBFT
Unlisted investment (Note) kLR E (K aE) 300,000 300,000
Loss allowance E BB E (60,000) (6,000)
240,000 294,000
Note:  On 29 September 2021, the Company (as the asset entrustor) entered  ff:F : 20214697298 AR Rk B EEZ+E A)E

into the Mutual Trust No. 5 Asset Management Agreement with Bosera
Capital Management Co., Ltd. (as the asset manager) and China
Merchants Bank (as the asset entrustee) in relation to the investment
and management of the entrusted assets. Pursuant to the Mutual Trust
No. 5 Asset Management Agreement, the Company agreed to entrust
an amount of RMB300,000,000 as the entrusted assets, which will be
funded by the internal resources of the Company. The entrusted assets
will be used to invest in the credits of accounts receivable held by
Kunming Agricultural Development Investment Co., Ltd. (& 88 &2 % % &
1% & A BR A &, "KADI"). Corporate guarantee has given by KDI to KADI
on the principal and interest of such investments.

The carrying value of financial assets at amortised cost was
RMB300,000,000 and stated at the amortised cost less impairment loss.
The assets were originally due to be recovered on 28 December 2021
but were extended to 10 April 2022 by an extension agreement entered
into on 31 December 2021. 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. On 29 October 2022, the
Company and KADI entered into a settlement agreement and mutually
agreed that certain assets held by the subsidiaries of KADI and KADI
were pledged to the Company for the outstanding principal and interest.

As at 31 December 2022, provision of loss amounted to RMB60,000,000
(2021: RMB6,000,000) was made. Information regarding the Group's
credit policy are set out in Note 3.1(b).

Such investments carried an interest rate at 8% p.a., and the principal
is repayable on demand. As the directors of the Company intends solely
for collection of payments of principal and interest, it is classified as
financial assets at amortised cost.

BEEAEEERAAUEREEERNRER
RITHERBEERENRZREEZRERER
AVEESHREEEEAR -RELESHREEE
BAR - ARAMREZEARK300,000,0007T 5
ZREE EBUARANABEREN -5
EERARSERBAREERREARAAE
MRFBRBEDEENRERKERERE RBEA
MEREARERARENEAERANERNEREEER
RERERAER-

LNEBHEKAFENEREENEAEARARE
300,000,000 7T - S 1 # 4 B 25 5 (B & 18 51 AR © %
HEEAREN2021 412 A28 B k@ - 18742021 4F
12A3MBEFTRHHE  TRZE2022F45108 °
EEEBEARBEEGSREEERARMNAOE
NEEINHPEZEEEEFEETEERMRKAAE
NRAEITOE - R2022F10A29H * A AR EE
FAREZERBEZITENREARAIREGARE
FTREEARXEERERAMNBARFANE
FTEEERAKBNASRANBERFAAA -

2022612 318 ' 51 1% £ R A R %60,000,000
75 (20214 : A R #6,000,0007T) ° A B AN &£ H {5
B BUR 8 & B R M R 3.1(b) ©

ZERENFEMNERE% AL AREREE -A

RARREZHERRAS RHME MR #iGEHE
DERNBHERAFHENSREE -
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ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

27. TRADE AND OTHER RECEIVABLES 27. MBEWERIT K H fib E U X
2022 2021
2022 20214
RMB’000 RMB’000
AR¥T T ARBFT
Trade receivables (Note): JE W2 BR 7k (A7 77 )
— Third parties —%=% 202,799 107,999
— Related parties (Note 37(d)(i)) — @ 5 (B7 &2 37(d)(i) 551,514 277,462
— Local government — b 75 B 2,200,998 1,381,406
— Loss allowance —EEEE (81,712) (56,898)
Trade receivables - net EUWERR-—FHE 2,873,599 1,709,969
Other receivables: H fth B Y K
— Third parties —-%5=5 99,155 149,949
— Related parties (Note 37(d)(i)) — BB 5 (B 2 37(d)(i)) 584,390 865,438
— Local government — b 75 BT 70,666 53,891
— Loss allowance —EEEE (23,671) (7,447)
Other receivables — net HthEKRH-—FHE 730,540 1,061,831
Prepayments: AR
— Others —H 72,204 112,224
— Loss allowance —EBREE (4) (4)
Prepayments — net BEHR—FHE 72,200 112,220
Trade and other receivables — net BUERREREMERR-FHE 3,676,339 2,884,020
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FOR THE YEAR ENDED 31 DECEMBER 2022 #,Z 20224 12H318 L F &

27. TRADE AND OTHER RECEIVABLES
(continued)

As at 31 December 2022 and 2021, the carrying amounts of trade
and other receivables are principally denominated in RMB. The trade
receivables are due for payment upon presentation of invoices.

Information regarding the Group's credit policy are set out in Note
3.1(b).

Note:

Ageing analysis of gross trade receivables at the end of the reporting period,
based on the invoice dates, is as follows:

— Within one year -1FUR
— Over one year and within two years -1E2%F
— Over two years - B2

27. BEWHRTREMBERRGE)

20224 % 2021512 A31H » fE R K & H &
WHRHEEEEIENAREREMN - BIKREX
EEZEHERE A -

ERARBEERENEMFNMESA(D) -

RBEEHR REXZRHOBREREQBZREDN
LU

2022 2021

2022 £ 20214
RMB’000 RMB’000
AR T AR#TFT
1,771,954 1,238,288
1,041,909 467,025
141,448 61,554
2,955,311 1,766,867

The Group does not hold any collateral as security over these debtors.

The Group rebutted the presumption of default under ECL model for
trade receivables over 90 days past due and set the default criterion as
1 year past due based on good repayment records for those customers
having a continuous business with the Group. They are assessed
based on their probability of default and exposure of default with
reference to historical debt collection experience, adjusted by current
and forward-looking factors.

RRAHEMBKBERMERLE 2022 FEHRE 279

AEBELEFBEEMERRIERER-

HRABPORANENE SRR HIE AEERE
EHEEBEAELTHNEORR LERELE
BERBEXEBAERNEPORFERDS  KE
MBRERERBNF - HELEFPNIABMEER
P EABREMENRR X2 EEEHKD
Wicskh BERBEAMATE LR RETHE -



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

28. CASH AND BANK BALANCES AND RESTRICTED

28. BRERRTERRZIRHNES

FUNDS

2022 2021

2022 &£ 20214

Notes RMB’000 RMB’000

B 5 AR¥TFrx AR®TFor

Cash and bank balances & KR AT 4 #R (a) 131,494 1,504,346

Restricted funds ZRHE S (a), (b) 181,194 49,650
(a) Cash and bank balances and restricted funds are (a) RERRITERRIRINEEU W T ER

denominated in

RMB AR
HKD BT
usD e

sH{E :

2022 2021

2022 % 20214
RMB’000 RMB’000
ARBFT ARETTT

298,892 1,451,956
5,153 43,405
8,643 58,635

312,688 1,553,996

All cash at bank are deposits with original maturity within 3 months.
The Group earns interest on cash at bank at floating bank deposit
rates ranged from 0.01% to 2.25% during the year ended 31 December
2022 (2021: 0.30% to 1.92%).

Under Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to convert RMB into other
currencies through banks to conduct foreign exchange business.

(b) As at 31 December 2022 and 2021, the restricted funds mainly
comprised of guarantee deposits for construction projects and
guarantee deposits for letter of credit.

MEROTERRECIPALEI@EARN - £EEHZE
2022F12A3MA L FE BHH A& BHIK0UI%E
2.25% 2 B R ZERITERA R HEIMEITE ST
5.(20214F : 0.30% £ 1.92%) °

1R & B A B B B IR R I RCEE E - B E K
NEEERRE) AEEEALFBERTIEARE
AR EMEEARRIMNERT -

(b) R 2022F %2021 5128318 SR H & &
FTEZORERBFEONRIZEREAZRE
4o
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

29. TRADE AND OTHER PAYABLES/CONTRACT 29. BRI ERHEHMEMNN SEHE&RE

LIABILITIES

2022 2021
2022 2021 F
RMB’000 RMB’000
AR¥FTT ARKFT
Trade payables to third parties (Note a and c) ENE=ZFERHiFake) 295,842 317,188
Other payables due to: H TR B 172,989 183,428
— related parties (Note 37(d)(ii)) — BB 75 (B 2 37(d)(ii) 12,104 11,513
— local government — 0 75 BT 840 500
— third parties —%5=5 160,045 171,415
Notes payable BN ER 20,063 =

Consideration payable for acquisition of subsidiaries & B K B A 7 & 32 - ) & (B
(Note () (BT & (f) 16,464 34,150
Staff salaries and welfare payables FE A B T T & A0 18 A 42,704 42,898

Payables for acquisition of property, plant and EETHE THREREN
equipment due to: e SR BB 175,322 17,829
_ related parties (Note 37(d)(ii)) — B B 757 (B 2 37(d)(ii)) 28,942 16,040
— third parties —%5=5 146,380 1,789

Payables for acquisition of land use rights from MEMATEE T HFEREDN
related parties (Note 37(d)(ii)) FE = 5K I8 (7 7 37(d)(ii)) 31,000 58,194
Interest payables FE A F) B 25,442 7,537
Accrued taxes other than income tax B B 15 %50 SN B FE 5t B 3K 26,584 17,758
Total trade and other payables JE 5 BR 3% I B Mt FE S SR AR RR 806,410 678,982
2022 2021
2022 2021
RMB’000 RMB’000
ARBTT ARB T

Contract liabilities (Note d) aRB & Zd)

— related parties (Note 37(d)(iii)) —BA Bt 75 (K 2 37(d)(iii)) -
— third parties —$£=5 7,505
7,505
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+% GHMBEER SHMBBERMEEE

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

29. TRADE AND OTHER PAYABLES/CONTRACT 29. EMERZBRHMEMNZ SHAE
LIABILITIES (continued) (4&)
Notes: Hiat -

(a) As at 31 December 2022 and 2021, the trade payables are normally  (a) R2022F %2021 F 128318 EAERR—ME D
granted with credit terms ranging from 30 to 90 days. WEEHAR30ERX -

(b) As at 31 December 2022 and 2021, the Group’s trade and other  (b) R 20224F %2021 F 128318 * A& B K FE R BRRX
payables are principally denominated in RMB. REMENREEZEAARE BB -

(c) Ageing analysis of trade payables to third parties based on the invoice  (c) RBEHR BEXEAPNENE=ZFTERE

dates at the end of the reporting period is as follows: BT :
2022 2021
2022 4 20214
RMB’000 RMB’000
AR ¥F T ARKFT
— Within one year -1F R 192,094 198,579
— Over one year and within two = | ER%E 4,651 37,523

— Over two years - HBiB2F 99,097 81,086

295,842 317,188

(d) The movements (excluding those arising from increases and decreases  (d) REBREPANERETBERE LA FI15KEGE A
both occurred within the same year) of receipt in advance from contracts NEKEFPERARNEHFER(TEERRAFRA
with customer within the scope of IFRS 15 during each of the reporting BRMEELEZE)DT :
period are as follows:

2022 2021
2022 4 20214
RMB’000 RMB’000
ARBFTT AR FT
At the beginning of the reporting period R EH ) 7,505 45,493
Recognised as revenue TR AWK = (7,505) (45,493)
Receipt of advances or recognition of receivables T8 W % TE ok BE AR B W R 1B 6,839 7,505
At the end of the reporting period R EHR 6,839 7,505
Contract liabilities include advances received from customers for AREBBEEREMIEHSKEEBRBAKBEENE
rendering operating and construction services in relation to wastewater ERRERBEREPIRIN BN - EANEERE
treatment and reclaimed water supply. When the Group receives BHEAERS 2K ZPLEMNRE 8 AR
advances from customers before provision of promised services, which BHEME BEARFAKBBEELAARBE-

depends on the specific term of services, this will give rise to contract
liabilities at the start of contract.
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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FOR THE YEAR ENDED 31 DECEMBER 2022 #,Z 20224 12H318 L F &

TRADE AND OTHER PAYABLES/CONTRACT
LIABILITIES (continued)

Notes: (continued)

(e)

Total transaction price allocated to the unsatisfied performance % B &= K 5E i B 49 & T 19
obligations X5 HBE

Performance obligations
The amounts of transaction prices allocated to the remaining
performance obligations (unsatisfied or partially unsatisfied) as at 31

December 2022 and 2021 are as follows:

Amounts expected to be recognised as revenue:

29.

ERERREMERT EREE
(&)

it ()

(e)

BHEE
20224 R20215F12AMBE S REHR TR H

ECGGERARBHRBEM 2 X BERSHE
W :

B eRARKEZER

2022 2021
2022 % 20214
RMB’000 RMB'000
ARBFRT AREFT
20,236,249 20,706,311

®

The amounts of transaction prices of approximately RMB19,343,987,000
(2021: RMB19,819,743,000) allocated to the remaining performance
obligations which are expected to be recognised as revenue after one
year relate to operation services and construction services, of which the
performance obligations are to be satisfied within 30 years. All the other
amounts of transaction prices of approximately RMB892,262,000 (2021:
RMB886,568,000) allocated to the remaining performance obligations
are expected to be recognised as revenue within one year. The
amounts disclosed above do not include variable consideration which is
constrained.

The amounts are due to independent third parties relating to the
acquisition of equity interests in certain subsidiaries in prior years.
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®

ENBEEHRTEANEALTEHERN —FEERAIK
=R HERSTHARE19,343,987,0007T (2021
F: AR %19,819,743,000T) F R AR = + & A
BTEHEEREREERBZIBNEE -BEH
RERTENBEEIZHAEEMRSERSELHA
R #892,262,0007T (20214 : A K #886,568,0007T)
EHER - FABRRAERE - LXFABEREZEH
WABEIRGMITERE -

ERRADENTELF = YTHRBEFER
BETHBARAMBKRESR -



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+ZF GHUEBER=R

& O B %5 3 3% Bf 5 (48D

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

30. BORROWINGS

Non-current portion:
Unsecured long-term borrowings
Secured long-term borrowings (Note (b))

LRI
REROEBER
¥ IR 1y &= B3 48 SR (B 72 (b))

2022
20224
RMB’000
AREFT

989,400
1,533,293

2,522,693

2,687,428
658,966

3,346,394

5,869,087

Current portion: mE

Unsecured short-term borrowings RIERBEEE R
Secured short-term borrowings (Note (b)) R &R B E R b))
Corporate bonds (Note (c)) R El &% (K (c))

Notes: B aF -
(a) All the borrowings were denominated in (a)
RMB AR

HKD & TT

UsSD E

A fEFRIAT o G ¥t E

2022
2022 %
RMB’000
AR¥TFT

5,147,685
649,318
72,084

5,869,087
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2021
20214
RMB’000
ARETTT

1,492,600
700,423

2,193,023

2,129,226
2,044,877
38,811

4,212,914

6,405,937

2021
20214
RMB’000
ARETIT

4,298,824

958,227
1,148,886

6,405,937



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ GHMBHRET SHMBRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

30. BORROWINGS (continued) 30. fEME)
(b) As at 31 December 2022 and 2021, analysis of the secured borrowings  (b) R2022F %2021 F12A31 8 BEERNERS T
are as follows: U
2022 2021
2022 £ 20214
RMB’000 RMB’000
AR¥F T AR¥FT
Secured by: ERY :
Corporate guarantee issued by the Company BAARAELHAN AR ER 721,402 1,825,322
Property, plant and equipment TEE - IBRMRE 841,837 697,298
Corporate guarantee issued by related parties 220yl aell: OR/NEC R 7S 200,000 -
Corporate guarantee issued by a shareholder AR B8R A ER 174,000 200,000
Waste sanitary landfill construction project revenue HIESRERER ka 235,000 =
Sewage treatment revenue 5 K B B R = 20,020 22,680

2,192,259 2,745,300

(c) As approved by the National Development and Reform Commission () BERZENREZ2015F11 A25 B H#E A& - R A A BT

on 25 November 2015, the Company issued corporate bonds of & & A R #700,000,0007T - HR A7 &8 2 7
RMB700,000,000 for a term of 7 years, bearing interest at 4.35% per B%5 FHER435% - RFESF R AR A AR
annum. At the end of the fifth year, the Company can adjust the interest BHTMEE M E(EMR0.00%ZE3.00%) * &E
rate within a range of 0.00% to 3.00% for the remaining 2-year period, ENEBERREAERABOREENRFES

and the investors have an option to request early redemption at par
value of the outstanding corporate bond.

The corporate bonds were fully settled during the year. HRARBEFREAFEELETZHEER-

(d) The maturities of borrowings are as follows: (d) EREHBEWT
2022 2021
2022 4 20214
RMB’000 RMB’000
AR¥F T ARKEFT
On demand or within 1 year BNERsk1E LA 3,346,394 4,212,914
Over 1 year and within 2 years 1224 928,216 1,020,349
Over 2 years and within 5 years 2FE54F 1,304,021 883,544
Over 5 years 5 A F 290,456 289,130

5,869,087 6,405,937
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE

30. BORROWINGS (continued)

(e) The exposure of the Group’s borrowings are as follows:

Fixed-rate corporate bonds E R QA&
Fixed-rate bank borrowings EERITHE
Variable-rate bank borrowings FRERITHE

2 3 Y

30.

(e)

&= (&)

AEBBBNERBOMAT

2022 2021
2022 £ 20214
RMB’000 RMB’000
AR ¥FiT AR #FiT
= 38,811

2,843,249 2,530,706
3,025,838 3,836,420
5,869,087 6,405,937

As at 31 December 2022, the Group’s variable rate bank borrowings
are carrying interest at PRC Loan Prime Rate, and Secured Overnight
Financing Rate, London Interbank Offered Rate and Hong Kong
Inter-bank Offered Rate plus a premium. Interest is reset each month.

The ranges of effective interests (which are also equal to contractual
interest rates) on the Group’s borrowings are as follows:

Effective interest rate: R A =

Fixed-rate corporate bonds EERAAREHF
Fixed-rate bank borrowings E B R IT AR
Variable-rate bank borrowings FREBITER

R2022%F 128318 AEEHZBRITERIESP
HEEXMBSHRENIRERBERRENE - AA
BITREFRBERBEARTRAEFREMEEFE -
METAEE-

AEEEFROERNB(EREARME)EEMT :

2022 2021
2022 £ 20214
N/A 4.15%

2.15% to 5.5%
3.95% to 6.46%

3.27% to 5.4%
2.21% to 5.32%

(®)

(9

RMB facilities

The fair values of current borrowings equal their carrying amount as
the discounting impact is not significant. The fair values of non-current
borrowings are estimated based on discounted cash flow using the
prevailing market interest rates available to the Group for financial
instruments with substantially the same terms and characteristics. The
fair values of non-current borrowings approximated to their carrying
amount.

The Group had the following undrawn borrowing facilities:

ARBEE

()

(9)

HRTENTETERN BERBERXRNRILE
EREREEERASZ FERBEANAABER
RIFFENESRE I A EE RO GRS R
ABHARANSRTRERITM SN FETHE -
ERBERNAREBERAEKREEMBERL -

AEEETIHIADANRITEERE :

2022 2021
2022 % 20214
RMB’000 RMB’000
ARBEFT ARETTT
1,619,800 1,746,550
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FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

31. DEFERRED REVENUE

Deferred revenue of the Group included government grants in respect
of the Group’s or the Company’s construction of various facilities,
wastewater treatment facilities, water supply facilities, thermal
production, and the performance of research and development
activities.

Government grants relating to property, plant and equipment are
recognised to the consolidated statement of profit or loss and other
comprehensive income on a straight-line basis over the estimated
lives of the related assets. The government grants are subject to
reimbursement basis approved by the government.

Government grants relating to research and development activities
are recognised in the consolidated statement of profit or loss and
comprehensive income over the period necessary to match them with
the costs that they are intended to compensate.

3. EEWHE

AEBENETERSEEERAEEXARAEES
B SKEERE  HKRE BRIEENRR
MBETHERBMESORTHL -

HESITHE IRNRXRBEEZIBRFHBRA
MEELRAFHANEREZEAHBEAREME
HREXRTPER BN EEREHAELELA
AR TR T L

HMBEEH AW BT MBI BREEZKAES
HBHREAHBEREERERTER -

2022 2021
2022 20214
RMB’000 RMB’000
AR FT ARBFT
Government grants related to: 8BRS B -
— property, plant and equipment —THE - ITHREZMHE 230,943 245,267
The movements of government grants are set out as follows: BBz E8E M T -
2022 2021
2022 2021
RMB’000 RMB’000
AR#FTT AR TFoT
At the beginning of the reporting period WwEB 245,267 248,429
Additions 30 - 10,000
Credit to the statement of profit or loss and other RABZkEMEERE R
comprehensive income (12,339) (13,162)
Refund of government grants (Note) iR 2 BURT # B (A 77) (1,985) =
At the end of the reporting period #wE R 230,943 245,267
Note: e -

The Group repaid the surplus of approximately RMB1,985,000 relating to a
reclaimed water project subsided by government grants to the local government
authority during the year.
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FOR THE YEAR ENDED 31 DECEMBER 2022 &, Z2022512H31 8 [EF &

32.

Registered, issued and fully paid
Number of ordinary shares (thousand)

Share capital (RMB’000)

SHARE CAPITAL

B A (AR # T T)

32.

BEMm BITRHER
ERilte (G-

Bz &
2021
20214
1,029,111 1,029,111
1,029,111 1,029,111

Note:

(a)

(b)

The Company was established on 23 December 2010, with an initial
registered share capital of RMB360,000,000, divided into 360,000,000
shares with a nominal value of RMB1.00 each. 344,943,000 shares
or 95.82% equity interest amounting to RMB1,260,091,000 were
issued to KDI at a premium of RMB915,148,000, in exchange for
the property, plant and equipment and land use rights under TOO
Model of RMB1,189,277,000, certain investments in subsidiaries of
RMB5,814,000, and cash of RMB65,000,000. The remaining 15,057,000
shares or 4.18% equity interest amounting to RMB55,000,000 were
issued to other four shareholders, namely Kunming Development
Investment Group Co., Ltd. (2B & RI&E & S E AR 2 7, “Kunming
DIG"), Kunming Industrial Development and Investment Co., Ltd. (£
BHE X % EE G RE TR A, “IDI"), Kunming State-owned Assets
Management and Operation Co., Ltd. (EFETEEEEETRELHFR
& f£ A 7], “Kunming State-Owned Asset Management”) and Kunming
Xinzhi Investment Development Co., Ltd. (R E R EHRE B R 2 7,
“Xinzhi Investment”) at a premium of RMB39,943,000.

The capital contributions were paid up by two instalments. The
first instalment of approximately RMB1,208,841,000 was received
upon the establishment of the Company and the second instalment
of RMB106,250,000 was received in the year ended 31 December
2012. The excess of the assets or cash consideration received by the
Company over the share capital with the amount of approximately
RMB955,091,000 was recorded as share premium.

On 12 October 2015, as approved by the shareholders of the Company,
based on a total of 360,000,000 shares of the Company as at 31
December 2014, bonus shares of 360,000,000 in total were issued to
all shareholders by transfer of capital reserve on the basis of 10 shares
for 10 shares. Upon completion of the transfer, total share capital of the
Company was increased to 720,000,000 shares.

On 6 April 2017, the Company newly issued 308,572,000 H shares of
RMB1.00 each at HKD3.91 per share in connection with the initial listing
of H shares of the Company on the Main Board of the Stock Exchange,
and raised gross proceeds of approximately HKD1,206,517,000
(equivalent to RMB1,070,421,000). Subsequently on 10 May 2017, after
the exercise of the over-allotment option, additional 539,000 H shares
of RMB1.00 each were issued at HKD3.91 per share and raised gross
proceeds of approximately HKD2,107,000 (equivalent to RMB1,870,000).
Net proceeds of approximately RMB997,460,000 (after deducting the
underwriting commissions and other listing expenses) was raised by the
Company, of which RMB309,111,000 was credited to share capital with
remaining approximately RMB688,349,000 credited to share premium.

Hrat -

(a)

(b)

(c)
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+=-%

EHMBHEE

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

33. OTHER RESERVES 33. HithfE#h
Share Statutory Capital Property  Translation
premium reserve reserve reserve reserve Total
(Note (a)) (Note (b))
W
BRAEE EERE BARE EMEBR E G &5
(H1 it (a)) (## (b))
RMB’000 RMB’000 RMB000 RMB’000 RMB000 RMB’000
ABBFT ARETT ARETT AREFT AREFT ARETT
At 1 January 2021 ®2021%1A1H 1,283,440 272,137 (47,793) 11,145 4,451 1,523,380
Transfer to statutory reserves 1R BUZE E & - 21,415 = = = 21,415
Exchange differences EBTEZER - - - - (1,219) (1,219)
At 31 December 2021 and ®20214512A31H
1 January 2022 R20225181H 1,283,440 293,552 (47,793) 11,145 3,232 1,543,576

Transfer to statutory reserves 12 BUZ E # (& 29,627
Exchange differences ERmEES -
Others H 3,298
At 31 December 2022 20225128318 1,283,440 326,477
Note:

(a) Statutory reserve

In accordance with the PRC Company Law and the constitutions of the PRC
companies of the Group (the “PRC Companies”), the PRC Companies are
required to allocate 10% of their profits attributable to the respective owners
of the PRC Companies as set out in their statutory financial statements, to the
statutory surplus reserve until such reserve reaches 50% of the registered capital
of the respective PRC Companies. The appropriation to the reserve must be
made before any distribution of dividends to the respective owners of the PRC
Companies. The statutory surplus reserve can be used to offset previous year’s
losses, if any, and part of the statutory surplus reserve can be capitalised as the
share capital of the respective PRC Companies provided that the amount of such
reserve remaining after the capitalisation shall not be less than 25% of the share
capital of the respective PRC Companies.

Pursuant to relevant PRC regulations, wastewater treatment and water supply
companies are required to set aside an amount to a fund for future development
and work safety which they transferred certain amounts from accumulated
profits to statutory reserve. The fund can then be used for future development
and work safety of the wastewater treatment and water supply operations, and
is not available for distribution to shareholders. When qualifying development
expenditure and improvements of safety incurred, an equivalent amount is
transferred from statutory reserve to accumulated profits.
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= 29,627
(1,049)

(1,049)
- 3,298

(47,793) 1,575,452

Biit -
(a) EE A

BE(PEARKXMBABEIRAEBFBEQE ([HEL
ADWAHER FEAAAEREATHBEREPEHID
FERARREZMEEFHMN10%  REVEERBATRE
EZZEZEBBRABEINSHEARAFMEERM50%HE - 7]
FTHRERR - &EFERQANEERRAE D R BKF AT
EERBABE - ATCBBABRATANBE AN FEEEIE -
ME: B EEBBRABABERN EASFRAARMHRKRA
HEACEZBRABEONFRSBETEREFTERAR
K H)25% ©

REBEFENOBABRE SKRKEEARBKRERTFR
B-—ELENBEREENZ2E HBEURIENEER
w- AR HEBRIBEDTKERE N RHEKREERD
HEBENLZ2E MIEBRBRRIE - EEETA KT
HEXHRZ2REER —FEHESENEERAS
HERBFUE -



FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

33. OTHER RESERVES (continued)

Capital reserve mainly represented the existing book value from KDI’s
prospective of certain acquired wastewater treatment facilities and land use
rights transferred to the Group from KDI, which did not form part of the capital
contribution in the form of share capital in 2010, netting of the consideration of
these assets and the deferred tax impact. These wastewater treatment facilities
and land use rights were included in the consolidated financial statements as if
they had been consolidated from the date when KDI came under the control of
the then ultimate controlling party.

34. FINANCIAL GUARANTEES ISSUED

At 31 December 2022, the Company had issued corporate guarantees
amounting to approximately RMB721,402,000 (2021: approximately
RMB2,233,647,000) in connection with facilities granted to certain
subsidiaries within the Group. The directors of the Company
consider the fair value of these guarantees at the date of inception is
insignificant.

At 31 December 2022, the directors of the Company considered it is
not probable that a claim will be made against the Company under any
of the guarantees. The maximum liability of the Company at the end
of the reporting period under the guarantees issued was the facilities
drawn down by certain subsidiaries of approximately RMB721,402,000
(2021: approximately RMB1,825,322,000).

33. Hinfx#E(E)

EABEIEREASENRERARELRELBN LD
KEERERLHWERELERELREARAENR
BEREE(TEK2010FARAT A L EN—B)ME
ZEBEENUBHEREECHEZE WFSKEER
kit ERECESEAGHPBHRRT BOEEHE
ERRAOKRARERMNKRENDENNBHAAS G
#E -

3. BEUMBER

R2022F 12 A318 AAREBHRBETFTAEERE
T H B AR KR E L O AR 721,402,000 T
(20214 : #) A R #2,233,647,00070) H 2 =) £ 1R °
RARREZEERAZSHERNABKBHONAAEE
N

M2022%F 128318 KRR EER AT AT R
BEMBERAAAARERE - RBEHR AR
ARBERELERTHNSEAEBEAE THE ARIR
B K R & 4 A R #721,402,0007C (20214 : 9 A R
#1,825,322,0007T) °

290 2022 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE
35. CASH FLOW INFORMATION 35. HEHER
(a) Cash used in operations (a) REFEHANEREE
2022 2021
2022 20214

RMB’000 RMB’000
AR#®FT ARETT

Profit before tax: A1 AF - 367,465 396,693
Adjustments for: FHEIEA -
— Net impairment losses on financial assets — S RMEERBEEBXFSE 114,486 59,593
— Impairment loss on investment in an associate — B &R E R EE KX 5,576 =
— Depreciation of property, plant and equipment —TEE - IREIXBEHITE 198,237 238,570
— Depreciation of right-of-use assets —FREEENE 13,491 11,291
— Amortisation of intangible assets —EREE#EH 20,192 17,642
— Fair value (gain) loss of financial liabilities at FVPL —i% A 7 B E i A B £ &l
BEENAREBAEMSEEX (20,973) 25,837
— Fair value change of investment properties —REVMENAAEBEED (1,085) (2,622)
— Share of results of associates —HtERRIEERRDE 691 1,728
— Finance cost — net — BB AN — 219,102 169,026
— Amortisation of government grants relating to —HEETEE TR EEHE
purchase of property, plant and equipment 1B 78 H AT R B 8 (12,339) (13,162)
— Gain on disposal of a subsidiary —HE—HWE AR (19,886) =
— Loss on disposal of property, plant and equipment — & & S &) & « Tk & &
- net & 18 % 98 22,293
— Exchange differences —[E N E (39,079)
— Reversal of write-down — $% [0 #f 85 (2,246)
952,703 885,564
Changes in working capital: HEBE2EY:
— Increase in trade and other receivables — P& W BR 3R I H fth B UK A 38 0N (1,038,357) (866,486)
— Increase in inventories —FE/IL M (5,295) (2,590)
— Increase in contract assets —EHNEEEMN (112,121) (249,825)
— Decrease in contract liabilities —& R B8 &R (666) (37,988)
— (Increase) decrease in amounts due from —EBREFEEERKD
customers for construction contracts (3% n) 8k 2> (121,998) 43,072
— Decrease (increase) in receivables under service  —4FFF & & W T & FE U 08
concession arrangements R 2> (38 on) 243,935 (153,830)
— Increase (decrease) in trade and other payables ~ — /& {3 B 7% & H b j& 1 3 &9
3% 0 Ok 2>) 66,761 (33,351)
Cash used in operations KEFHNE S (15,038) (415,434)
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+_5 ESHBMBHHRET SHUBHRFWEE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & 22022412 A31H IF F &

35. CASH FLOW INFORMATION (continued) 35. REeEmiER(E)

(b) Changes in liabilities arising from financing activities (b) BMEFEBELENEEZL

Details of the changes in the Group’s liabilities from financing activites A&EBEELARETHEEEHNFBENOT

are as follows:

2022 2022 £
Financial
liabilities
at FVPL Borrowings
(Note 25) (Note 30)
EAREE
FFANEREE
SHERK & ™
(Hi &£ 25) (Ht = 30) & &t
RMB’000 RMB’000 RMB’000
AR¥Fx AR¥Fx AR¥F
At the beginning of the reporting period R & & %] 110,450 6,405,937 6,516,387
Net cash flows BERERE (89,477) (647,912) (737,389)
Interest expenses AR X = 43,414 43,414
Exchange differences fEHZEHE - 67,648 67,648
Fair value gain of financial liabilities at & X o B E & A B E 6
FVPL CRIBENAAERE
I = (20,973) (20,973)
At the end of the reporting period s R 5,869,087 5,869,087
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

35. CASH FLOW INFORMATION (continued) 35. Re&EZxEEBRE)

(b) Changes in liabilities arising from financing activities (b) MEFHELENEERELE)

(continued)
2021 2021 £
Financial
liabilities
at FVPL Borrowings Lease
(Note 25) (Note 30) liabilities Total
BRAREE
AT
cREE RN
(Mt &t 25) (H17E30) HEBE & &t
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT AREFT ARETT ARETT

At the beginning of the reporting

period s ) 84,613 4,966,929 1,168 5,052,710
Net cash flows FRERE - 1,461,142 (410) 1,460,732
Interest expenses R B X H — 11,977 = 11,977
Disposal of lease HERE - - (758) (758)
Exchange differences X EHE - (34,111) - (34,111)
Fair value loss of financial BERAABEFAEBERZD

liabilities at FVPL TRHEBENAREBE

& 1B 25,837 - - 25,837
At the end of the reporting period R & Hi & 110,450 6,405,937 = 6,516,387
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2022 & Z2022512A31 R L FE
36. COMMITMENTS 36. KA

(a) Capital commitments (a) &R R

At the end of the reporting period, capital expenditures contracted for, R EMAD T NEHAELENEARAE LT :
but not yet incurred are as follows:

2022 2021
2022 % 20214
RMB’000 RMB’000
ARBFT ARETT

Property, plant and equipment THE  THNAEE 499,550 317,311

(b) Concession projects and construction projects contracted at the  (b) RBERRFTESARAFENEFEE K
end of the reporting period, but not yet incurred are as follows: BREREHOT

2022 2021
2022 % 20214
RMB’000 RMB’000
ARBFT ARETTT

Concession projects and construction projects HHIEEREREER 1,760,522 1,288,760
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

37. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly
or indirectly, to control the other party or exercise significant influence
over the other party in making financial and operation decisions.
Parties are also considered to be related if they are subject to common
control.

The Company is controlled by KDI, which is a government-related
enterprise established in the PRC by the State-owned Assets
Supervision and Administration Commission of the Kunming
People’s Government (“Kunming SASAC”). In accordance with
IAS 24 (Revised), “Related Party Disclosures”, issued by the IASB,
government-related entities and their subsidiaries, directly or indirectly
controlled, jointly controlled or significantly influenced by the PRC
government are defined as related parties of the Group. On that
basis, related parties include KDI and its subsidiaries (other than
the Group), entities controlled by Kunming SASAC, other entities
and corporations in which the Group is able to exercise significant
influence and key management personnel of the Company and as well
as their close family members. The Group’s significant transactions
and balances with the PRC government and other entities controlled,
jointly controlled or significantly influenced by the PRC government
mainly include purchases of assets, provision of financial assets, bank
deposits and bank borrowings and related trade and other receivables,
trade and other payables, borrowings, term deposits with initial term
of over three months, cash and cash equivalents. The directors of
the Company believe that the meaningful information of related party
transactions has been adequately disclosed in the consolidated
financial statements.

37. MEBAXS
W—ﬁﬁ%ﬁﬁﬁiﬁ%ﬁﬂ%—ﬁﬁﬁﬁﬁ%
BREBERERH S —THMNEATE AEH
Wﬁ%ﬁﬁﬁhowiﬁﬁﬂﬂﬁﬁﬁﬁHﬂ'm
1% 1% 73 B B

ARRAXERECKRERES EREHDARK
FEEEEEEERZES(RATRHEZDAE

RIS E — KIS BB A R o BRI R AT AD
NEEMAHBEER ST ERFE24GEEEET) B8
BEINAT BNEBETEBUARITBEBNE
B HEEES BEEHXEATLENNE QA
WRARNEBEART - EN LlFEE  BES e
EHAMEEREMNBAR(RNERERIN BHE
MEEZEH M EE - H A K E 5§l 5k
HMEATENERBNAGIUREARABREE B
ABMERGKE AEEEPBEKBFN  EfhX s
B BAT £ B S 4E B sk M AN E K o= A
MEARSEARKBEZIZERERBREELEE  BH
75 & BY - SR 1T 17 BOA 18 R LA K 4B BE FE UK BR B
E@W&m J*HEE,TA&EWJJ*HM ElzTA R Bf
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THRXBEBEEBEEEZNER IR S -

=
=
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FOR THE YEAR ENDED 31 DECEMBER 2022 & £2022% 12 A31H I FE

37. RELATED PARTY TRANSACTIONS (continued)

The following is a summary of the significant transactions carried out
between the Group and its related parties in the ordinary course of
business during the year ended 31 December 2022, and balances as
at 31 December 2022 arising from those related party transactions.

37. ABAXS(E)

URAEE2022F12A3MB tFEAREBHEER
BAEAR—REGCEEPMETERRIOBE
AR R2022F 12 AMAZEMB A X HE LSBT -

Name of related party Nature of relationship FAEEH 28 R =
KDI Controlling shareholder of the RBAMEE NN A HE AR AR R
Company
Kunming DIG Controlled by Kunming SASAC RHAEREES XERBETEHEZES -
and a minority shareholder of ZINUNECTRDS ¢ 855
the Company
IDI Controlled by Kunming SASAC EXERBRE ZXEHATMREEZES -
and a minority shareholder of RARDHRE
the Company
Kunming State-Owned Assets Controlled by Kunming SASAC EFEMBEAEE XERBETEHEZES -
Management and a minority shareholder of EREE ZNUNEIRDS 3 -
the Company
Xinzhi Investment Controlled by Kunming SASAC NERE ZEHATMREEZES -
and a minority shareholder of RATDHRE
the Company
Xindu Investment Controlled by Kunming SASAC L E ZEMAMEEZZES
Kunming Bus Group Co., Ltd. Controlled by Kunming SASAC BERAREEER XERAMEEZ =
(BERAREEERAEMEAA, EAERARTRERBEAR]
“Kunming Bus”)
Kunming CGE Water Supply Co., Ltd. Controlled by Kunming SASAC REBAKBERK ZERTEEZE
(BEABAKE B RKERR G, BERRAA
“Kunming CGE”) ([BRAKBBEEK]
Kunming Qingyuan Water Supply Co., Controlled by Kunming SASAC BB IR B 2R K XERAMEEZZEH
Lid(E BB R B RKAREFE BREMEAA
A 7], “Kunming Qingyuan”) (REBREBARK]
KADI Controlled by Kunming SASAC RREREERIEA ZERBE™EEZEH
Kunming Zhongbei Transportation ~ Controlled by Kunming SASAC B2 BA A b 32 3 IR 4% %R EZEE S
and Tourism (Group) Company (EEVEREMER A

Limited (£ A 4 3t 22 i IR %7
(£E)A R & F 2 7, “‘Kunming
Zhongbei Transportation”)
Kunming Municipal Urban Controlled by Kunming SASAC
Construction Investment &
Development Co., Ltd.(E B3
RERERBEERAEMERA A,

"Kunming Construction”)

(RAHz@E])

ERATHERERESR
REER A
(TR MHED

ol
bt
N
=i
=
b
i
2
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CHAPTER TWELVE

CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

37. RELATED PARTY TRANSACTIONS (continued)
(b) Transactions with related parties

Save as disclosed elsewhere in this report, during the years ended
31 December 2022 and 2021, the Group had the following significant

transactions with related parties.

(i) Sludge treatment and disposal service fees charged by a
related party:

37. MBAXH(HE)
(b) HEBHTHZS

BAREHEMIDAHEESEIN HE2022F &
221F1NANBLEFE ASEEEBPH IHNEKX
RSN :

(i) Ml — BTN REEREE RS E

2022 2021

2022 % 20214
RMB’000 RMB’000
AR#FT ARETT

KDI EBEBKRE 3,393 14,466
(ii) Loans granted to related parties: (ii) BERT R

2021

20214

RMB’000 RMB’000

AR¥TT AR®FT

Kunming Bus BHEAR - 300,000

Kunming DIG EHBRRBEE 200,000 300,000

Xindu Investment AR E 250,000 350,000

Kunming Construction B PR % 310,000 =

Kunming Zhongbei Transportation EEAHIL A - 80,000

760,000 1,030,000

The transactions under finance arrangement between the Group and
related parties are paid and settled in RMB and repayable on demand.

Interest was charged on loans granted to related parties at a rate
ranging from 8.5% p.a. to 9% p.a. (2021: 7.5% p.a. to 8.5% p.a.).

AEBEBHE T CENBERE PR HUAAR
BXNMEE WREREREE -

KTEBITNERBEMNE XN T35 485%
9% (2021F : BET75%E FF8.5%) °
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+ZF GHUEBER=R

& O B %5 3 3% Bf 5 (48D

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

37. RELATED PARTY TRANSACTIONS (continued) 37.

(b) Transactions with related parties (continued) (b)

(iii) Loans repaid from related parties:

Kunming Bus

(iii)

= NS

BB H X5 (E)
) b R IC))

MR EEER:

2022

2022 £
RMB’000
AR F T

300,000
600,000

900,000

Xindu Investment IR E

Kunming DIG EREREEEH
Kunming Zhongbei Transportation RBHIL A

(iv) Interest income from related parties: (iv)
Kunming DIG EREREEEH
Xindu Investment AR E

Kunming Bus BRAAXR

KADI ERERXZERKEA
Kunming Zhongbei Transportation ERAFIERE
Kunming Construction BRI R

A B T KB A

2022
20224
RMB’000
ARBFT

2,944
12,868

3,952
5,918

13,305

38,987
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2021
20214
RMB’000
ARE®ETT

300,000
350,000
650,000

80,000

1,380,000

2021
20214
RMB’000
ARETTT

19,574
19,129
23,134
21,333

535

83,705



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

37. RELATED PARTY TRANSACTIONS (continued) 37. BBt 7 % 5 (&)

(b) Transactions with related parties (continued) (b) HEBANE S (&)
(v) Services provided to a related party: (v) M — R @A TRMENRS

2022 2021
2022 4 20214
RMB’000 RMB’000
AR#FTT ARKFT

KDI BHREBEKRE Operation and BEEERB
management
services 309,530 213,172
(vi) Commission charged by related parties: (vi) XHERBTNFER:
2022 2021
2022 20214
RMB’000 RMB’000
AR®Fx AREFT
Kunming CGE AR B KK 204 8,469
Kunming Qingyuan EBE IR 8 K 289 1,264

493 9,733
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUBHRZx SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2022 & %2022 1231 H It F &

37. RELATED PARTY TRANSACTIONS (continued) 37. BE A X 5 (&)
(c) Key management compensation (c) FEEEAB M

Key management includes directors (executive and non-executive), FAREE ASBEER(HTRIEHT) EFK

supervisors and executives. The compensation paid or payable to key fTHAEB FAHRBEHERAEMRERFOER
management for employee services is shown below: TR ESOEHEMAT

2022 2021

2022 £ 20214

RMB’000 RMB’000

ARMFT ARKTFT

Fees e 520 463
Salaries, wages and bonuses T & & MER 1,645 2,484
Contributions to pension plans BIN S E K 282 331
Housing funds, medical insurance and other social FEAE & + BEE KRB M
insurance H fth 4 & 1R 245 364
2,692 3,642
(d) Balances with related parties (d) BB A X SR ERE
(i) Trade and other receivables due from related parties: (i) FE U B8 B 5 BR Bk N2 H At e U R
2022 2021
2022 £ 20214
RMB’000 RMB’000
AR¥TFrx AREFT
KDI BEEMRE 582,702 241,076
Xindu Investment * ML E * 23,471 564,106
Kunming CGE | AKE B K - 25,736

Kunming Qingyuan R EEIR B 2RK - 10,650

Kunming DIG * RAEREEER" 200,429 =
Kunming Bus # ERHAR* - 300,415
KADI EBREXBERIKE 6,834 917
Kunming Construction # B2 B 4k % # 322,468 =

1,135,904 1,142,900
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ GHMBHRET SHMBRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2022 &, %2022 1231 H [FF &

37. RELATED PARTY TRANSACTIONS (continued) 37. BB A X 5 (&)

(d) Balances with related parties (continued) (d) HEBAZZHEREE)

# Balances due from related parties above include below balances which  # FaEREBE S NBREREATEERNBKERE
are related to loan with interest terms (note 37(b)(ii)) and repayable on AREREENERE B & 58 (K 52 37(b)(ii)) :
demand:

2022 2021

2022 £ 20214
RMB’000 RMB’000
AR¥F T ARKFT

Xindu Investment AR E - 350,000

Kunming Bus ERHAR = 300,000

Kunming DIG EREREEELEE 200,000 =

Kunming Construction B A& 310,000 =

510,000 650,000

Except the above mentioned balances, other receivables are & Lo EMERG AEERT 8 WIRE
unsecured, interest-free and will be settled upon demand by the Group. AR EBHESRK4&EE -
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37. RELATED PARTY TRANSACTIONS (continued) 37. BE A X 5 (&)

(d) Balances with related parties (continued) (d) HEBAZZHEREE)
(ii) Other payables due to related parties: (ii) JE 11 B8 Bt 77 B L ftb FE A5 K

2022 2021
2022 £ 20214
RMB’000 RMB’000
AR#FxT AR F

Acquisition of property, plant and equipment: BETHE IRERE:

Xindu Investment AR E 16,040

Acquisition of land use right: BE Lt iE A

KDI REMKE 27,194

Xindu Investment MEIEE 31,000

Others: Hfh:

KDI EBHEMEE 10,884

Kunming CGE | AKE B K 451

Kunming Qingyuan R EEIR B 2K 178
85,747

Other payables are unsecured, interest-free and will be settled upon EfEN R AEER R EWRBZSEH T K

demand by these related parties. ER#EE -
(i) Contract liabilities dealt with a related party: (i) H-—FEBAIXINERBEGE:
2022 2021
2022 £ 20214
RMB’000 RMB’000
AR¥F T AREFT
KDI ERREMEE 3,184 =
(iv)  Financial assets at amortised cost (iv) LEEXKAFENEREE
2022 2021
2022 20214
RMB’000 RMB’000
AR¥F T ARBEFT
KADI EBHAREZERIKE 240,000 294,000
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38. SUBSIDIARIES

Particulars of the principal subsidiaries as at the date of this report and
during the year ended 31 December 2022 are set out below.

Place of operation/ Issued ordinary
incorporation and date  share/registered
Name of subsidiary of incorporation share capital
BE/AMBINY  BERGLER/
HWELAEE RERB LAY AREL
RMB 000
ARETT
Yunnan Reclaimed Water Industry Co., Ltd. PRC, 28 March 2002 10,000
(EE5KI£ER 2, Yunnan Reclaimed Water')
EETKIZARAD(EANK]) HE 200253 28R 10,000
Kunming Wastewater Treatment and Operation Co., Ltd. PRC, 15 June 2005 3,000
(BRATSKREEEARERLLT, ‘City Operation’)
BRATIKRRELERAAAA(ATER]) HE 200556 A15R 3,000
Kunming Dianchi Logistics Co., Ltd. PRC, 15 June 2005 11,200
(EHERA 7 ERETAE, Dianchi Logistics’)
BREERNAAREEAA(ERDH]) HE 200556 A158 11,200
Kunming Dianchi Water Treatment Occupation Training School  PRC, 26 October 2012 200
(EBEKRI2H £ 551212, ‘Dianchi Training
School’)
EREDKRREZEIER(EREANBL]) HE 2012510268 200
Xundian Dianchi Water Co. Ltd. PRC, 30 April 2009 10,000
(BEERKHER LA, Kundian Wastewater’)
FHELKBEERAA(BATKRRE) RE 200954 A308 10,000
Shidian Dianchi Water Treatment Co., Ltd. PRC, 21 July 2014 23,300
(& EHKBERAD T, ‘Shidian Water')
EAEEKBERAA(KAKE]) hE NUETRA 23,300
Yiliang Dianchi Water Treatment Co., Ltd. PRC, 4 June 2015 21,000
(BREDKHERL A, Yiliang Water')
AREBKBERLA(RRKH] hE 201556 A4A 21,000
Qujing Dianchi Water Treatment Co., Ltd. PRC, 13 August 2015 70,000
(BFEDKHERL A, Quing Water')
(Formerly known as Malong Dianchi Water Treatment Co.,
Ltd.)
BELBKBARAT(REKE]) HE 201558 A13R 70,000
(MaABEERKBERLR)
Fanchang Dianchi Water Treatment Co., Ltd.* PRC, 8 May 2014 30,000
(22821 7K7%5 R 2 &, ‘Fanchang Dianchi Water’)
LERERABARAA(EE AR KE)) HE 201455588 30,000
Zhuji Dianchi Water Treatment Co., Ltd. PRC, 30 November 2015 25,000
(BEEDKBERLA, Zhuji Water)
FEERKBERLA(HEKH]) hE 2015511 F30A 25,000
Suijiang Dianchi Water Treatment Co., Ltd. PRC, 9 December 2015 22,000
(&TERKHBRL A, Sujiang Water')
ZTERKBERAFA(RIKH] hE 2015512598 22,000
Ziyunxian Dianchi Water Treatment Co., Ltd. PRC, 12 January 2016 12,000
EHKBARD A, Ziyun Water')
SERDRABAERAAEERH)) RE 2016515128 12,000
Renhuai Water Treatment Co., Ltd. (C&E K HE AR L,  PRC, 5 January 2011 10,000
“Renhuai Water") (Formerly known as Guizhou Bafang Water)
CRELkBERAFA(EEKH]) HE 201151558 10,000

HFBEMNHKBEERAR)

38. MBLRA

RABEBBRREE2022512831B IEFEE - K

SETEMNBRRANFBLT

Proportion of nominal value of issued share capital/
registered capital held by the Company
FAABENCEGRE/EREANEE LA

Directly
Ei

100%

100%
100%

100%
100%

100%
100%

2021 Principal activities

021 & TEER
Directly  Indirectly
ER S

100% - Reclaimed water supply

100% - BEKEE

100% - Operation of wastewater
treatment facilities

100% - BKEEREHER

100% - Logistics and leasing services

100% - DRREERE

100% - Professional training services

100% - EERIRE

100% - Wastewater treatment

100% - BKEE

100% - Wastewater treatment

100% - -AKER

100% - - Wastewater treatment

100% - BKEE

100% - Wastewater treatment and
running water supply

100% - AKEERERKEE

100% - Wastewater treatment

100% - BKEE

100% - Wastewater treatment

100% - BKEE

100% - Wastewater treatment

100% - BKEE

100% - Wastewater treatment

100% - BKEE

100% - Wastewater treatment

100% - BKEE

Kind of legal entity
registered under the law

REEEEMNEAER

Limited liability

AREL
Limited liabilty

AREL
Limited liabilty

ERRE

Social organisation

Hehas
Limited liability

ERAE
Limited liability

ERAE
Limited liability

ERAE
Limited liability

EREf
Limited liability

ERAE
Limited liability

ERAE
Limited liability

ERAE
Limited liability

ERAE
Limited liability

BRAK
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38. SUBSIDIARIES (continued) 38. MIB A (&)

Proportion of nominal value of issued share capital/
registered capital held by the Company
ARARENBEGRS/ARERNEE L

Place of operation/ Issued ordinary
incorporation and date  share/registered
Name of subsidiary of incorporation share capital 2022 2021 Principal activities
2/EMAINY  CRALER/
HELAER RERBLAY AREA 2022 % 01 & T8%%
fu A0/ Directly  Indirectly Directly  Indirectly
AREFR R kS ER 3
Kunming He'ertai Environmental industry and trade Co., Ltd. PRC, 7 February 2002 10,000 51% 51% - Manufacturing and sales of
(BRAAZRRIEAERERLH, Heertai chemical products
Environmental’)
ERAMZRRIBARERAAMAERR]) FE - 200252A7R 10,000 51% - BEREERHEE
Shuangjiang Dianchi Water Treatment Co., Ltd. PRC, 8 October 2016 10,000 100% - Running water supply
(ETEHKHER 28, ‘Shuangjiang Water')
ETERABERAA(RIAE) HE 201651078 10,000 100% - Bk
Dian Chi Water Treatment (LAOS) Sole Co., Ltd. (‘Laos Water’)  LAOS, 22 August 2016 51412 - 100%  Wastewater treatment
EkB(ZR)EEERAFA(ERKHE]) %8 201658 5228 51412 - 100% J5KRE
Haian Qutang Dianchi Water Treatment Co., Ltd. PRC, 6 July 2009 2,000 100% - Wastewater treatment
(BRBEEDKHERL, Qutang Water)
(Formerly known as Haian Qutang Water Treatment
Co, Ltd. ERBESKERARAA)
BRaRLLkEERAH(TREAE]) R 2009%7A6H 2,000 100% - KEE
(MFBERMEKRRARAR)
Hongze Dianchi Water Treatment Co., Ltd. PRC, 6 March 2006 30,000 100% - Wastewater treatment
(AEEHKHEER LT, Hongze Water')
(Formerly known as Hongzetianying Water Treatment
Co, Ltd. XERBFKREARAEAA)
ERERKBERLA(REKH]) R 200653568 30,000 100% - KEE
(MFREERBIKREEREAAR)
Haian Libao Dianchi Water Treatment Co., Ltd. PRC, 7 July 2009 2,000 100% - Wastewater treatment
(BEZEEDKHERLT, ‘Libao Water')
(Formerly known as Haian Libao Water Treatment Co., Ltd.
BETERKRBARAA)
BRFERBKEERAA(£EXH]) R 2009%7A7H 2,000 100% - SKEE
(MFBEREEFKREARAR)
Liuyang Dianchi Water Treatment Co., Ltd. PRC, 21 April 2006 126,900 100% - Wastewater treatment
(BBEDKBER L, Liuyang Water')
(Formerly known as Liuyang Hongyu Water Treatment
Co, Ltd. AETETKBERA)
AREEABERAA(HEAH) RE 200654 R21A 126,900 100% - AKEE
HFRABTETKEERAR)
Kunming Dianchi Water Environment Monitoring Co., Ltd. PRC, 31 March 2017 5,000 100% - Water quality testing
(RRERKBREENERAR
‘Environment Monitoring’)
BREDKEREAENERAA(REEN) FE2017E3ANA 5,000 100% - KEHH
Kunming Dianchi Water Jizhen Co., Ltd. PRC, 11 April 2017 10,000 100% - Operation of wastewater
(BHENKBERSKRERRAF, Jizhen Water') treatment facilties
ERERABEESKREERAA(E4KE]) CERVIVEYRTLE 10,000 100% - AKEEREHEE
Leshan Debei'ao Water Treatment Co., Ltd. PRC, 11 August 2014 70,000 100% - Wastewater treatment
(BILEEEKBERLE, Leshan Water')
SUEARKBARAD(EUKE) B E2014F8F 1R 70,000 100% - AkERE
Zhuji Dongda Ciwu Water Treatment Co., Ltd. PRC, 22 July 2013 24,100 100% - Wastewater treatment
(REMEANSSKRESRAT, ‘Dongda Water')
FETRAREFKREERAA(RAKH]) hE 20135 7R 2R 24,100 100% - AKER
Liuyang Hongyu Thermal Power Co., Ltd. PRC, 12 March 2008 30,000 100% - Thermal production
(ABHEFAEHRA, ‘Hongyu Thermal’)
AETETREARAA(EFHE)) HE - 2008E3A128 30,000 100% - EER)
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Kind of legal entity
registered under the law

REZRERNENER

Limited liabilty
BREf
Limited liabilty
BRER
Limited liabilty

AREL
Limited liabilty

BREK

Limited liability

BREK

Limited liability

BREK

Limited liability

AREM
Limited liabilty
BRER
Limited liabilty

BRER
Limited liabilty

BRER
Limited liabilty

BRER
Limited liabilty

BRER
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38. SUBSIDIARIES (continued)

—_—

— &8

EHMBHEE

38.

BB B ()

Proportion of nominal value of issued share capital/

registered capital held by the Company
ARABENBEARA/EREANEE LY

Place of operation/ Issued ordinary
incorporation and date  share/registered
Name of subsidiary of incorporation share capital 2022
2/dMAINYE  CRALER/
WEARER RARAIAY EE VPR3
f 10/ Directly Indirectly Directly
AREFT R A& ER
Yiliang Dianchi Water Treatment Co., Ltd. PRC, 26 September 2018 40,000 100% 100%
(EREDKBER L, Yiliang Water')
BRAMKBAERDATERKH]) HE 201859526 40,000 100% 100%
Dianchi International Holdings Limited Hong Kong, 25 January 170,462 100% 100%
(B ER 2K ER 2, International Holdings’) 2018
ErARERERAD(RYERI) B 018515256 170,462 100% 100%
Luguan Dianchi Water Treatment Co., Ltd. PRC, 21 October 2019 3,000 100% 100%
(REEDKHERLT, Luguan Water')
BOEMKBARDA(RBKE]) HE 20195108218 3,000 100% 100%
Kunming Dianchi Solid Waste Disposal Resources Utilisation PRC, 22 February 2019 13,000 100% 100%
Co, Ltd. (RAEBEEREARCARARALLR
“Solid waste utilisation”)
RRELEBREERIARAREALRN(BARRE]) HE 201952/ 28 13,000 100%
Kunming Tongdu Dianchi Water Treatment Co., Ltd. PRC, 13 May 2008 5,000 100%
(RRADEDKBERLE, Tongdu Water')
(formerly known as Kunming Dongchuan Guozhen Sewage
Treatment Co., Ltd.)
ERADELKBARAD(AHKHE]) HE 2008555137 5,000 100%
MIBRENMRN B KRRERAR)
Putian Huake Environmental Protection Engineering Co. Ltd. PRC, 15 July 2009 50,000 100%
(BETENRRIBARAA,
“Putian Huake Environmental’)
ERTEHRRIEARAA(FATENRR]) RE 200957 A15R 50,000 100%
Zhaotong Dianchi Water Treatment Co., Ltd. PRC, 23 October 2019 100,000 100%
(FB@E K75 R 2, ‘Zhaotong Water’)
BEEBKBAERAA(REKHE]) RE 20195107238 100,000 100%
Eshan Dianchi Water Co., Ltd PRC, 3 July 2020 5,000 100%
(KB R A, ‘Eshan Water')
BB KBERAA (0 KH]) R 202057838 5,000 100%
Kumming Dianchi Solid Waste Disposal Co., Ltd PRC, 6 January 2021 30,000 100%
(EREEEENEERRETA A, Solid Waste
Disposal’)
BHAtAREIREARACAA(EARRIRE] HE 20151567 30,000 100%
Kunming Dianchi Water Construction Management Co., Ltd. @ PRC, 29 January 2022 4,900 =
EHANKBRREEFR R, Water Construction
Management’)
RRENKBRAEEERAA(RAER e HE - 202F1/298 4,900 -
Kunmnig Dianshui Vocational Skills Tranining School Co., Ltd.©  PRC, 4 January 2022 200 -
(BREKEEREIZRERLT, Dianshui Training
Schoool’)
REEKBXRESIZRARAR(ENER]) @ RE - 202%1548 200 -
& The subsidiary was disposed to the local government on 18 November #
2022, details are set out in note 40.
@ The subsidiaries were newly incorporated in the PRC during the year e

ended 31 December 2022.

RRAHREMBKBERMERLE 2022 FEHRE

2021 Principal activities

221§ TEEH
Indirectly
R

- Wastewater treatment

- KRR
- Investment holding

- RERR

- Wastewater treatment
- kRE

- Utilisation of solid waste

- EERENNA

- Wastewater treatment

- kRE
- Wastewater treatment
- AKRE
- Wastewater treatment

- KRE
- Wastewater treatment

- KRE
- Solid waste treatment

- EBRENRE

- Construction management

- IREERH
- Training services

- REREE

Z M B AR MN2022611 A18 B B & T3 5 KA -

BRI 40 -

ZE5KHBRARRE £2022F12A318 It FE R

o BT AE AR AL

Kind of legal entity
registered under the law

REERERNENER

Limited liability

AREL
Limited liabilty

AREL
Limited liabilty

AERAE

Limited liability

BRER
Limited liabiity

AREL
Limited liabiity
BRAR
Linited liabiity

BRAR
Linited liabiity

BRAR
Linited liabiity

AREM
Limited liabilty

BRER
Limited liabiity

BREH
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38. SUBSIDIARIES (continued)

None of the subsidiaries had issued any debts securities during the
year.

The English names of the PRC companies are translated for
identification purpose only.

39. COMMITMENTS UNDER OPERATING LEASE
The Group as lessor

The Group leases its investment properties to third parties under
operating leases with a lease term of 1 to 10 years (2021: 5 to 8
years).

Below is a maturity analysis of undiscounted lease payments to
be received from the investment properties subject to an operating
lease. The future aggregate minimum rental receivables under non-
cancellable operating leases are as follows:

15 R
F1FEF2F
FE2FEE3F

Within 1 year
Over 1 year and within 2 years
Over 2 years and within 3 years

Over 3 years and within 4 years FIFEFL4EF
Over 4 years and within 5 years FAFEZESF
Over 5 years E5F 1%

38. MiEARGE)

FAMEHNBRARBTEMNEBES

FREARMEXEEBEFEMRIIN M-

39. RETHERIE
AEEESHBA
AEMBRBECEHESEREYELBTFE=H

HESMN FN1E104(2021F : 5E8%F) °

NTRATFEEHENREMER T WREA R
AHEHENFEZZHRALNT - RETCARELZH
EMBRRERKESEENT :

2022 2021
2022 20214
RMB’000 RMB’000
AR#®TF T ARETT
12,503 13,855
12,677 14,026
12,070 13,532
10,647 10,583
11,239 10,583
12,773 23,904
71,909 86,483
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FOR THE YEAR ENDED 31 DECEMBER 2022 & Z£2022%12A31H [t FE

40. DISPOSAL OF A SUBSIDIARY 40. HE—RBEWEBLA

On 18 November 2022, the Group disposed of its entire interest in 72022411 A188 - A& E A H WF H E H B
Fanchang Dianchi Water to the local government at a consideration of ZEZ2EMKEHN 2 ER BREXSTHEDH A A
approximately RMB56,247,000. R ¥ 56,247,000 7T ©

The assets and liabilities of Fanchang Dianchi Water disposed at ZEZEMWKBREBEHNEEL BB
completion date comprise of:

RMB’000
ARBTFT
Property, plant and equipment THE IBLERE 5,919
Receivables under service concession arrangements R EEHE T EKRNKE 110,925
Intangible assets | EE 1,894
Deferred tax assets EEHBEE 40
Trade and other receivables JE U5 BR SR K H b FE U R 14,796
Trade and other payables FE 1 BR 3k I H A JE < R (95,123)
Deferred tax liabilities EERIEAE (2,090)
Net assets disposed of EHEZEEFE 36,361
Gain on disposal of a subsidiary HE—BEMBARZWE
Cash consideration received EWRERE 53,950
Consideration receivables EWRE 2,297
Net assets disposed of BEHEEEFE (36,361)
19,886
Net cash inflow from disposal of a subsidiary: HEMBRAAELEZRERANEE
Cash consideration received FAEBKRRERE 53,950
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41. STATEMENT OF FINANCIAL POSITION OF 41.

THE COMPANY

Information about the statement of financial position of the Company at

the end of the reporting period is as follows:

Non-current assets

Investment properties

Right-of-use assets/land use rights
Property, plant and equipment

Receivables under service concession arrangements

Amounts due from customers for construction

¥RBEE

REME
EREEE/TEMRE
TBE  IHMEZE

RS LS T 0 BURFKIR
Bl EPEERRKX

contracts
Contract assets ANAE
Intangible assets mEEE
Investments in subsidiaries TERWE R A
Investments in associates & R BEE R A
Deferred tax assets IR T # 18 & B
Current assets mMBEE

Amounts due from customers for construction
contracts

Inventories

Financial assets at amortised cost

Trade and other receivables

Cash and bank balances

Restricted funds

B EFPZEERRK

FE
NEHEK A ENEREE
R W AR R B EL A R

B RIRITHER
EREES
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ERAMBRR R

2022
20224
RMB’000
AREFT

263,658
398,602
2,306,254
731,862

591,390
109,121
257,145
1,085,754
6,526
59,789

5,810,101

27,941
2,164
240,000
4,334,427
87,095
181,193

4,872,820

FERBERRARAUBARARAKT2EHDOT

2021
20214
RMB’000
ARETTT

263,126
411,351
2,380,476
1,226,304

416,944
231,408
8,065
977,635
12,793
56,770

5,084,872

22,177
2,369
294,000
3,455,397
1,291,819
49,650

5,115,412
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41. STATEMENT OF FINANCIAL POSITION OF 41. AR AMBERAEK(E)
THE COMPANY (continued)

2022 2021
20224 20214
RMB’000 RMB’000
AR#FT ARETT

Current liabilities nBa®
Trade and other payables FE A BR 3% I H Ath JE < 3K 1,422,199 2,456,355
Contract liabilities ERAE 1,362 1,941
Tax payables FE A B IR 46,911 61,847
Borrowings & 3 3,332,767 2,378,226
Financial liabilities at FVPL LAREBEETAERN
TR BE 110,450
4,803,239 5,008,819
Net current asset RBEEFE 69,581 106,593
Total assets less current liabilities HEERTBAR 5,879,682 6,091,465
Non-current liabilities ERBEE
Deferred revenue 5 & IR = 229,790 243,894
Borrowings & 1,449,163 1,843,893
Deferred tax liabilities BEERIBEEE 7,081 =
1,686,034 2,087,787
NET ASSETS EEZFHE 4,193,648 4,003,678
Capital and reserves EEARKE
Share capital f& 75 1,029,111 1,029,111
Other reserves (Note) H fth 7 8 (A 7)) 1,596,158 1,566,869
Accumulated profits (Note) B 17 Wz (K 7%) 1,568,379 1,407,698
TOTAL EQUITY WA 4,193,648 4,003,678
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41. STATEMENT OF FINANCIAL POSITION OF 41. ARAMHBRARE)
THE COMPANY (continued)

Note: Kt -
Reserves movements of the Company ARARRKEEE
Other reserves
H i
Statutory Property Accumulated
Share premium reserve reserve Total profits
MEER

A EERE B CE BHERE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AREBTT AREBTT ARETT ARETT

At 1 January 2021 ®2021%€1H18 1,283,440 252,356 9,658 1,545,454 1,389,915
Profit for the year FEAE - - = = 214,146
Transfer to statutory reserves RIVET H = 21,415 = 21,415 (21,415)
Dividends DK E = = - - (174,948)
At 31 December 2021 and %20214512A31H
1 January 2022 ®2022%1A1H 1,283,440 273,771 9,658 1,566,869 1,407,698

Profit for the year FEMHE = 292,881

Transfer to statutory reserves REVEE & 29,289 (29,289)
Dividends 2k 8 (102,911)

At 31 December 2022 #2022 £12 A31 H 1,283,440 303,060 1,596,158 1,568,379

42. EVENTS AFTER THE REPORTING PERIOD 42. BREWERER

There was no significant events affecting the Group after the yearend RERZBEHEEZEARETHEH HEFZELXEED
up to the date of this report. BEREHE-
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CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

$+=%

During the Reporting Period, the Company has complied with the
“comply or explain” provision set out in the “Environmental, Social and
Governance Reporting Guide”.

In order to enable stakeholders (including shareholders, investors,
regulatory authorities, customers, employees, partners and
communities) to understand the Environmental, Social and
Governance (“ESG”) Reporting Guidelines (the “ESG Guidelines”) of
the Group, this report has been prepared. We hope this report would
allow investors to better understand the Company’s performance
in environmental, social and governance aspects, so as to improve
its management system and efforts in promoting sustainable
development system. This report covers the period from 1 January
2022 to 31 December 2022 (the “Reporting Period”). The reporting
scope of this report covers the core business of the Company and its
subsidiaries.

In preparing the environmental, social and governance report, in
terms of the principle of materiality, we considered the significant
economic, environmental and social impacts caused by the Group
after taking into account the nature and development of the Group’s
business, and identified the current major sustainability issues
through communication with stakeholders. In terms of the principle
of quantitative key performance indicators (KPls), where practicable,
we have adopted a quantitative approach to disclose the Group’s
environmental and social KPIs; and the reporting methodology for this

report remains consistent with that of 2021.

RE - HERERRE

BEHAR ARACETEBRE HERER
WEHESDEI S [N ETHRERE] FE -

AR RSN B (RERERERESE &EF
BE - BEF -BI AEEH HE)THEASER
RIE 1t g REAR(ESG]) k4 45 3/ ((ESGHE 51 ))
WETAKE RAFEBEBENRE FEAR
BEE—FTHREBRAARE HLEeNERIE
WES USSR EEREEBR BB
BEERES - AREREHR A2022F1818 2
2022F 12A3MBU(HERHD - AR EMNEREE
MERNARIREWE AR AR LER-

ERBERRE HekEoRsERh HEEMLFRAUS
H #MECAEEEXBEENER E84A5E
HEX REMMENEATZE ARBBERFND
ENER BB NNEATREERZAE TH
REBEEECRATEH  EATHERT &M
KAEBEOOTABRBEAEBENREN L ERRSE
BIER  AMEMER T EH2021FERET —H -
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CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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E RE-HEREREE

The Board is responsible for evaluating and determining the ESG
structure, policies and risks of the Group and it has included the ESG
matters in the risk management and internal monitoring system of the
Group. The Company has established an environmental protection
task force consisting of senior management and persons in charge of
each of the Company’s major departments, which is responsible for
organisation and management of the Company’s regular environmental
protection task and the regular standard operation of the environmental
management system. Each subsidiary and business unit is responsible
for the implementation of the Company’s environmental, social and
governance policies, reporting to the Company’s dedicated safety
and environmental protection management department on relevant
problems identified in the course of implementation, and receiving
guidance from such department on matters within its delegated
authority. Where there are deviations from the relevant policies,
the safety and environmental protection management department
shall report to the environmental protection task force and, after
consideration and assessment, senior management shall raise specific
issues with the Board to discuss and obtain guidance from the Board
on relevant matters, so that the relevant policies can be improved
and measures can be put in place. Management has confirmed that
the system of environmental, social and governance is effective. Both
the management and staff of the major subsidiaries and functional
departments have participated in preparing the ESG Report, assisting
the Group to review its operations and identify relevant ESG matters
as well as evaluating the importance of the above to our businesses
and to each stakeholder.

The Company’s main businesses are wastewater treatment and supply
of reclaimed water and running water. In view of the characteristics
of the industry and the important factors identified in our daily
operation and management activities, we consider that the amount of
sludge generated and its harmless treatment and disposal, and the
compliance of effluent with the discharge standards are important
factors of environmental impact.
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A. ENVIRONMENT

Since its inception, the Company not only protects resources and
the environment through carrying out green business, but also plants
green living idea in the mind of our employees which are carried
through in every process of our production and operation. Based on
the management system specifications such as GB/T24001-2016
“Environmental Management System Requirements and Guidelines”
(KEREEEBRERKRKFA]EM)), GB/T19001-2016 “Quality
Management System Requirements” ((& £ & I #2 X £ 3k)) and GB/
T45001-2020 “Administrative System Requirements on Occupational
Health and Safety with Guidance for Use” ((Bt (@B 2 B 2
RERNERER
upgrade the Company’s standardised environmental management

)).etc., the Company continues to improve and

system in line with the characteristics of the Company and the industry,
so as to continue to strictly comply with and implement relevant
laws and regulations and the requirements of industry regulations
through measures such as improving business control and optimizing
process operation to reduce the impact of waste, wastewater, exhaust
gas, noise on the environment, so as to encourage green office
practices and promote green development through our own efforts
and inconspicuous actions. The Company keeps paying attention to
environmental policies and information, and helps its staff comprehend
the latest applicable environmental laws and regulations, policies,
industry trends and domestic and international best practices in the
industry through our internal management procedures. During the
Reporting Period, the Company was not aware of any violation of
the environment-related laws and regulations that caused significant
impact on the Company.

We have formulated a relatively complete emergency plan for sudden
environmental events and established a continuous improvement
mechanism to ensure the applicability of the emergency plan. We
focus on identifying and evaluating various major environmental risks
affecting production operation. Risks are monitored and identified
in a timely manner by all factories, each section (team), operators
in different levels at the production stage based on the risk level
of the source of environmental risk and the extent of impact on the
environment to take corresponding measures to control environmental
risk factors.
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The Company equips itself with equipment and facilities in strict
compliance with relevant laws and regulations and industry standards
to formulate and continuously revise and improve the Company’s
“Environmental Protection Work Management Measures (Trial)”({ &
HRE T EE B ¥ A (H 17)))by taking into account the actual
production of each business segment of the Company. The Company
has adopted new technology, new processes and new materials,
and strictly abided by the “three simultaneous principles” that safety,
occupational health, environmental protection and fire safety facilities
of construction projects should be designed, constructed, put into
production and used at the same time as the main project to improved
the working environment, reduces the risk of environment pollution
through technology advancement and strengthened management
of environmental protection. The Company has established sound
environmental risk inspection system and operation regulations,
defined management responsibilities, strengthened hazard detection
and governance and other management measures, strengthened
daily identification and management and control of risk sources.
The Company has established a special agency and arranged staff
responsible for safety and environmental works, established daily
checking system to ensure record-keeping with integrity and achieve
safety production purposes through timely rectification. Employees
in various categories are able to familiarise with the requirements
of environmental management and operation of their posts through
strengthened education and training for employees of various levels
and categories. We enhanced the environmental awareness and
skills of the employees, ensured normal operation of production
and management to give full play to the role of sewage treatment
facilities in intercepting and treating pollution, avoided and reduced the
destruction and losses of natural environment and social environment
brought by sudden environmental events, guaranteed the safety of
lives and properties of the Company, the society and the employees.

A1. Emissions

As an enterprise that engages in pollution control and environmental
protection, the Company takes sustainable development as its
guiding principle and takes the impact of projects on the environment
into consideration in its business decision-making, instead of solely
pursuing economic efficiency. The Company pays attention to the

harmonious coexistence of human and nature.
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Within the scope of the Company’s business, all the emissions are
processed in strict accordance with the “Environmental Protection
Law of the PRC” ({2 A K £ M B 38 55 R # )X)), the “Pollutants
Discharge Standard of Urban Sewage Treatment Plants” ({3 $& 5 7K
B IR RS A ) BE BUIZ %)) (GB18918-2002), the “Evaluation Standard
of the Operating Performance of Urban Sewage Treatment Plants”
((HE S KEERESE L EFEIZRE)) (CIJIT228-2014) and other
relevant laws, regulations, and standards. Our sewage treatment plant
in Dianchi Lake Basin has completed upgrading and reconstruction
in 2011 and its effluent quality has reached Class | Standard A
standard. In particular, the main effluents such as Chemical Oxygen
Demand (COD), Total nitrogen (T-N), Total phosphorus (T-P) and
Ammonia nitrogen (NH3-N) were 72%, 48%, 86% and 95% lower than
the emission limits of national Class | Standard A standard in 2022,
respectively.

1. Exhaust gas

During our production and operation, exhaust gas is mainly generated
from sewage treatment. In the process of transportation and
purification of wastewater, odor, methane and other gases generated
by water flow turbulence, microbial reaction, sludge treatment and
other activities are small in quantity, instead of main emissions of the
Company. Our exhaust gas is targeted to meet the Class Il standard
set out in the “Ambient Air Quality Standards” (( RRE & = R 2
42 ))(GB3095-2012). The Company collected and treated exhaust
gas generated during operation through process technologies such
as ion deodorisation and biological deodorisation and monitored the
concentration of exhaust gases. During the Reporting Period, the
emission concentration of hydrogen sulfide, ammonia, methane and
odor were 0.009mg/m?, 0.09mg/m?®, 0.0005% and 11 (dimensionless)
respectively, all of which were below the emission limit and met the
national emission requirements.

The greenhouse gas directly generated in the production and
operation process of our main business was limited, mainly from the
fuel consumed by sludge transportation and a small part from the fuel
consumed by production and office, while indirect greenhouse gas
emissions mainly came from consumption of purchased electricity and
energy. During the Reporting Period, direct greenhouse gas emissions
were calculated as CO;, equivalents of 3,215 tons and indirect
greenhouse gas emissions were calculated as CO; equivalents of
233,740 tons. Gases such as nitrogen oxides, sulfur oxides and carbon
dioxide, etc. are not characteristic pollution factors of our industry and
their emissions are extremely limited, making them difficult to measure.
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Although the exhaust gas is not the main and direct emissions
of sewage treatment, the Company has continuously optimised
treatment technology, standardised production process and minimised
generation of exhaust gas in order to reduce the impact of exhaust
gas. The Company strengthens greening arrangement of the plant
area through plant greening of isolation around the source of odor gas
to ensure normal operation of biological and ion processing facilities
by collecting and treating exhaust gas. The Company also expands
the scope of monitoring by adopting quarterly monitoring to monitor
the concentration of hydrogen sulfide, ammonia, methane and odor in
the plant area. As regards indirect greenhouse gas emissions resulting
from the use of fuel oil for sludge transportation, we are constantly
optimising our sludge disposal and transportation solutions for each
production area during the production process in order to reduce the
use of fuel oil and thus reduce greenhouse gas emissions.

Electricity is the main energy for our production and operation. While
continuously improving the quality of operation and management,
we encourage support for innovations of improvement in energy
conservation and consumption reduction, and prioritise the use of
energy-saving and environmentally friendly equipment in production
management by setting up special project awards to reward units
and individuals who have made outstanding contributions in energy
conservation and consumption reduction. The Company is currently
working on a distributed photovoltaic power generation project at
the wastewater treatment plant to reduce indirect greenhouse gas
emissions by using clean energy. At the same time, the Company
actively responds to the national energy conservation and emission
reduction publicity work, formulates work plans and programs and
publicises and cultivates employees’ energy conservation habits.
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2. Wastewater

The Company’s main business is sewage treatment, operation of
water supply facilities, reclaimed water utilisation, etc. We receive
wastewater and reduce the waste in it by way of treatment and
purification, in order to minimise the impact of wastewater on the
environment and protect the ecological environment of rivers and
lakes. According to the “Implementation Plan for the Key Tasks of
Protection and Treatment of Dianchi Lake in 2022” (CE i (R # )4 32
2022FE X E T EE 1 B i /7 %)), the pollutant reduction targets for
the Company’s main operating and production areas (the operating
wastewater treatment plants in the watersheds of Dianchi Lake)
during the Reporting Period were to reduce a total of 145,000 tons of
chemical oxygen demand, 3,600 tons of phosphorus and 14,400 tons
of nitrogen. The reduction targets for other production areas of the
Company are subject to the requirements of the discharge permits
issued by governmental departments for each wastewater treatment
plant. We strictly control the effluent quality through measures such
as optimisation of each process section, real-time data monitoring and
enhanced monitoring of influent and effluent water quality. In 2022, the
total chemical oxygen demand reduction of all operating wastewater
treatment plants of the Company was 166,000 tons, ammonia nitrogen
reduction was 16,200 tons, the total phosphorus reduction was 4,000
tons and the total nitrogen reduction was 16,700 tons.

Wastewater generated in our operation includes domestic sewage,
backwash water of equipment and some water for forestation in our
plants. All the wastewater will be transferred to sewage treatment
plants collected either by circulation networks or by municipal pipe
network and then discharged if they meet discharge standard after
treatment.

During the Reporting Period, the emission of Chemical Oxygen
Demand (COD), ammonia nitrogen (NH3-N) and total phosphorus (TP)
of our main business of wastewater treatment was 11,528 tons, 239
tons and 75 tons, respectively.

H+=% BE HEREAEBE

2. RE ok

RO ETLERAESKERE HAREEL BE
KFAE - RMERSKLETEE Fh - 5K
EOKFHEEAY BERLFRKERENVE R
A £ RRIRIE - IR BRCE MR &R 2022 F £
EITEABERIR) REHAN RAETELE
FEBBCEM RS EENSKEER MNS5LY
B B2 AtE2ETRE1458 M A B0.36 5 1 -
BA144ENE - A a) H4h 4 E &8 A B S El R LA B
I EN S SKEEMBESHAERTRE-
BMBABYSIERTIEE( EREEET N
R R KKBEERSHEE  REES HKKE -
2022%F  ARIEEMASKEERALBESS
BB 2 A166EME - [UAEI R E A1.628 M - 25
HIR 2 R04EW  BRHENEA167TEN -

BMEEBELETPEENBERELEESK RBRE
KRB BEZCRAK SLEKAKENE
REBUER EMRSKEEXRBERRLEIER
PR RETHREBREREASKEERER
BE IR IR BERA

RAREHE BEMETESKEENLETEE
(COD): &€& @W(NH3-N) X @ B (TP)BE W =E » Bl &
11,528 8F ~ 239 FN 75 W o

BREMKBERHARLE 2022 FEHE 317



318

CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

£+=5 RE - HEREBRE

3. Sludge

In 2022, we produced dry sludge of 89,000 tons in aggregate during
the production and operation, and the dry sludge produced in the
treatment of every 10,000 tons of wastewater was 1.1 tons.

We strictly adhere to the relevant laws and regulations and required
standards such as the “Solid Waste Pollution Prevention and Control
Law” (as amended in 2020) (<[& &8 £& ¥ )5 2 R FE B7 )6 /&) (2020 4 &
71)), the “Quality of Sludge for Municipal Wastewater Treatment Plant”
(GB 24188-2009) (< #8 )5 7K Bz 22 &% )5 /& B ) (GB24188-2009)), the
“Control Standard for Agrlcultural Sludge Pollutants” (GB4284-2018)
(CERBBERE &Y ESIZ%) (GB4284-2018)) and the “Sludge
Disposal Criteria for Mun|C|paI Wastewater Treatment Plant” (DB5301/
T48-2020) (KW HEB/KEEMS R ER E A &) (DB5301/
T48-2020)) and conduct inspection on the quality of sludge at least
quarterly. Subject to the requirements under the management system
on measurement, transportation and disposal, we ensure the sludge
treatment process to be in compliance with the national standards
and criteria. With the goal of meeting the requirements set out in the
Pollutants Discharge Standard of Urban Sewage Treatment Plants
(B8R 95 K B2 3B RS 2 W) HF B R #£)) (GB18918-2002) that the
sludge of urban wastewater treatment plants shall be dehydrated
and the moisture content of the sludge after dehydration shall be
less than 80%, we are committed to reducing the impact of sludge
on the environment. The moisture content of sludge is tested and
monitored every day and sludge dewatering process parameters are
adjusted in time so that the moisture content of sludge can be steadily
reduced and sludge production can be decreased. The construction
of sludge source reduction facilities has helped us achieve 33,000
tons of sludge reduction. Meanwhile, we aimed to achieve a 90% or
higher rate of harmless disposal of sludge as set out in the National
Action Plan for Water Pollution Prevention and Control, continued on
harmless disposal of sludge and resource utilisation, and reduced
the environmental impact of sludge treatment and disposal through a
combination of technical approaches such as dehydration, intensive
dehydration, anaerobic digestion + drying and aerobic composting as
well as disposal approaches of sludge land utilisation and recycling
as building material. During the Reporting Period, the rate of harmless
disposal of sludge in our main production areas reached 99%. In
addition, by implementing the forestry substrate soil resource utilisation
project, we transform sludge into usable nutritional soil resources
used in mine ecological restoration, seedling cultivation, gardening
and landscaping. This brings considerable ecological benefits to soil
erosion, water conservation and other aspects, thereby achieving
simultaneous improvement in economic, environmental and social
benefits and contributing to sustainable development of the city, the
society and the economy.
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4. Other wastes

The non-hazardous waste generated by the Company in the production
and operation process is mainly wastepaper. Due to the small amount
of production, there is no target and statistical data on the production
amount of non-hazardous waste generated. We reduce generation of
non-hazardous waste through source control. In 2022, we purchased
10.78 tons of paper according to schedule. At the same time, we
adopted highly efficient and environmentally friendly printing and
scanning equipment to promote paperless office and reduce paper
use. We encouraged paper to be printed on both sides to reduce paper
waste. As for the hazardous waste oil produced during the operation of
machinery and equipment and the hazardous waste liquids generated
in the process of examination, they are the main sources of hazardous
waste. The Company sets up waste holding areas according to the
relevant national regulations and the measures to prevent wind
dispersal, leakage and runoff, and commissions the qualified third
parties to dispose the waste by batch. The total amount of hazardous
waste in 2022 was 74.38 tons which was entrusted to a third-party
compliance unit for unified disposal.

The Company will continuously strengthen maintenance and
management of mechanical equipment and inspection instrument, use
equipment oil and inspection liquids on a reasonable basis and update
mechanical equipment and inspection instrument in a timely manner to
keep them in a stable working condition to reduce the amount of waste
oil and waste liquids.

A2. Use of Resources

Dianchi Water is a leading wastewater treatment and reclaimed water
supply services provider in Yunnan Province, the PRC. As “finished
products”, our outlet water strictly complies with the relevant national
and local standards such as the Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant ({3 3 55 7K & 32 B 55 2 ¥ #F
2 %)) without using resources such as packing materials. The raw
water of the Company’s water supply business is obtained from water
sources designated by local governments. Therefore, we do not have

any water sourcing issues.

The Company advocates the use of video conferencing, and supports
long-distance, real-time information exchange and collaborative
conferences with multi-media technologies such as real-time audio
and video, so as to reduce office costs, improve work efficiency and
promote a low-pollution and low-emission green office.
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The Company fully implements budgetary management in respect
of energy, water resources and other raw materials by formulating
budgetary indicators, decomposing them at various levels and
conducting daily monitoring as well as arranging monthly statistical
analysis on their consumption. The Company formulated a target
evaluation mechanism and strived to improve its resource utilisation
rate through process supervision.

1. Energy consumption

Electricity costs account for a relatively large part of the production
costs of water enterprises. Kunming Power Supply Bureau of Yunnan
Power Grid Company Limited is our main power supplier. In 2022,
all the factories operated by the Company consumed electricity of
approximately 290,000 thousand kWh in aggregate.

Based on the actual loading rate of each sewage treatment plant
and the different characteristics of the treatment process, we have
formulated the control targets for energy consumption rate of each
wastewater treatment plant respectively per tonne of wastewater
treated. In 2022, we set an average energy consumption target of
approximately 0.32 kWh per tonne of wastewater treated for the Class
1A process at each water purification plant in the main urban area of
Kunming and around the lake (based on the weighted water treatment
volume of each plant in the main city and around the lake, combined
with the weighted average of the control target value of each plant). In
order to increase energy utilisation rate and effectively reduce energy
consumption, the Company actively organised all plants to explore
and implement energy-saving and efficiency-enhancing technologies.
In view of the operational characteristics of the plants and the actual
water quantity in the rainy and dry seasons, the Company continuously
optimised the operation and management of major energy-consuming
equipment and process sections such as lifting pump, air blower,
mixer, aeration system and sludge dewatering system, and carried out
variable frequency control modification on high-powered equipment
such as air blower and feed pumps, in order to improve the operational
efficiency of the equipment. In 2022, the average energy consumption
rate per ton of wastewater treated of the wastewater treatment plants
of the Group (including subsidiaries) in operation was 0.30 kWh,
representing a 3% decrease compared with that of 2021. The Company
actively conducted power marketisation transactions and gave priority
to wind electricity and electricity supplied by hydropower plants, which
not only used clean energy, but also reduced its electricity cost.
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The Company encourages all its staff to save energy during work
hours. The Company also encourages its staff to use electric vehicles
fueled by clean energy and public transport. We have completed the
installation of new energy vehicle charging piles in certain plants and
will give priority to new energy vehicles when purchasing new company

vehicles.

Water consumption

The Company’s daily water supply is mainly provided by the local
water supply company. During the Reporting Period, it had effective
access to suitable water sources to ensure that the water quality
meets the water requirements. In 2022, all the factories operated by
the Company consumed running water of approximately 279,000 tons
in aggregate and water consumption per ton of sewage treatment is
0.35 kg. Our running water consumption is mainly for daily office use
and a small amount of water for chemical mixing. In order to reduce
running water consumption, we mainly used reclaimed water produced
on site for equipment back flush and other production processes that
consume large amount of water, and thus did not set any target for
running water utilisation efficiency.

The Company has Kunming’s only reclaimed water distribution system
in the main urban area, and the production of the reclaimed water
supply business has increased year by year. The Company’s reclaimed
water, which has been widely used for landscaping, cleaning roads,
industrial production and recharging riverway and waterscape, has 549
company subscribers. As of 31 December 2022, the Company had 12
wastewater treatment plants producing reclaimed water, with a total
designed daily production capacity of 236,500 m®. Reclaimed water
customers of the Company mainly include commercial and industrial
establishments, enterprises and public institutions and other entities in
Kunming.
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A3. Environment and Natural Resources

The Company performs environmental impact assessment on all the
projects constructed according to the relevant laws and regulations of
the PRC. The Company applies “simultaneous design, construction
and operation” acceptance check as required after a project has been
put into operation to ensure that the construction and operation of
the project meet the requirements of the relevant laws, regulations
and policies. For wastewater treatment, the principal business of
the Company, with the support of research and development, the
Company improved its waste removal efficiency and reduced resource
consumption by adopting measures such as technical innovation
and process and operation optimisation. For example, after applying
its proprietary technologies and over the limit phosphorus removal
technology, Kunming No. 1 Water Purification Plant’s effluent BOD
(Biochemical Oxygen Demand) level decreased by 56%, COD level
decreased by 47%, TN level decreased by 29%, TP level decreased
by 86% and NH3-N (Ammonia nitrogen in the form of Water with free
ammonia (NH3) and Ammonia ion (NH4+)) level decreased by 90%
from 2012 to 2022. Kunming No. 2 Water Purification Plant’s energy
consumption decreased by 40%, effluent BOD level decreased by
58%, COD level decreased by 51%, TN level decreased by 23%, TP
level decreased by 58% and NH3-N level decreased by 66% from 2012
to 2022.

Driven by technological research and development, the overall effluent
quality of our water purification plants in Kunming main city area
improved significantly: BOD decreased by 52%, COD by 46%, TN by
34%, TP by 81% and NH3-N by 81% from 2012 to 2022, which greatly
reduced the pollution load brought by the tail water from wastewater
treatment plants to natural water. Energy consumption of our water
purification plants in Kunming main city area decreased by 21% from
2012 to 2022. As of 31 December 2022, 98% of the Company designed
wastewater treatment capacity reached the National Class | Standard
A standard.

For pollution sources that produce noises during the production
process, such as fan equipment, the Company has taken measures
such as installing blimps to reduce their impacts on surrounding
environment. The Company strictly implements a running time from
8:00 a.m. to 10:00 p.m. for the dehydration machine rooms in its
production operation units close to residential areas while night running
is strictly forbidden, so as to minimise the impacts on environment. At
the same time, the Company has a well-established testing system to
obtain noise level which is used to guide its production.
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Ad4. Climate Change

Addressing climate change has become a global public issue, and
climate change will have an impact on all industries. Addressing
climate change has become a global public issue, and climate change
will have an impact on all industries. The Group has incorporated
climate change governance into its ESG management framework,
identifies the risks posed by climate change and formulates
corresponding countermeasures. In addition, it also conducts
self-inspection on the compliance of its business under the carbon
peaking and carbon neutrality policies and conducts research and
planning on the opportunities of green development brought by carbon

trading in the future.

The Company owns or operates wastewater treatment plants,
reclaimed water plants and running water plants in various regions
of the PRC and Laos. Based on the nature of our business and the
conditions of the water plants we operate and manage as well as
the local climate, we identify the impact of climate on our day-to-day
operations and management, and formulate corresponding emergency
plans with clear emergency measures to deal with the adverse impact
of extreme weather on production and operations.

In our day-to-day operations, we recognise that urban flooding caused
by short periods of heavy or prolonged rainfall can have a significant
impact on our wastewater treatment plants. Urban flooding can cause
a rapid increase in the volume of water flowing into our plants over
a short period of time, which may exceed the operating capacity of
our plants, thus causing damage to our plants or increasing the risk
of failing to meet the effluent quality standard. To address this risk
source, we have developed relevant emergency plans. In particular,
before the onset of the rainy season in each area where our water
plants are located, we prepare the appropriate flood prevention
materials and organise emergency drills for our staff so that they have
a clear understanding of the measures they should take in the event
of such a situation. In addition, we monitor the warning information
issued by the local meteorological authorities in real time and make
arrangements in advance to ensure that the relevant measures are
taken in a timely, appropriate and effective manner. When the volume
of water flowing into our water plants continues to increase within a
short period of time and is expected to exceed the treatment capacity
of the plants, we will communicate with and report to local regulatory
authorities in a timely manner and make adjustments to the production
process in order to reduce the risk of failing to meet the effluent quality
standard of water plants.
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In addition, we have conducted research on the fluctuation of water
temperature in various operating wastewater treatment plants due to
climate changes throughout the year. We have, in particular, assessed
the change in efficiency of each treatment unit under the influence
of low temperature in winter, formulated corresponding measures to
address the relevant risks, conducted staff training in advance and
activated corresponding countermeasures to ensure that the effluent
disposal meets the discharge standards.

In response to the national policies related to carbon emission
reduction and carbon compliance, we have also accelerated the
development of the distributed photovoltaic power generation project at
the wastewater treatment plant to increase the use of clean energy. In
terms of supplier selection, factors related to low carbon operation and
environmental protection are also taken into account in the selection
process. Through energy conservation and consumption reduction and
the use of clean energy, we reduces carbon emissions and promotes
green corporate development.

B. SOCIAL

The Company strictly complies with applicable laws and regulations
on labour protection such as the “Labor Law of the People’s Republic
of China” ({# #E A R £ 1 B 4 &) %)), the “Labor Contract Law of
the People’s Republic of China” ({2 A R £ F1 & % & & [ %))
and the “Social Insurance Law of the People’s Republic of China” ({#
EAREXMEHLE
are against any recruitment discrimination concerning age, marital

& B2 7% )) to guarantee equal employment. We

status, race, social status, religious belief, disability, gender, sexual
orientation or political background etc. The Company and related
subsidiaries strictly comply with various national laws and regulations
in relation to human resources. Employees are legally entitled to the
benefits, remunerations and holidays required by relevant laws. The
Company establishes the “Interim Measures for the Administration
0N E I T {79945 )) and the “Rules for the
Implementation of the Provisional Staff Recruitment and Staff Mobility
Regulations” ( ETHRERXAB RS ETHEZERMA)), etc. to
satisfy the arrangement on the recruitment, internal transfer, dismissal,

on Remuneration” (¢

training, promotion, performance evaluation, and remuneration and
benefit of employees, and ensure that no employees are discriminated
due to race, age and gender, etc. Besides, the employment of child
labor is strictly prohibited and we are against forced labor of any kind,
striving to let all the employees work in an equal and harmonious work
environment.
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The Company provides training to promote ethical standard and
provides complaint channels to allow our staff to make a confidential
complaint. Through staff participation, training, reward and other
promotion activities of safety awareness, we provide our staff with
a healthy and safe working environment. We also provide safety
equipment to staff and organise regular physical examinations for our
staff in order to prevent them from occupational harm and occupational
diseases.

B1. Employment

We have comprehensive human resources policies covering
recruitment, remuneration, staff benefits, and performance etc. and
strictly abide by applicable laws and regulations on labour protection
to guarantee equal employment. The Company is against any
recruitment discrimination concerning age, marital status, race, social
status, religious belief, disability, gender, sexual orientation or political
background etc. The Company guarantees equal opportunity and
fair treatment for all levels of staff and job applicants in recruitment,
internal transfer, dismissal, training, promotion, performance evaluation
and remuneration. Besides, we have the same remuneration structure
for both male and female staff.

1. Recruitment

In terms of personnel recruitment, the Company strictly follows the
regulatory requirements of higher authorities and relevant internal rules
and regulations, employs talents based on the principles of openness,
fairness, competition and selection, and publicly recruits in the society.
The Company also strictly enters into labour employment contracts
with employees in accordance with labour laws and regulations to
effectively protect the rights and interests of employees.
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2. Remuneration

The Company has established a competitive salary system based
on the importance of an employee’s position and by reference to the
operating strategy of the Company and the industry and the region’s
salary level. Besides, the Company strictly follows relevant national
laws and regulations and continuously improves the staff benefits,
pays various statutory social insurances according to the laws and
regulations. The Company strictly complies with the working hours
specified by China, safeguards the rights of rest and vocation of the
employees according to the national provisions, and ensures the
statutory holidays and guarantees employees’ rights for paid leaves. In
terms of performance assessment, the Company has built a result and
goal-oriented employee performance appraisal system covering various
aspects, such as the performance, ability and attitude etc. of the staff.
The promotion and salary review of staff is determined by the result
of that appraisal appropriately. The Company has also formulated
standardised conditions and procedures for dismissing employees
and arbitrary dismissal is not allowed. In order to create a healthy,
diversified and harmonious working environment, all the matters
concerning promotion, remuneration and rewards and post transfer will
be considered in an objective way according to staff performance and
the business condition of the Company. During the Reporting Period,
the Company was not aware of any material non-compliance cases in
relation to human resources laws and regulations.

3. Retirement Schemes

The Company participates in a social pension scheme established
by the PRC government, and contributes a certain percentage of the
relevant employees’ salaries to the social pension scheme. In addition
to the aforementioned government-sponsored defined contribution
pension scheme, effective from 1 January 2014, the Group operates
an additional employee pension plan (a corporate annuity system
for purchase of supplementary retirement insurance for our staff).
Pursuant to such additional scheme, the full-time employees of the
Group in the PRC are entitled to an additional pension aggregating to
8% of previous year’s salaries. The Company calculates the interest
so attributed under the agreed percentage of annuity plan based on
staff’s service years upon their retirement. Save as disclosed above,
the Company is not required to operate any other retirement benefits
for its employees during the year.
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The Company’s employer contributions to the abovementioned
pension schemes vest fully and immediately with the employees when
contributed into the schemes. Accordingly, (i) for each of the two years
ended 31 December 2022, there was no forfeiture of contributions
under such pension schemes; and (ii) there were no forfeited
contributions available for the Company to reduce its existing level of
contributions to such pension schemes as at 31 December 2022.

4. Staff Benefits

In addition to statutory employee benefits for full time staff including
social security scheme, marriage leave, maternity leave, paternity
leave and funeral leave, the Company offers different fringe
benefits, for instance, festival bonus, work allowance under special
conditions, labour protection, working meal and commuter allowance.
The Company also purchases accident insurance and provides
supplementary medical insurance for employees.

(1) As of the end of the Reporting Period, the total number of
employees of the Company by gender, employment type, age
group and geographical region is detailed in the table below:
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Male to female ratio Employment type Age distribution
B % it EEER ERAE
Labor
Contract dispatch
Region Male Female system system Under 25 26-35 36-45 46-55 Over 55
Eif 3 % AEH  SHREN 2550 T 26-357% 36-457% 46-555% 555 W L
Southwest region
(Yunnan, Guizhou, Sichuan) 844 440 924 360 98 603 308 215 60
mEtE(Em &M T
Eastern China region
(Anhui, Jiangsu, Zhejiang) 50 43 62 31 5 20 25 28 15
ERME(RH IH HI)
Central China region (Hunan) 85 30 115 0 1 33 33 40 8
EhitRHmE)
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(2) Details of employee turnover of the Company by gender, age  (2) RBEBRAR - ARFIRMER - FERAER &
group and geographical region during the Reporting Period and RES>HNEERABERAREAFR TR
the proportion thereof are set out in the table below:

Male to female ratio Age distribution
Bxith RN
Total turnover Male Female Under 25 26-35 36-45 46-55 Over 55 Turnover rate
gt g b BEUT 26-35%% 36-457% 46-557%; 55 M L BRE
Southwest region
(Yunnan, Guizhou, Sichuan) 13 83 30 14 73 16 8 2 8.80%

mEmEERD BN m)I)
Eastern China region

(Anhui, Jiangsu, Zhejiang) 4 4 0 0 0 3 0 1 4.30%
ERXBE(RE IEF 1)

Central China region (Hunan) 4 4 0 0 2 2 0 0 3.48%
EdiR0HE)

328 2022 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B2. Health and Safety

The Company has been certified to quality, environmental and
occupational health management system standards in 2013, and sets
up a safety management system in accordance with national and
local laws and regulations including the “Production Safety Law of the
People’s Republic of China” ((# ZE A R £ f B & & & &E %)), the
“Fire Protection Law of the People’s Republic of China” ({1 % A K #
A B SE B A)) and “Yunnan Province Safety Production Regulations”
(EmEAR

construct a dual prevention mechanism for safety risk classification

& 4 E % 5]) )to establish a safety management system,

and control as well as investigation and governance, revise emergency
plans related to safety production in a timely manner, conduct safety
review and assessment of the current situation and comprehensively
research, deploy and address issues arising in the course of production
safety management. Throughout the year, the Company organised
training on traffic safety, network safety, laws and regulations, fire
safety and safety management business knowledge, etc. for more
than 500 people, conducted more than 70 on-site inspections on
safety production, actively carried out timely management of hidden
danger investigation, held comprehensive emergency drills for safety
production and organised publicity activities, such as “Ankang Cup”,
“Safety Production Month” and “Fire Safety Month”. The Company
regularly arranges occupational health medical examination for
all employees every year. During the Reporting Period, the rate of
coverage of medical examination of the Company’s employees was
100%. The Company also pays attention to the mental health of
employees through organising seminars on mental health to strengthen
care and consideration for employees. During the Reporting Period, no
production safety responsibility accidents occurred and the Company’s
production safety situation was stable.
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During the operation and management process of the Company, the
Company attaches great importance to occupational health and safety
protection and takes various measures to provide a healthy and safe
production environment for all employees mainly through: firstly, all
staff member enter into a letter of responsibility for safety objectives
and implement safety production responsibilities at all levels. Secondly,
the Company convenes office meetings of general managers and
regular lectures on production safety, study the current production
safety situation, arrange production safety works. Thirdly, the
Company conducts production safety checks and pandemic prevention
and control checks on a regular basis, eliminate any hidden danger at
work site promptly, eliminate occurrence of safety production accidents
and supervise the implementation of various measures on pandemic
prevention and control. Fourthly, the Company organises promotional
trainings such as occupational health, safety management, traffic
safety and fire safety to improve employees’ safety awareness and
skills. Fifthly, the Company organises health check-ups for employees
every year, distributes labor protection supplies and inspects their
wearing regularly. There have been no production safety accidents in
the past three years. The number of deaths and disability due to work
was nil and there were no workdays lost due to work-related injuries.

B3. Development and Training

The Company attaches great importance to the future development and
training of employees. In order to meet the needs of the Company’s
operation and management and effectively enhance the effectiveness
of training, in 2022, the front-line work method was used to conduct
a survey on training needs through interviews and questionnaires.
A series of training courses has been formulated to cover five major
areas including management effectiveness, compliance management,
vocational skills, competency enhancement and new employees’
cultivation. The contents of the training courses are of concern to
managers and employees, comprising management skills, tendering
and procurement, environmental compliance, safety management,

professional attitude and cohesion,etc.

With a focus on enhancing management effectiveness, training and
learning programmes were enriched to improve management skills
of employees by focusing on role awareness of junior management
staff, the application of management skills and the effectiveness
of task execution. During the Reporting Period, by focusing on
compliance management and risk management, a series of trainings
on environmental protection compliance management, tender and
procurement management, human resources management, network
security and financial management was conducted to support
employees to raise their risk awareness and carry out various tasks in
a compliant manner.
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In terms of vocational skills enhancement, basic training on wastewater
treatment was provided for technical novices, with emphasis on
process fundamentals and hands-on training on job knowledge; for
safety and environmental protection learning needs, courses on
environmental protection inspectors and safety-first aid for plant
emergencies were provided to fill the knowledge gap in production
and operation management and ensure smooth operation of the
Company’s business. In terms of professional skills enhancement,
by focusing on cohesion and efficiency enhancement, training on
professional mentality, official document writing, file management and
office software skills was launched. Through the training, a group of
compound and highly skilled talents who are proficient in the main
business and understand monitoring and analysis are cultivated for the
Company.

In terms of specialised training, specialised trainings were conducted
on occupational planning and preparation, the “Rules for the
Management of Running Water Pipeline Networks (Trial)” ({8 %k 7K &
& 12 48 B) (& 17))), occupational health and safety of employees,
safety production and emergency drills for environmental incidents.
In terms of production practices, various trainings were provided on
corporate culture, rules and regulations, warning education, safety
education, process operation, flood prevention and emergency
response, and occupational disease prevention, etc.

To further enhance the flexibility and convenience of training,
professional and technical training was conducted in the form of online
courses, focusing on mastering the professional foundation of the
Company’s main business; offline courses focused on the Company’s
basic system, integrity education, safety education, workplace
role orientation, career development planning and team training,
emphasizing enhancement of new employees’ sense of identity and
belonging to the Company which helped new employees integrate into

the Company’s corporate culture.

During the Reporting Period, the Company’s training statistics
classified by employee level are as follows:

Training ratio of middle and senior staff: 92.9%
hEEEIXINLH - 92.9%

Training ratio of general employees: 88.7%
—MREIZEINLLH: 88.7%
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The average duration of study: 33.2 hours
FHEERK:38328K

The average duration of study: 39.3hours
FHEBR K 39.32K
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During the Reporting Period, the Company’s training statistics
classified by employee gender are as follows:

Training ratio of male employees: 86.9%
SMETE - 86.9%

Training ratio of female employees: 88.9%
ZHEB I XA P 88.9%

After years of accumulation, the Company formed a team of part-time
lecturers with technical and management skills. Through internal
and external links, the Company continuously maintained, improved
and enriched the teaching staff and joined China Eco-Environmental
Industry and Education Alliance to strengthen exchanges with industry
associations and internationally renowned institutions.

B4. Labor Rules
Prohibition of Employing Child Labor or Forced Labor

The Company strictly follows state and local regulations regarding
recruitment and hire of employees such as the Labor Law of the
People’s Republic of China ((F ## A R ¥ fl & %5 &) %)), the Labor
Contract Law of the People’s Republic of China ((# £ A & £ #0
4 B) & [A %)) and the Prohibition of Child Labor Provisions (%% I+
f# A E T 4 T )), etc. and will not hire applicants who fail to meet
requirements set out in relevant laws and regulations. In addition,
the Company conducts reference check on employees based on
information provided, and those who are found to have treated
will not be hired. The Company sticks to a human resource policy
that highlights gender equality and ethnic equality and prohibits
employment of child labor and forced labor. During the Reporting
Period, the Company did not have any breach of laws and regulations
that impose ban on employment of child labor and forced labor.

B5. Supply Chain Management

Principal suppliers of the Company are power suppliers who provide
electricity for its facilities, construction contractors who design
and construct its facilities and suppliers of raw materials including
wastewater treatment chemicals and other equipment maintenance
consumables.
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Except for utility service providers, the Company has established
a clear procurement policy for selected suppliers. The Company
has internally established the “Intermediary Agency Selection and
Employment Management Measures” ((F 71 # & i BE & ¥2 i#¥ %)), the
[A & 12 9% /%)), the “Production
Operation Procurement Management Measures (Trial)” ({ £E &

THREIEERIE(E1T))) and other systems to standardise
management of various activities of the entire procurement process

“Contract Management Measures” ({& [@

of the Company. During the Reporting Period, all purchases from our
partnering suppliers were subject to the Company’s procurement policy
and conducted in accordance with relevant rules and regulations of
the Company. Under such policy, subsidiaries of the Company are
required to solicit bids from different suppliers. The Company adopts
the principle of fairness, impartiality and openness to select qualified
suppliers in the form of public bidding where the project is located.
The discipline inspection and supervision department performs
supervision duties during the bidding process. The Company selects
suppliers based on product price, product environmental protection
requirements, quality, and timely delivery of products. We encourage
and prioritise our cooperation with suppliers who have environmental
protection and safety certifications. Green development concepts,
such as construction safety and environmental protection, have been
included in our construction contracts and performance evaluation.
Meanwhile, we learn about the supplier’s reputation from the Internet,
bid evaluation experts, using enterprises and other channels, including
whether there are environmental and social complaints and lawsuits
related reports, and take the investigation results as one of the
reference factors of cooperation.

In order to enhance the efficiency of procurement, a hierarchical
and tiered management mechanism is adopted according to the
volume of the Company and the subsidiaries within the Group. For
major procurement contracts reaching a specific percentage of the
dollar amount of each subsidiary and all contracts of the Group’s
headquarters, they are subject to review and approval by the Group’s
headquarters which conduct regular tests to check the quality of the
delivered products. The Company has sourced raw materials from
local suppliers in proximity to the place of use in order to benefit from
the economies of scale and easy transportation, which allows faster
and cheaper delivery of raw materials. The Company has readily
available alternative suppliers in the market who offer similar raw
materials with terms comparable to its existing suppliers. To mitigate
the risks associated with any reliance on its major suppliers, the
Company periodically seeks potential alternative suppliers and obtains
quotations from such suppliers with a view to keeping in contact with
potential suppliers.
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During the Reporting Period, the Company and its subsidiaries
had a total of 1,259 suppliers, of which the headquarters of the
Company had 222 suppliers. Major suppliers of the Company and
its subsidiaries were independent third parties based in China, most
of which were based in Southwest China. 788 suppliers were mainly
in Southwest China, 323 suppliers were in East China, 93 suppliers
were in South Central China, 55 suppliers were in other regions. Our
major suppliers include Kunming Power Supply Bureau of Yunnan
Power Grid Company Limited which provides electricity for our
operation, construction contractors such as China Europe International
Construction Group Limited and Hunan No.4 Engineering Co., Ltd.
which undertake the construction portions of our projects and raw
materials providers such as Hunan Yuze Energy Trading Co., Ltd. and
Shaanxi Guoyafangfang Energy Technology Co., Ltd. which provide
water treatment chemicals and others materials for the operation and
maintenance of our facilities.

B6. Product Responsibilities

The Company attaches great importance to product quality and strictly
complies with relevant laws and regulations such as the “Discharge
Standard of Pollutants for Municipal Wastewater Treatment Plant” ({3
$E 55 K R TR BT 2 HE FUIZ #E)), the “Management Regulations for
Checking and Accepting Completed Installations of Environmental
Protection of Construction Projects” (&% B B % T I8 3 R # 5 K
& 1 ¥15%)) and “Domestic Drinking Water Sanitation Standards” ({4
EER R UK 1 £ Z #E)), etc. With reference to its own conditions, it sets
up and implements an internal standardisation management system
on basis of GB/T24001-2016 “Environmental Management System —
General Guidelines on Implementation” (GB/T24001-2016¢ & % &
BREZRKKFEMAEM)), GB/T19001-2016 “Quality Management
System — Requirements” (GB/T19001-2016 & & & £ & X & 5k ))
and GB/T45001-2020 “Occupational Health and Safety Management
Systems — Requirements with Guidance for Use” (GB/T45001-2020 <%
XRFELREZEBBRAEXRREAERD).
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The Company puts much emphasis on product quality by executing
and implementing the Company’s internal standardised management
system to ensure that the quality of effluent water is stable and up
to standards. During the Reporting Period, there was no return of
products sold or for safety and health reasons without receiving
customer complaints concerning products and services. Each key
process in the course of production is under real-time data monitoring,
and relevant data a retransferred directly to the central monitoring
system of each plant and to the monitoring platform of the Company.
Operators strictly execute the Standardised Operation Manual (1Z %
L&

plant” principle that highlights respective conditions of each plant,

& 17 F fif ) which has been adapted under the “one manual for one

thus ensuring smooth operation of each process. The Company also
monitors inlet and outlet water quality. Daily water quality monitoring
is entrusted to environmental monitoring companies with CMA (China
Metrology Accreditation) certificates. Every day, water sample is tested
in the morning, and test report is issued in the afternoon. Therefore,
the Company obtains feedback timely and is able to make production
instructions, thus ensuring that outlet water meet discharge standards.
Furthermore, the Company has an online monitoring system which
monitors inlet and outlet water quality for 24 hours per day. Monitoring
data are transferred simultaneously to municipal and provincial-level
comprehensive monitoring and management platforms on pollution
sources. Wastewater after treatment meets requirements as set out
in the Discharge Standard of Pollutants for Municipal Wastewater
Treatment Plant (C3 )5 7K 52 32 R )5 22 ¥ $F 7UE 22 )(GB18918-2002)).

Our customers are primarily local governments. Regarding the
information from customers, the Company has an information
management system and a complete platform of collection,
transmission, accumulation and integration. The Company regularly
upgrades its information platform management software, eliminates
and replaces problematic facilities with regular maintenance, backup
and hierarchical management of the system to ensure reliability of the
system and, at the same time, regularly evaluates and upgrades the
Company’s network security system. In response to the government’s
confidentiality requirements, each department of the Company has
formulated corresponding confidentiality plans in accordance with
confidentiality regulations of the government and the Company
to ensure the timeliness, accuracy, security and confidentiality of
transmission of customer information.
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The Company attaches great importance to intellectual property work
and incorporates intellectual property into the Company’s strategy
of “self-invigoration through science and technology”. Through
establishment of an intellectual property management system oriented
to transformation and application of results, the Company implements
normative management of intellectual property. The Company also
formulates corresponding project approval documents for project
approval, clarifying that a patent search is necessary to be performed
before project approval by issuing an intellectual property search report
on whether patent protection has been or will be obtained or whether
there is any patent infringement. An intellectual property protection
and early warning mechanism is established to better protect the
Company’s intellectual property without infringing the intellectual
property rights of others.

B7. Anti-corruption Efforts

While developing the business, the Company insists on planning,
implementing and assessing the anti-bribery and anti-corruption
effort together with the reform development of the Company, as well
as adopting the combination of external administrative supervision
and internal supervision of discipline commission. The Company is
in strict observance with relevant laws, regulations and regulatory
requirements, such as the “Company Law of the People’s Republic of
China” ((h #E A B £ F1 B 2 7 7%)), the “Supervision Law of the PRC”
(CFR 2 AR 2L A0 B 85 52 %)), the “Law on Tendering and Bidding of
the People’s Republic of China” ({(# 2 A R £ 1 B B 12 1% 12 %)), the
“Anti-Unfair Competition Law of the People’s Republic of China” ({#
EARAME X T IEE#HFE)), the “Anti-Money Laundering Law
of the People’s Republic of China” ({4 # A R 2 f1 B & %t 8 %)) and
the “Interim Provisions on Prohibition of Commercial Bribery” ({8 i 2%
IFEEBRIT AN EITIEE)), to ensure effective protection of legal
interests of the Company and stakeholders including the employees,
investors, creditors.
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The Company has included integrity and honest practices in the
code of conduct for all staff and management, and established and
strengthened the awareness of anti-corruption and self-discipline and
integrity among all management members and staff through training
and meetings, and provided case studies to educate management
and staff on proper conduct. In addition, the Company has set up the
Board of Supervisors, the disciplinary supervision department, and the
internal audit department. The relevant departments supervise and
review staff and management’s compliance with integrity requirements,
pay special attention to departments and positions with concentrated
power, intensive capital and rich resources, and have signed letters
of undertaking with the relevant management to promote integrity. We
will also sign integrity contracts with the partners involved in major
contracts. The Board of Supervisors, the disciplinary supervision
department and the internal audit department will promptly report to
the senior management or the Board of Directors any major corruption
issues identified so that the management and the Board of Directors
can take timely action to identify deficiencies and make rectification,
hold the relevant personnel accountable and, if necessary, take judicial
action to protect the legitimate rights and interests of the Company and
its stakeholders.

During the Reporting Period, the Company conducted investigations
into 13 threads of problems, held 1 person and 10 subsidiaries
accountable and took relevant action, and arranged cautionary talks
with 32 persons. During the Reporting Period, the Company had one
corruption litigation case against an employee which was concluded.
The defendant employee, Li, was sentenced to imprisonment for 10
years and 6 months and a fine of RMB600,000 for accepting bribe,
with relevant bribe confiscated. The case was concluded on 29 August
2022.

Save as above, during the Reporting Period, there were no other
concluded corruption litigation cases brought against the Company.

l:
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The Company has formulated the “Administrative Rules for Complaints
and Whistleblowing” (& & 82 | & 2 #t )£ )), which sets out
clear provisions on whistleblowing channels, scope of application,
verification of reported leads and handling departments and processes.
Employees and other contacts can anonymously submit questions
and clues about inappropriate matters to the Company’s discipline
and inspection department, the Board of Supervisors and the Audit
Committee of the Board through these channels.Meanwhile, the
Company provides special provisions for the protection of privacy of
the whistleblower. The Company has formulated the “Implementation
Measures for Accountability for Losses of Investment Assets Arising
from Non-compliance with the Regulations” (GE S & & & E B E B %k
H B FEE I A)) and the Accountability Management Measures
M &

they will be held accountable according to relevant systems, and

& 2 It 7& )), etc. For those who violate the relevant rules,

where violations of laws and regulations are involved, litigation will be
instituted and referred to the judicial departments in accordance with
relevant laws.

1. Perform the Main Responsibility of the Party Committee

and promote strict Party governance

In 2022, the Party Committee of the Company focused on the
requirements of corporate Party building in the new era, thoroughly
implementing the spirit of the 19th National Congress of the
Communist Party of China, the previous Plenary Sessions of the 19th
National Congress of the Communist Party of China and the 20th
National Congress of the Communist Party of China to promote a
comprehensive and strict governance of the Party. During the year, 26
Party Committee meetings were held, of which a total of 496 “Three
Important and One Large Matters” were considered and approved.
The Company will continue to carry out related work to strengthen
ideological, party discipline and clean government construction, etc.
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2. Perform the supervision responsibilities of the Commission
for Discipline Inspection and build a strong anti-corruption

fortress

The Commission for Discipline Inspection of the Company firmly
grasps job positioning and strives to improve the effectiveness of
supervision and discipline. The Company delegated the missions of
the establishment of the Party’s discipline, integrity and anti-corruption
works to various subsidiaries and various departments to supervise
the implementation. During the Reporting Period, the Company
signed the Responsibility Documents for Construction of “single
position with dual duties” of Incorrupt Party with 4 team members. The
Company despatched the annual party discipline construction and
clean government work target assessment task list to 10 grassroots
Party organizations to strengthen integrity system construction and
formulated systems such as the Company’s “Disciplinary Accountability
Treatment and Interim Measures for Salary Deduction of Personnel
Suspected of Violation of Discipline and Law During Review and
Investigation (Revised)” KZEE»BEEEENS RELEENW
BEREHMB A B M0 E 17 P E (8 ET)))and “Measures for
Interviews on Party Discipline and Clean Government Construction”
(C# R Bt I & 4 3% ¥ % )),etc. The Company conducted 16
pre-appointment interviews and 2 collective integrity interviews with
high-risk departments. The Company issued 12 copies of measures for
integrity and self-discipline of selection and employment of candidates
and carried out 6 special work inspections.

The Company has established an effective linkage mechanism to
prevent extortion, fraud and money laundering. In particular, the
Company regularly popularized the study on risk knowledge and
strengthened the risk awareness; further improved the procedures of
the review and execution of contracts; and established an effective
linkage mechanism to prevent extortion, fraud and money laundering,
with an aim to effectively prevent extortion, fraud and money

laundering.

EHEMKBRO®BERAF 2022 FEFHE 339

B+=% BRE HERERAE
2 BITAZEEER HXFEREERES

AR ZFEFREETEEM ENRAEERL
B BERBRRERNMRER I EEBE S ED
EFRARANMEHPIBEREE - MEARNEILIF

REFTERRBERI-HEEIBREELE:
FAIOREEEABNBEFEERARRER IR
BEREBBE MARBKVEZR HIET QA
(RIEDPRERENSRELEEZRNEERHEY
MABFHMIRGTHEUSED) (BRRBER
HWARPEIFEHE %E{Eﬁﬁ‘*uﬁm}\m'ﬁmf
Rl APIET2RERBRBRARFE - HEARBALA
%5%@@‘%//%12{/7}’%E%IEI{/F*EA%E6;K°

ARABITERND LR REFRITEA B
BHH-AENBRARANBES  BCRREH:
AEE-—FTNEaREEeRRF ELANN
SR MFEREEOB RS F U L
R BRFERAERRNEL-

.

-~



CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

F+=ZE RE - HERERHSE

B8. Community Investment

As an environmental protection enterprise, the Company continuously
promotes the concepts of green environmental protection, ecological
civilisation and sustainable development. Dianchi Water also takes
a part in contributing to the change of the community. In 2022, the
Company actively relied on the work of “double registration, double
service and double reporting” for the Party members, organising 237
Party members and employees to participate in community voluntary
service activities in the community of permanent residence to provide
voluntary services to the community and residents in relation to six
aspects of environmental protection, epidemic prevention and control,
safety production, policy promotion, convenience services as well as
transportation and travel.

In terms of poverty alleviation work, the Company continued
to consolidate the results of poverty alleviation for the original
poverty-stricken households that have already been lifted out of
poverty, carry out tasks to prevent returning to poverty, actively
implement consumption assistance work, organise and encourage
employees to purchase consumer poverty alleviation products to help
revitalise the villages with purchase assistance.

At the same time, in the course of epidemic prevention and control,
the Company mobilised retired employees aged 60 or above, as
well as in-service employees and their family members, to receive
vaccinations. We launched mass spiritual civilisation creation activities
thoroughly by taking part in activities such as “Seven Specialised
Actions for Patriotic Health”, “Health Skills Publicity and Education”,
“Ecological and Environmental Protection Promotion” and “Heart
Reunion and Solidarity”, etc.

In the future, the Company will continue to fulfill its social
responsibilities enthusiastically, adhere to the values of “enthusiastic
about charitable causes and giving back to the society” sustainably and
actively participate in community activities to become an outstanding
corporate citizenship.
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