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CHAPTER TWO LETTER FROM THE CHAIRPERSON

Dear Shareholders,

In 2023, as a national strategic pillar industry, the ecological and
environmental protection industry played an important supporting and
safeguarding role in deepening the battle of pollution prevention and
control, promoting comprehensive economic and social development and
implementing the strategic goal of “carbon peaking and carbon neutrality”.
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., persisted in seeking progress while
maintaining stability, focused on the business sectors of “public utilities,
environmental protection, and ecological construction”, continued to
enhance its core competitiveness, unwaveringly practiced the idea of
“lucid waters and lush mountains are invaluable assets”, prevented
and mitigated significant risks, and strived to achieve sustainable and
high-quality development.

PERFORMANCE REVIEW

In 2023, the Board and the management of the Company optimised
management and control, explored potentials and increased efficiency,
revitalized existing assets through disposing of non-performing
assets, adjusted business portfolio and strategy and maintained
stable development of core business, achieving remarkable results
in production, operation and management cost control and a slight
increase in profit before tax. In 2023, the Company recorded total
operating revenue of RMB1,807.5 million, representing a decrease of
12.5% over 2022. The net profit attributable to the Shareholders was
approximately RMB316.5 million, representing a decrease of 1.8%

over 2022, and basic earning per share was approximately RMB0.31.
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EXRB - BHERAKENSEEER-

EROE
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
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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, improved
operational efficiency and helped reduce costs and increase efficiency.
In 2023, the wastewater treatment plants operated by the Company
processed 719.9 million cubic meters of wastewater, basically the
same as that of 2022, and supplied 117.0 million cubic meters of
water (including running water and reclaimed water), representing a
year-on-year increase of approximately 58.5%. The overall passing
rate of the quality of water supplied met relevant standards, treated
water was steadily discharged in compliance with wastewater treatment
standards, energy consumption indicators were controlled within
reasonable ranges, and 99.0% of the designed capacity of wastewater
treatment met the national Class | Category A standard. At the same
time, after years of operation, the Company has developed systematic
business concepts and models, and has a high-calibre operation team
that has been engaged in the management of businesses related to
water services, environmental protection and solid waste for a long
time, as well as a professional team with strong technical strength,
which has laid a solid foundation for continuous improvement of asset
quality and stable development of operating results of the Company.

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

the enterprise.

TEEBITH RABKREBERSEEE — HaEE
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BERSKERETI9.98 &L 5K - 202246 &
AFF BRHMKE(EZERKNBELEK)I17.08
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CHAPTERTWO LETTER FROM THE CHAIRPERSON

As for talent team building, the Company always attaches importance
to the cultivation of outstanding talents, deepens management
reform, optimises management system, coordinates and promotes
the development in an overall manner. We improved the recruitment
mechanism to accurately and effectively match talents and ensure the
development of talents. We continuously improved the internal training
system, enhanced the business quality of employees, optimised the
assessment mechanism and refined the job responsibility system,
clarified the responsibility targets, signed target responsibility letters,
established a mechanism linking remuneration and profitability, and
insisted on target-oriented and result-oriented management. The
Company implemented a scientific compensation allocation system
supported by facts and data.

In terms of asset management, the Company completed the transfer
of Qujing Project and Thermal Power Project during the year, and
achieved the goal of downsizing and market expansion by disposing of
some investment projects outside the administrative region of a city. In
the future, the Company will continue to plan and reserve high-quality
projects, optimise the business structure and improve the overall
quality of the Company.

In respect of financial resources, the Company attached great
importance to cash flow management and adopted measures such as
focused tracking, continuous follow-up and assigning responsibilities
to individuals for accounts receivable to strengthen management and
control of capital, enhance capital utilisation efficiency and strive to
improve its cash flow position. In the future, the Group will continue to
further improve its cash flow position through many manners such as
expanding its financing channels and strengthening the management

and control of account receivables collection.
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2-% BERIM
PROSPECTS

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

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

RERE
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CHAPTERTWO LETTER FROM THE CHAIRPERSON

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 achieve good performance
in promoting water pollution prevention and control, recycling of water
resources and other aspects to reward our Shareholders and the
society.

Zeng Feng
Chairperson

EFE EERBE

R AANERXREFGARAEEELERE
THFHELENMNEBERBARBRAHE &S
ARG TLRAAERIXFENEERHENEZRBRER
BREN BP AEBHNMLEZEARARRTIRL
R
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CHAPTER THREE DEFINITIONS

$=% B#

“2023 First EGM”

[2023F % —RIGRHKREREKRE]

“2023 Second EGM”

[2023F FE X BERREKXNE]
“AGM”
AR AFAXE]

“Anju Group”

(% /& & &

“Articles of Association

“Audit Committee”

Il

t 2

=l

palllg

[2&

\

“Board” or “Board of Directors”

[Exg]

“Board of Supervisors”

EEEg]

“Chairperson”

[E=EK]

*

For identification purpose only

* ERHT

the 2023 first extraordinary general meeting of the Company held on 6 April
2023

RARR2023F4 6 H BRM2023FE —REBFRRAE

the 2023 second extraordinary general meeting of the Company held on 13
November 2023

AAAIR2023F 11 A13H BHM2023F F_XBRHRERE

the annual general meeting of the Company

ARAWBRBEFRE

Kunming Anju Group Co., Ltd.* (R M & /E &£ E A R 2 7)) (formerly known
as Kunming Public Rental Housing Development & Construction Management
Co,Ltd* (EBRMALMEEMEZEREE AR A F)), alimited liability
company incorporated in the PRC in February 2011, which is directly held as
to 65.05% by Kunming SASAC and is not a connected person as defined under
the Listing Rules

ERTLZEEEERAFAGIMEATARXBESFAERZRERARAA)
—RKR20MF2REFEAMKRINEREELR HEATEHEZEE
FrRX65.05%  FEMMRAUPTAERNBEAL

the articles of association of the Company

[}

NN /N =

el
el

Hi

the Audit Committee of the Company

]

EN/NES

ol
=

t &

=
=

oy

=

\

the Board of Directors of the Company

KRREF

eall

8

the board of Supervisors of the Company

ZAN/NEIE: |

el

ES

By
i3

the chairperson of the Board of Directors

EEXgCZEEER
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“China” or “PRC”

[ B ) |
“Company”

[RRA =k 2A] |

“Controlling Shareholder”

[+ A% B3R i

“Director(s)”

[E%] Ec

“Domestic Shares”

(A& B Ec

“Fanchang Dianchi Water” or
“Fanchang Project”

[EEREM KB HEEEE ] tc

n o« » o

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

(A& E s [ Ec

CHAPTER THREE DEFINITIONS

the People’s Republic of China
FEARKM

Kunming Dianchi Water Treatment Co., Ltd.* (E BAE b /KD 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

BEHAELKBROMDERRAA  —RBEPBEEZEZN2010F12A238 £ F
EEEEARINBROERAR IXEME BEENSLHEAQ A

has the meaning ascribed thereto in the Listing Rules and refers to Kunming
Dianchi Investment Co. Ltd.* (2 B JE b & & & R & £ 2 7@l), a company

established in Yunnan Province, the PRC with limited liability on 13 October
2004

EELTRAMETFTZEE BERELREFREME QA —xK 12004
FIOABREFEEMEXNYNERELRA

director(s) of the Company

KRBESE

el

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

ARABRATEREEARKI00THEBRR APBEAIR R SR+ E
MK zZEBAARERBL MR

Fanchang Dianchi Water Treatment Co., Ltd.* (% & % E /K% B R 2 7)),
a limited liability company incorporated in the PRC, a former wholly-owned
subsidiary of the Company and a third party independent of the Company and
its connected persons as at the Latest Practicable Date

EEREMKBERAR RABEAMKIZEREERA  RARAZ
2EMBRAA RERERAUTES RBURARAREBEEALNE
=5

the Company and its subsidiaries

S
!
el
X
=
)
™
ol
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£=% B#

“H Share(s)”

[H R £
“HK$” or “Hong Kong dollars” or

“HK dollars”
[% 7] |

“Hong Kong Stock Exchange” or
“Stock Exchange”

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

“Hongyu Thermal Power” or
“Thermal Power Project”

(EPRE] % (REHA i
“KADI”
(RARRRRRA i

“Kunming Bus”

ﬁ
pati
i
>

o
||y

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

ARABBAFPEREEARE100THEIINLTINER  SABTRER
BEETREBBRIMLEM

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

Liuyang Hongyu Thermal Power Co., Ltd.* (BIBs M Z F 2 E B R 2 7)),
a limited liability company incorporated in the PRC, a former wholly-owned
subsidiary of the Company and a third party independent of the Company and
its connected persons as at the Latest Practicable Date

BAETETRAEERAR RPBEAMKRIZEREERA  RARAZ
2EWNBRAA RERERAUTHES RBIUIRARAREBEEALINE
=5

Kunming Agricultural Development Investment Co., Ltd.* (B B3 & ¥ % E &
& AR 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

EREELREREERAA —KMN2009F6 298 AR ETMALNE
RETAR THEPETHEZHERO90%  FELMRAUFMEENHE
AL

Kunming Bus Group Co., Ltd.* (E A A X & B A R & £ 2 7A), formerly known
as Kunming Bus Corporation, a wholly state-owned limited liability company
incorporated in the PRC on 11 March 1982, which is directly owned as to 95%
by Kunming SASAC, and is not a connected person as defined in the Listing
Rules

ERLAREERREELRR FBEAT AR TELE T — R R 1982
FIAMBETEAMRINBEREERTF Iﬁﬁaﬁﬁﬂmlé R B R R R
95% IFEMMAPMEENBEAL
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“Kunming Construction”

[E B 4% Ec

“Kunming Dianchi Investment”

[RAEBKRE] i<
“Kunming DIG”
[ERERKRESEH] ]

“‘Kunming SASAC”

ERATEEZR] Ec

CHAPTER THREE DEFINITIONS

Kunming Municipal Urban Construction Investment & Development Co., Ltd.*
(EFmHEKRERZEAERE TR A), 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

ERMRERERBEBERETAT  —KMN1997F 58158 £ # B 7 fit 5¢
VYZBREFAALR HEAMTHEZEEFRN84%  FLWHRBPHAE
EMEEAL

Kunming Dianchi Investment Co., Ltd.* (EFAEMB IR E AR E T A A), a
company established in Yunnan Province, the PRC with limited liability on 13
October 2004, which is the Controlling Shareholder

EREGKEAREME AT —KNR2004F10813EBEEFRRHEEE KL
MEREMTRAR AEBRER

Kunming Development Investment Group Co., Ltd.* (EF B RIEEEE AR
A #]), 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 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

ERBREESBEERAAF —RNV2010F1 8278 £+ B 5= 5K 32 69 X
EBEEREMQAR THERATHEEZIFE100%RE RE®&AITH
H$5 520,959,760 R N E R AR B BIRAM2.04%  JELTHEIPETE
EMBEEAL

the State-owned Assets Supervision and Administration Commission of the
Kunming People’s Government (R T ARBITBREEELZBERZET),
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

EATARBRFEFEEEEEEZE S BRAKE BERTREEA
T EEEATRNEETCXR(TEREERERINBEREE BEARE
BrXREEAERELENEIREEREFHBEREETENMAIER
RERBRB MM E
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CHAPTER THREE DEFINITIONS

£=% B#

“Latest Practicable Date”

[ &A1 77 A 8]

“Listing”
[ £

“Listing Rules” or “Hong Kong
Listing Rules”

[ TE A LmHEA
“Nomination Committee”
REZEg]

“Non-competition Agreement”

38t %2 7 25 350 5 19 =%

“Prospectus”

[ R &

“Qujing Dianchi Water” or
“Qujing Project”

[ R MK 75 ] 3 [ 95 78 B |

“Remuneration and Appraisal
Committee”

[FEEZZ B &)

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

202448128 NAFHRNEENFREFRAAETERRHEENREA T
B &

Listing of the H Shares on the Hong Kong Stock Exchange

HEBEREBB XM E™

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

EEBMIMBFS EMBNERRERT BRI UEMF R ER)

the Nomination Committee of the Company

AARMREEREZRS

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

T

ERREREARNRGIZN B B R201654 H25H &Y % [ % 5 F 1=

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

HHIR2017F3A4BFHER L MAEERHBRNB XM ETHALRT
k=R

eall

£

Qujing Dianchi Water Treatment Co., Ltd.* (# ¥ )& b 7K # B IR A &), a limited
liability company incorporated in the PRC, a former wholly-owned subsidiary of
the Company and a third party independent of the Company and its connected
persons as at the Latest Practicable Date

B EMKBERAR RPBEEIMKIL2AEREELAR  REAQAFRZE
EMBAT RERERAUTAS ABYRARARAEABEEALINE=
77

the Remuneration and Appraisal Committee of the Company

ZN/NETE: R g

N3

ZE¢g
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“Reporting Period”

[ & 5]

“RMB” or “Renminbi”

AR

“Share(s)”

17 ]

“Shareholder(s)”

(IR

“Strategy and Investment
Decision Committee”

il

(B ERREZE G

\

“Suijiang Dianchi Water”

[ % T B 7K 75

“Supervisor(s)”

(%)

“Xindu Investment

[#h # 1% & ]

CHAPTER THREE DEFINITIONS

the year of 2023 (1 January 2023 to 31 December 2023)
20234 [Z (202341 A1H £20234F128318)

the lawful currency of the PRC

DA EE

H Shares and Domestic Shares

HAX & A& BR

holder(s) of the Shares

NN EESEE N

the Strategy and Investment Decision Committee of the Company

=3

=

il

ARAMBEERERRRE

/

Suijiang Guorun Water Treatment Co., Ltd.* (4 ;T B B /K & & R & 7))
(formerly known as Suijiang Dianchi Water Treatment Co., Ltd.* (# /L JE i
K ¥ B BR A Al)), a limited liability company incorporated in the PRC and a
former wholly-owned subsidiary of the Company. During the Reporting Period,
the Company disposed of its 80% equity interests. As at the Latest Practicable
Date, it was an associate of the Company

BIBEEKBEAERARGIBEZITERKEAERAR)  —KPN B MK
YZEREERR RARRZZEMNBARAR BREPAARAHETH

S
7N

BEEOEB%M R RERERAITHY AAQRNBELE
supervisor(s) of the Company

AAFMES

eall

Kunming Xindu Investment Co., Ltd.* (B B8 #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

ERFHELEARAA  —KNR2005F5727THETHEFMERINERE

AR HEBRTEEZEEFRN84% FLETRANTAMEENEEA
+

RRAHEBKBERMERLE 2023 FEHRE

15



16

CHAPTER THREE DEFINITIONS
2% B3

“Yiliang Dianchi Water”

%% R R M /K7 |
“Zhaotong Dianchi Water”

[ AE 388 8 th 7K 75 ]

Yiliang Guorun Water Treatment Co., Ltd.* (% R B B /K5 B R 2 &) (formerly
known as Yiliang Dianchi Water Treatment Co., Ltd.* (& R E /K& A R
‘A A])), a limited liability company incorporated in the PRC and a former
wholly-owned subsidiary of the Company. During the Reporting Period, the
Company disposed of its 80% equity interests. As at the Latest Practicable
Date, it was an associate of the Company

ZREBERKBERARGIEEREMKBERAR) » —KHA A B MK
NZEREERR RARRAZEZENBAR REPBAXRAHET

N
~
AN

BMHS MR E RERERATAY AAQRAMNB2LE

Zhaotong Guorun Water Treatment Co., Ltd.* (BB EH/KEERE 2 7))
(formerly known as Zhaotong Dianchi Water Treatment Co., Ltd.* (F3 & E it
KB BR A A])), a limited liability company incorporated in the PRC and a
former wholly-owned subsidiary of the Company. During the Reporting Period,
the Company disposed of its 80% equity interests. As at the Latest Practicable
Date, it was an associate of the Company

BABEEKEERARMBBBELKEARQA) — KRB EZMK
YZEREERR RARAZZENBAR REPAARAHET#H
EMEBNHNEE RERERERATAY  RAQXANBELE
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“BOO”

[BOOJ i
“BOT”

[BOT] Ec
BT

[BT] i
“CAGR”

[EAFIEEE] i<

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
ENE KHNHAR

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

BR-BAE-KZ —EREEXN B REFAEBRE  RFT - EZRFK
BRENHKRE FHEREHZECERER ZCXEARERTHREZES
MR- EFFHE ZeETRBEEEARNMATINFTFEERBER
FIHEEREMNSKRBRKKBMRBE  NREEKE CEREENX
RIS A B @R

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

BR-LE-BR —BEBERX BU BRECEXEABFNITINFITES
& BAERE-RECERARBAABEAAESKEERHKREORE
Rt BR-2ERMEE ROCFAURBHUEZAEED EBEIS KK
WEBRBEARDERE CEREERNALRESAED R M &R FH
M Em i MERESEERXERA

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

EEREBR —BHEERA —REEHAMBAAZRXRERBENORE &
thEFR HHERERERBRIKEAMBEAXN

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

EEFEEEXEABE - FNRERHANFEERE

RRAHEBKERMERLE 2023 FERE
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

EFNE KRWHAR

“CoD”

[coD] |

“pre-trial operation”

[HETHER] EC]
“TOO”
[TOO/ Ec|

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)

1

=~

BEAE HARALHEEKERMERENELLEYRENENE 82
CUNER/ARR -REMASLCENTR 2 A& EBHA(ACODE
» X 78 & CODmn) Fl & % B § % (LA CODer X /R)

|t

~
-

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

TERAFREESMMBERLROGATRIEZERABERE IR (&
ZROMIMSH) R EMNEEEZREREN —ERR CUHIARNEEREERZE
ENRARTEE - SHE NEINEEERERLRKE

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-BE-RE —BREEX BRIt CEARFBESEXNISKE
B KRG TRFHFPEAEEFAEANORENEE -ERFFHHE
ZEEARBEAABMTATLSFRERGHEZAHBDEENISKK
BRKEDRBE UECOHEKSE EEREZEKXALIGEE DR
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“TOT”

[TOT] b

“utilisation rate”

(7 /=] Ec

“wastewater treatment”

[75 7K B2 22 | ]

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
ENE R#FAR

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 —BRAEX Bt BREEXEBRFIINEIFLE
BiHE BEBEERNSKERRHKREESFHRNEREXE LR
BRACE -ERFTHMB REETRMAEEEEENIS KK A KKK
RBE  AREDERE ZBELRGERAL DB AELR  MAERFHHE
fE % - HE R AR R E R | A R BN

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

EEHEAERMRKITRKERERURTHKEFTRKEEE
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

REFKEINHARZ - KEBEXBREANKEER HERAYE (L2
REWMEREEBRBKPNSRDAB IRDICRESTSYE

RRAHEBKERMERLE 2023 FERE
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CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
FLE RERMBENEE

The following table sets out our key operating and financial data forthe T xR/ THBM KA HRMOETZLLE RV B

periods or as of the dates indicated: g
SUMMARY OF OPERATING DATA REgEME
As at 31 December
W12A31H
2023 2022 2021 2020 2019

2023 4§ 2022 4 20214 2020 £ 20194

Capacity ('000 m® per day) Eg(FUEKH)
Wastewater treatment 75K R B 2,001 2,031 2,043 1,970 1,830
Reclaimed water supply BAEKHRE 329 237 233 213 52
Running water supply B Rk 4 80 131 131 131 116
For the year ended 31 December
BZ12A3MHLEE
2023 2022 2021 2020 2019

2023 £ 2022 4 20214 2020 4F 20194

Volume EB(FULKS
('000 m? per period indicated) BT B )
Wastewater treatment 35K R IB 719,890 718,924 706,078 657,499 622,842
Reclaimed water supply BAEKEHE 100,529 56,588 54,422 31,177 11,736
Running water supply B 2K gt fE 16,462 17,231 17,116 14,863 14,801
For the year ended 31 December
BE12A3MBHLLEE
2023 2022 2021 2020 2019

2023 2022 F 2021 F 2020 F 2019 F
Utilisation Rate FAE
Wastewater treatment 55K BE IR 98.6% 97.4% 96.3% 92.0% 93.7%
Reclaimed water supply BAEKEHE 83.8% 65.5% 64.0% 53.4% 61.8%
Running water supply B 2RK gt fE 42.0% 36.5% 35.8% 31.9% 35.0%

20 2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
RERMBERME

SUMMARY OF OPERATING RESULTS BY SEGMENT

2023
2023
RMB’000
ARBF T
Wastewater treatment TkER
— Revenue - A 1,233,095
— Gross profit —EF 580,581
— Gross profit margin —EAME 47.1%
Water supply K4
— Revenue A 129,440
— Gross profit —EF 63,841
— Gross profit margin —EAME 49.3%
Others Hit
— Revenue - A 444,953
— Gross profit —EH 153,818
— Gross profit margin —EF E 34.6%

£HE

STHBEREABRE

For the year ended 31 December
BE12A3MBLEE

2022
20224
RMB’000
AREF T

1,298,089
627,062
48.3%

101,234
40,997
40.5%

666,540
189,212
28.4%

2021
20214
RMB’000
ABRBTFT

1,370,283
610,365
44.5%

191,534
49,812
26.0%

755,921
64,605
8.5%

2020

2020 £
RMB’000
ABREFT

1,276,466
558,256
43.7%

260,986
53,420
20.5%

381,971
67,501
17.7%

2019
20194
RMB’000
ARETF T

1,213,810
514,145
42.4%

304,857
57,622
18.9%

314,875
66,157
21.0%

RRAHEBKBERMERLE 2023 FEHRE

2]



22

CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
FHLE RERUBERBE

SUMMARY OF CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

EHEEBRERHBE

Year ended 31 December
BE12A3MBILEE

2023 2022 2021 2020 2019
2023 £ 2022 F 20214 2020 F 2019 F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ANRETFT AREFIT ARETFT AREFT AREFT
Revenue [N 1,807,488 2,065,863 2,317,738 1,919,423 1,833,542
Operating profit ®EFE 615,595 678,302 528,368 429,524 569,692
Profit before tax a0 #) 381,702 367,465 396,693 415,481 438,150
Income tax expense FEmeE R (63,975)  (43,330)  (57,142)  (65,053)  (68,072)
Profit for the year FEF B 317,727 324,135 339,551 350,428 370,078
Other comprehensive income/ Hitv @z
(loss) (& #8) 860 (1,049) (1,219) 13,290 871
Total comprehensive income EEZEWNEARE
for the year 318,587 323,086 338,332 363,718 370,949
SUMMARY OF CONSOLIDATED BALANCE SHEET EHEEEBRBME
As at 31 December
B12H31H
2023 2022 2021 2020 2019
2023 £ 2022 F 20214 2020 F 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ANEBFIT ARBTT ARETFT ARKFIT ARKFT
Assets &E
Total assets BEEEE 12,063,850 11,702,204 12,067,938 10,496,492 9,576,255
Liabilities =R
Total liabilities BEBE 7,086,546 7,044,613 7,632,127 6,224,065 5,481,834
Equity W
Total equity BEeE 4,977,304 4,657,591 4435811 4,272,427 4,094,421
Total equity and liabilities REREHEEE 12,063,850 11,702,204 12,067,938 10,496,492 9,576,255
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A. OPERATING ENVIRONMENT

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

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

& S =

57V B

EEEBSRESH

A, RBRERIE

2023F  EHBUAKERERKABETL KB
BHEEZH FTELEEEENSER 2T MHE
KgE - MERBEEFIRA BRSBTS Z M
BleBEA—F PRELCEBEEIINBES  =TRAB
Mg BEBPREIFRER =8 EE 2
HERVERES NMRBETERERB - 28 F
ItRERBM MAZENERAE BARE B
#%\%ﬁmﬁﬁﬁ KERA RBMOTERNS
BB

03FRE2MEBEN T ABHHARZF
HEEMI+ AR AR EORE—F -
RHEELELEHECELD HRAEELESE=S
%Eﬁi%% BAKTRE BEERBRRELEAS

B RGRIE RERE HHLERREEER
Pﬂi B R B BERT BRIERT - KIERIT
RGRS RATHSEMAREBEE T HGE
NERBEENER M -2023F BEREZH

BFEENMERHRREEZNIFHNE EdhhR
MBKSREMABEERFARB27TE T EFLE
ERECEIMESTHFARBIT2ZET HEX
FARBIHETHNRMA ER BL BFF
FREAGREECE - BRITH BHRERAZEERE

BEREANG BMERE-THERNLRS
FOREMBEEER) HETERIARREREY
EXRTIRNERS REREXERFE IR
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERE EEEFWRESH
1. Overview of Wastewater Treatment Industry

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

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

1. BAKEETERR

FREEERFREASPEZN R BB RHE
CEHRNE2TE-[THER AR . B RTER
HEHBEEEREER BEIIATSEE - WX
BRENE "KEEENREER TETEBR
[ —88 - ORI E  BEMMBIMSKERER -
LHB2023F & HHEBMERREINE TR
T2023F RN BRKEREAM TE E—FH
BTAEEHNAEER BRKEETERRET
MEAE—-—STBR-

MFER BERRTERENRA BEE RMH
B AIRAR ERRZERKRE N 5KE
BUTENEEBRNBEZ B BETEZE
AREEERBEFL BEL EXLOEERE
ERANMERERES -RE BELEHKER
BEXNTHRS AHSKEEREEETR
FEE B ARATEISKERITENERRIME
TERMHBERER -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

2. Overview of Reclaimed Water Industry

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

P Y S -

w7V E

EHEBFmRETWN

2. BEKITERR

TEE-—HAKEREZNER BEKNEEHN
RAEBKERRETUEANTNRE BEE
REBHEEFBEKRKOBER BARTSKBLER
RIfCKR2EHY BXNHTREFBHEET
HENNMERANIRER SBEREABEE
KAEER A A B8 & - 2023F 7 F # 4 e9CRE 10 o0 oR IF
FARKREEFNANEEE B)EHE2025F2H
EBRKRANABEHBITOE L F K R KA L
BRI T A K R R GE B 25% A o FTME R
MHEZKER ITEXEF - KENBEKERARE
LEBAARAKERTRHOBE - BEKMNAB XA
BE BRWHAT ABREREMELERNF
EER - He BRENa T EHAFRENEEE
Z BZERZERAENVNMSZM -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A

ERE BEHESRREDW

3. Overview of Municipal Water Supply Industry

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

On 25 May 2023, the Central Committee of Communist Party of China,
the State Council issued the “Outline of the National Water Network
Construction Plan”, proposing to improve the system and mechanism,
and clearly stating that we shall accelerate the reform of the water
supply price of the water network, innovation and improve the price
formation mechanism combining water supply for public welfare and
water supply for operation, make every effort to open up the “last
kilometer” of the water network, speed up promoting the reformation
of water networks of cities and counties and rural water supply,
and promote healthy operation. In the future, with the continuous
improvement of the municipal water supply price mechanism, market
incentive mechanism and market-based trading mechanism for
water rights, and the in-depth implementation of policies such as the
“Measures for the Management of Urban Water Supply Prices” and
e Supe ry|3|op;g'qgl"Exam|natlon of Pricing Costs
such r bnng positive effects on

the “Measures fpr_
of Urban Water—

ation of sustainable
ration of China’s
hof the integrated
ly will become an
t of the industry,
- requirements for the

3. LK AT E R

—ENARCHKTEHEHARRARENERTT

¥z BEEWAHOK - B ERR A KT
FEIEHEPAETBREKEH - OIFR - FERHBET

— RN REHRKTEMBLERENRE  RED
BENMREEANEN  E-FBEHRKITEND

%Eﬁ’ﬁ$%ﬁ%%%ﬂ$%ﬁ%ﬁﬁﬁﬁﬁ
KGEHEERN HKEEREMNER  REMK
ﬁ%%%§°

202345 H258 - PR BB ED BB R K
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

B. DEVELOPMENT STRATEGY AND FUTURE
PROSPECTS

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

The year of 2024 is an important year to promote the construction of
Beautiful China. Guided by the important strategic plans such as the
“High Quality Development of the Yangtze River Economic Belt™ (&
7T 4% 75 % 75 & & % & ), “National Development Plan for the Resource
Utilisation of Urban Wastewater Treatment Agents in the 14th
Five-Year Plan™ (+ /U F 4 $E)5 7K iR 32 & B R 7| A % & 48 &) and
the “14th Five-Year Plan for the Development of the Environmental
Protection Industry™ (+ P1 B IR R E ¥ % & # &) in Yunnan
Province, the Company adheres to the development philosophy of
“unitary domination with diversified development”, upholds the general
working keynote of “seeking progress while maintaining stability and
promoting stability through progress” 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, explore resource utilisation of
solid waste disposal, enhance core competitiveness in key technology
areas such as comprehensive use of high-quality reclaimed water and
expand the industry chain of ecological and environmental protection.
We will optimise the industrial structure, revitalize the stock, make
good use of the increment, stimulate the internal impetus, broaden

the financing channels, strengthen the prediction and judgment of
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C. BUSINESS REVIEW

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

projects.

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

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

Wastewater Treatment Projects

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

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

Reclaimed Water Business

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

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

Running Water Business

For our running water business, as of 31 December 2023, we had
5 running water plants in the PRC. During the Reporting Period,
the supply of running water amounted to 16.462 million m®, and the
quality of water supplied met the requirements of the “Standards
for Drinking Water Quality GB5749-2022"* ({ & /& fk F§ 7K i1 £ 12 %
GB5749-2022)).
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D. MAJOR RISKS

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

Capital-intensive characteristics of the industry

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

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

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

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
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E. FINANCIAL REVIEW

1. Consolidated Results of Operations

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

following table sets out our consolidated results of operations for the

periods indicated:

..

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
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BINE

TXwmARBERAZERMEEEENTIEBS -
TRHEIATHBERMNAFELSE:

For the year ended 31 December
HE12AMHALEE

2023 2022

2023 £ 2022 %

RMB’000 RMB’000

AR¥FT AREFT

Revenue N 1,807,488 2,065,863
Cost of sales & KA (1,009,248) (1,208,592)
Gross profit ER 798,240 857,271
Selling expenses HEER (2,326) (4,339)
Administrative expenses THEA (111,878) (121,307)
Research and development expenses mEEA - (542)
Impairment loss on investment in an associate B ERBERXK (55) (5,576)
Net impairment losses on financial assets SREERBERBRXFS (110,033) (114,486)
Other income H b Uy 25 45,508 68,171
Other losses HiEE (3,861) (890)
Operating profit gewE 615,595 678,302
Finance income B 75 A 39,172 39,338
Finance costs B 75 B AN (273,065) (349,484)
Finance costs — net U N (233,893) (310,146)
Share of results of associates HENAIEERRDE - (891)
Profit before tax a0 FHE 381,702 367,465
Income tax Frig ot (63,975) (43,330)
Profit for the year FEME 317,727 324,135
Other comprehensive income H 2 W s 860 (1,049)
Total comprehensive income for the year EEZEWREAR 318,587 323,086
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a. Revenue

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

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

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

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

b. Cost of sales

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

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

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

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

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

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

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

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

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

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

e. Administrative expenses

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

f. Research and development expenses

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

g. Net impairment losses on financial assets

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

h. Other income

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

FRE BEEEGWESW
i. Other losses

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

J- Operating profit

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

k. Finance income

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

I Finance costs

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

m. Profit before income tax

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

n. Income tax expense

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

o. Total comprehensive income

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

ERNE EHERWREDH
2. Liquidity and Capital Resources

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

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

2. RBEERELXER

BMOBEcETZANEKEE BHR - CERBEERM
HSKEEREKEHE 25 RILE BRMHKRER
KEFMFTESTIZEBMBBRTER KLEELENR
e RELDERBTEBES -

TREINERMRARFENREZRE

For the year ended 31 December
BZE12A3MBLEE

2023 2022
2023 &£ 2022 F
RMB’000 RMB’000
AR¥Fx ARKTFT
Net cash from (used in) operating activities KEFHEE(FER)NRE
4 220,948 (302,629)
Net cash from (used in) investing activities HEZHEELEFERH
Be B8 303,830 (96,537)
Net cash used in financing activities BEEEFEAN
B4 FE (480,552) (973,537)
Net increase (decrease) in cash and cash RekBAeEFED
equivalents 55 0 (EJEY ’J\) 44,226 (1,372,703)
Effect of change in foreign exchange rates EXE{E (1,632) (149)
Cash and cash equivalents at the beginning of the ¥ 2 £f ¥ &9 Iﬁ S
Reporting Period ReEEY 131,494 1,504,346
Cash and cash equivalents at the end of MEBMERHES R
the Reporting Period ReZEEY 174,088 131,494
a. Net cash from (used in) operating activities a. BEFHEL(REHHEEFE

Our net cash from (used in) operating activities primarily consists of
cash received from our clients for services provided by us which net
of used cash in our operations for the purchase of raw materials and
other inventories, payments to suppliers and subcontractors, payments
of 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 2023, our net cash from (used in)
operating activities was net inflow of RMB220.9 million, primarily
comprising cash received in operations amounting to RMB523.3
million, income tax paid amounting to RMB23.4 million and interest
paid amounting to RMB278.9 million. The net cash from operating
activities in 2023 increased by RMB523.5 million compared with that
of 2022, primarily due to the increase in cash received in operations in
2023 as compared to 2022.

b. Net cash from (used in) investing activities

Our net cash from (used in) investing activities primarily consisted of
cash received from disposal of subsidiaries, repayments received from
related parties and used for purchase of property, plant and equipment,
loans to related parties and other investments.

As of 31 December 2023, the net cash from (used in) investing
activities amounted to net inflow of RMB303.8 million, primarily
comprising the purchase of property, plant and equipment amounting to
RMB84.8 million, purchase of intangible assets amounting to RMBO0.9
million, net collection of loans granted to related parties amounting to
RMB50.2 million, interests received amounting to RMB44.9 million,
proceeds from disposal of subsidiaries of RMB140.0 million and
advance received from disposal of equity interests in subsidiaries
of RMB120.0 million. The net cash from investing activities in 2023
increased by RMB400.3 million compared with that of 2022, primarily
due to the decrease in cash paid for the purchase of property, plant
and equipment as compared with last year, the increase in proceeds
from disposal of subsidiaries received and interests received as
compared to last year.

c. Net cash used in financing activities

Our net cash used in financing activities primarily represents repaying
and obtaining borrowings. Our net cash generated from financing
activities decreased from net outflow of RMB973.5 million for the year
ended 31 December 2022 to net outflow of RMB480.6 million for the
year ended 31 December 2023, which was primarily attributable to a
decrease in repayment of borrowings in 2023 compared with 2022.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A

ERE BEHESRREDW

3. Working Capital

The table below presents our current assets and current liabilities as of TRV A RA PR AN AHEERAD AR

the dates indicated: B EF 15 -
As at 31 December
m12A31H
2023 2022
2023 & 2022 F
RMB’000 RMB’000
AR Fx AR FT
Current assets mEBEE
Receivables under service concession K ERBETH
arrangements & U R 18 30,682 44,128
Amounts due from customers for BREFE&ESERK
construction contracts 27,116 35,602
Inventories FE 7,570 21,890
Financial assets at amortised cost NEERATFTENESREE 179,800 240,000
Trade and other receivables JE U2 B 5K B EL At FE IR 4,437,299 3,676,339
Cash and bank balances Be RRITER 174,088 131,494
Restricted funds ZREE S 54,865 181,194
Total current assets REBEELAE 4,911,420 4,330,647
Current liabilities mBAaRK
Trade and other payables FE A BR 30 % H th JE 5T K 1,380,081 806,410
Contract liabilities ERAEE 7,163 6,839
Tax payables FE A4 B 18 142,462 79,431
Borrowings [EEN 3,266,653 3,346,394
Total current liabilities mBaEAR 4,796,359 4,239,074
Net current assets REBEEZFE 115,061 91,573

We recorded net current assets of RMB115.1 million as at 31  72023F 12 A31 8 K2022F12HA31H » & &5
December 2023 and net current assets of RMB91.6 million as at 31 A B EEFHEINAARKEI1MBIBETRARYE

December 2022.

916EE T -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

a. Receivables under service concession arrangements

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

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

b. Inventories

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

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

P Y S -

BINE

EEEBRWRESTT

a. HAEEEG#ETHERE

BMHBETCLERE TERREBEBERERAST
HEA FEERS(GIBOTER M=) 3k Wi ¥ &
(RTOTHEMB)FMEER KRG EEWKIE - RIR
HMHBOTRTOTH & & & iHaE T 6 EK
FEEARMMABOTRTOTIHE B &2 B H WER K
BRARBERABE(KELERBURBERARAE) -
BEFTEERAGRAYPRY T -_MARIBHNE
FEEEBRETHORBKARES >RSP ERBEEZ
EEBBEXRAYNRBEE MEASBKBLIWSE
BIERBEE -

BT E# S T AR WK IR 2022412
AMBEMARB4M4N1BETR I ARBI134BE
TL3%30.4% £ 2023512 A31H M AR EI0.7TE & T °
TERA - FRIPNEHEEREBETHRER

RIER D -
b. &

RPN GEEESREBEH2022F12A3MANARE
2198 B TR AR 1438 & JT 565.3% £ 2023
F12A3MEHMARBIEEL - TZERAALE
RFERERMBA LD FHEAB

KM 7FERE X H2022F12 8318 H5.8 K%
KE2023F12A3MANS3IX(EEBFHFHE
ERNEHEFRBERANEEKANERIUIGSKTH -
HE2022F 202312 A3MB L EEHXKAFEEH
MEEREHNERTEHE) -

RRAHEBKBERMERLE 2023 FEHRE

43



44

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

=7, S W - -} e =1 A
BEARNE EEESWESH
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
decreased by RMB8.5 million, or 23.9%, to RMB27.1 million as of 31
December 2023 from RMB35.6 million as of 31 December 2022.

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.
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The following table shows the breakdown of our consolidated trade

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A D

FRE BEHEHES

s i

TREIRARARHMOEGREERRE W

and other receivables as of the dates indicated: JFE U2 5K PR 48 -
As at 31 December
m12A31H
2023 2022
2023 £ 2022 F
RMB’000 RMB’000
AR F T AR For
Trade receivables: FE W BR 5K :
— Third parties -E=h 194,924 202,799
— Related parties — A 228,236 551,514
— Local government —Hb 5 BUS 3,233,175 2,200,998
— Loss allowance —EERE (108,337) (81,712)
Trade receivables - net EUWERR—FHE 3,547,998 2,873,599
Other receivables: H fth B FK
— Third parties - =il 97,942 99,155
— Related parties — BT 713,921 584,390
— Local government — i 75 B 28,185 70,666
— Loss allowance —EERE (33,334) (23,671)
Other receivables — net HttEWH-FH 806,714 730,540
Prepayments: AP
— Others —H b 82,587 72,204
— Impairment loss — R EEE - (4)
Prepayments — net BR®m-F#E 82,587 72,200
Trade and other receivables — net ERRAREBERK-—FHE 4,437,299 3,676,339

RRAHEBKBERMERLE 2023 FEHRE

45



CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, L S -
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EEEBRWRESTN

Our net trade and other receivables increased by RMB761.0
million, or 20.7%, to RMB4,437.3 million as of 31 December 2023
from RMB3,676.3 million as of 31 December 2022, reflecting in
(i) an increase in trade receivables due from local government
by RMB1,032.2 million, or 46.9%, to RMB3,233.2 million as of 31
December 2023 from RMB2,201.0 million as of 31 December 2022;
(ii) a decrease in amounts due from related parties by RMB323.3
million, or 58.6%, to RMB228.2 million as of 31 December 2023 from
RMB551.5 million as of 31 December 2022; (iii) an increase in other
amounts due from related parties by RMB129.5 million, or 22.2%, to
RMB713.9 million as of 31 December 2023 from RMB584.4 million
as of 31 December 2022; and (iv) an increase in total prepayment of
approximately RMB10.4 million in 2023.

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

follows:

P9 B FE URR FR & H M FE U B S RE R 202212 A
BITEMARKI6763E B L MNARKT61.08
B T 8020.7% £ 202312 318 0 A R #4,437.3
BE LA %0 R B (i) FE U 5 IR T ) RE U
BR X A2022F 12 A31H AR #2,201.0 8 & JT i mn
AR #1,032.2H & JT 5046.9% £ 202312 A31H
WA R¥3,233.28 & 7 ¢ (i) FE WK B B 5 A9 1B IR K
1B H2022F 12 A31B M A R ¥551.58 8 T | &
AR 32335 & 7T 5058.6% 202312 A31H &
ANRB228.2H Bt (iii) H b & UK BA B 5 69 B
2022 12A3MA M ARKG844E ST MAR
#129.5H B JT 8(22.2% £2023F12 A31BE A R
¥ 713.98 B Jr ¢ K (iv) 2023 F T8 (- 3% 18 48 8 3% A0
HWARBEI104BE T -

AEBEEWRERKRRTOAT

As at 31 December

w12A31H
2023 2022
2023 & 2022 F
RMB’000 RMB’000
AR¥Frx ARB T
— Within one year —1F A 1,341,523 1,771,954
— Over one year and within two years —1&E2%F 1,471,773 1,041,909
— Over two years —BiE2F 843,039 141,448
3,656,335 2,955,311

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

(a) n
IS

\

EEBERA BEEEEZNEK
BBZREDHMOT

o

As at 31 December

®w12A31H
2023 2022
2023 F 20224
RMB’000 RMB’000
AR¥Frx AREBFT
— Within one year —1F A 1,341,523 1,771,954
— Over one year and within two years —1E2F 1,471,773 1,041,909
— Over two years —HBiB2F 843,039 141,448
3,656,335 2,955,311
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

FRE EEREBFSWESH

The Group does not hold any collateral as security. AREBTEBBEEMEFRRERER-

The following table sets out our receivable turnover days for the T~ % & 71| 7 AT 7~ Hi R 19 /9 8 Uk 3k 78038 &8 K 8

periods indicated:

Trade receivable turnover days () FEWREFRAERX&HO

Trade and other receivable turnover days @ JE U5 AR 3R R H i BE IR
HEXH

Notes: M &t -

1) Calculated as the average net trade receivables for the relevant period 1)

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 2022 and 2023.

(2) Calculated as the average net trade and other receivables for the (2)
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 2022 and 2023.

As at 31 December

®12A31H
2023 2022
2023 £ 2022 4
Days Days
x X
648.4 404.9
819.2 579.5

REBFETFHEREZFERAGAER KA
B EPA365 KT H - # 2022F K% 202312 A 31
BLETERARRERPI R REHNEYT
#H1E -

B A B FE T R RR R H i R R R BRI
EAFERMKABRIABSKE - # E2022F &
2023412 A31 8 Ik F E ] A B YR 3 & H fib &
WA R REHOERFHE -

Our trade receivables turnover days increased by 243.5 days in 2023 & 1 &9 & Ux 3R 3% /& & X 202023 £ #2022 4F 1 N
as compared with 2022, mainly due to the delays in government 2435k FEHAREHHF N R BT EEH -

payment during the Reporting Period.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
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e. Trade and other payables/Contract liabilities e.

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:

BEZFRAEMEMS SRAERE

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 68 A 0 - B 8RB PR 8 51
BB

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

As at 31 December

®12A31H
2023 2022
2023 % 20224
RMB’000 RMB’000
AR¥FRT ARBFT
Trade payables FE - BR 3K 454,721 295,842
Other payables H e 1 3K 464,099 172,989
Note payables B R - 20,063
Consideration unpaid for acquisition BETFRAAIRINHHEE
of subsidiaries - 16,464
Staff salaries and welfare payables FENEE T T & F148 7 60,919 42,704
Payables on acquisition of property, BETHE IHEK
plant and equipment B R0 AN 225,308 175,322
Payables on acquisition of land use MEETEE T ERED
rights from related parties FE 1~ 3K 31,000 31,000
Interest payables FE - ) & - 25,442
Accrued taxes other than income tax B FT 15 85O0 B FE 5T X 3K 24,034 26,584
Advance received from disposal of equity TEWHE AR RERE X
interests in subsidiaries 120,000 -
1,380,081 806,410
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Contract liabilities

EARE EEESRESH

As at 31 December

®12A31H
2023 2022
2023 & 2022 F
RMB’000 RMB’000
AR Fx ARETFT
Contract liabilities ARATE
— related parties —FE A 3,184 3,184
— third parties - =il 3,979 3,655
7,163 6,839

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

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

AP ) FE AT IR AR % H b JE A BB 202212 A31 H
MARMSB64E BT MARKESIZTE B T %
71.1%%E 202312 A31 A AR #1,380.1 8 & T °
FTERB20BFENE=ZFAREBE EMWELE=
FREBEHEMEIBURHE A F R ERE KM

REEEABRE REHEBZNENERRE
BMZREDTOT

As at 31 December

®w12A31H
2023 2022
2023 £ 2022 F
RMB’000 RMB’000
ARBFIT AR F T
— Within one year —1FEUR 197,904 192,094
— Over one year and within two years —1E24F 165,679 4,651
— Over two years —HBi@E2F 91,138 99,097
454,721 295,842

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

20224 K2023F12A31MB - BKERME M E K
ZEHMBEBMARIN REEBHMAERMER Ei
ENRHEFIMNAE -YH BNERREAE
NREAEARHERIEB HArBERERAEAR
FET ©
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERE BEHESRREDW

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

TEREIRARBAEERMANENKREBERBERE:

indicated:
As at 31 December
®m12H31H
2023 2022
2023 % 20224
Days Days
x X
Trade and other payables turnover days () FE A BR 3% H th JE 5T K 395.4 2243
BEXEHO
Trade payables turnover days @ EREFRBEXRH? 182.7 132.4
Notes: M &t
(1) Calculated as the average trade and other payables for the relevant (1) REBFEFHEMERRREMENKERAEHE

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 2022
and 2023.

(2) Calculated as the balance of trade payables at the end of the relevant
period divided by total purchase of materials for such period and
multiplied by 365 days for the years ended 31 December 2022 and
2023.

Our trade payables turnover days increased by 50.3 days in 2023 as
compared with 2022, mainly due to the increase in trade payables
during the Reporting Period and the decrease in total purchase as
compared with the last year.

The Directors confirm that up to 31 December 2023, there was no
material default in payment of trade payables.

FRIEERANBEFUISKRTE - H F2022F &
2023F12A3MB L FE R A E MR & H i fE
NHBNREARESROERFIHE -

(2) 1% 4 A 4 PR R AT BR K A B B DA A B P AT R 3R
% 4 % 3 Ok LB £20224F 20235612 A31H 1E
FE365RTH -

BP9 R IR XA B X 22023 F #2022 F # N
503K TZHRBEHEMNEREMNBERBER
EREFEMTRELR-

EEHR BHE2023F12A318 ENERXHNX
NYEHBEKELD -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
EARE EEESRESH

4, Indebtedness 4. & I8
a. Borrowings a. & =

All of our borrowings are denominated in RMB, HKD or USD and HfiIWERXHUARE B xstE o HE
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 3K
As at 31 December
m12A31H
2023 2022
2023 2022 F
RMB’000 RMB’000
AR T AREFr
Non-current portion 3E i B AR 0
Unsecured long-term borrowings RERMREER 169,200 989,400
Secured long-term borrowings ERORBER 1,836,285 1,533,293
Total non-current borrowings FEREBERER 2,005,485 2,522,693
Current portion B EB
Unsecured short-term borrowings REROEHER 875,770 2,687,428
Secured short-term borrowings EROEHER 2,390,883 658,966
Total current borrowings MENfE KA 3,266,653 3,346,394
Total borrowings BB E 5,272,138 5,869,087
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
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BHINE

EEEBRWRESTN

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

IO HE T35 H BRI K

Weighted average effective interest rates

EEERBERAMONEFHERMENT

As at 31 December

®R12A31H
2023 2022
2023 £ 2022 4
5.17% 4.05%

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

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

M20224F K% 2023F12A318 R PAMEREE D
%JﬁAEﬁ%sssmE%rz&/\ﬁiﬁsznﬁﬁé-%
T BHRAREHARRERBEBERD  BRE

azaziliﬂﬁﬁﬂiﬁﬁwa@%?k Iﬁtzﬁifﬁﬁ
%’Eﬁw\TAEﬁ%g?.oﬁ%ﬁo%Fﬁf;ﬁ%thv%i
20224 2023 F12 A3MANERARE20HE
TRARB2196 1B B LTINS KEBRZEER-

B E2023F12A3MB HMEERERE R BH
N ROMGERMEBEEERNERZENBR
MERTHBZAETRMNEMRITRE IR

H‘Jzzif;az%#\ MR EMER N REMBITE
FiA .ﬁtﬁf u/uﬁlﬁﬁﬁuufﬁfj'ﬁﬂﬁﬁy@y
?;EHME@K‘ IR o 8220236 12H31H -

I & U lH?cﬁTmﬁw BEHMERDHE
MBHER-

TiER RN =19
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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
2023 2022
2023 2022 4
RMB’000 RMB’000
AR®Frx AREBFT
On demand or within 1 year BNEAsk 1 A A 3,266,653 3,346,394
Between 1 and 2 years 1524 99,100 928,216
Between 2 and 5 years 2FE5F 1,369,599 1,304,021
Later than 5 years 5F A F 536,786 290,456
5,272,138 5,869,087

As of 31 December 2022 and 2023, our net gearing ratios were 54.4%
and 50.3%, respectively. Our net gearing ratios as at 31 December
2023 decreased by 4.1% as compared with 31 December 2022,
primarily due to the changes in cash and cash equivalent and net debt
for the current period during the Reporting Period.

Except as disclosed above, as of 31 December 2023, 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.

MR 20224 K% 2023F12A31B M EFEEEE
Lt & 5 5l 554.4% 5. 50.3% ° 18 8 7 & = 2022 F 12
A31A  HM&E =2023F12A831BNFEEAR
EBRDAI%BHEIZEFREAERBTESHANELABEE S

B XX PATHREE E SN B E2023F12 4318 - &M
TEFAEZETRMAEEXRBEBETNEESR
ARTEX BERIEMBUER RELEBEEX
AEIERE EREE BB EW MEBERE £
RELEMBEANSIEEE -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A
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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: AT
As at 31 December
®w12A31H
2023 2022
2023 & 2022 F
RMB’000 RMB’000
ARBFT ARBFT
Property, plant and equipment TEE IKREEE 13,648 499,550
(b) Concession projects and construction projects contracted at  (b)

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

As at 31 December

w12A31H
2023 2022
2023 £ 2022 F
RMB’000 RMB’000
AR¥FT AR FT
Concession projects and construction projects BHTEARERES 727,479 1,760,522

(o} Capital expenditure ¢}

Our capital expenditure mainly comprises purchases of land use rights, HfMNEAR X T EREBESE LT HERE - 78
property, plant and equipment and intangible assets. Our capital ZE - E & R #& M E & E - & £2022F %2023
expenditure was RMB369.3 million and RMB112.7 million for the years 4128318 It & KW E LB I H A A AR
ended 31 December 2022 and 2023, respectively. We expect to fund #3693 F BTk ARBEI1127TEE T RMFEH =
our contractual commitments and capital expenditures principally Z BB XML EEZHELNE L FE EXAE
through net cash generated from our operating activities and proceeds B AN AR AZLEARASZRHEES -
from borrowings.
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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 BOBERRAOT

As at 31 December

W12A831H
2023 2022
2023 £ 2022 F
RMB’000 RMB’000
AR #Fx AREFr
Wastewater treatment 55 7K B 12 77,493 231,252
Water supply K4 31,555 18,034
Others H 3,687 120,049
Total & &t 112,735 369,335

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

5. Off-balance sheet arrangements

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

BEBMOENEHTE RAMEAREARE
2024F12AMBIEFRELEEARARAX ARKT28
EET-AMMBERAABTARRRRMNES
HE BATR EERERARGELER BN
& 5T A -

5. BHERBBERILH

BRAERE AT OB & N R2023F 128318 &AM
WEAMNAREENEEBBRRIIER B HEH
EHAREMEEABRIINTH BMUBREES
RERXRGEBEBEHNRSEH AEBZHBERR
T2ERITHERTRNEARBER KBEEKX
ERzeMEM L REMNEEREF  BHMH
EMERAHBERITIURZIIUEMNIXNBEEZY
MR JEARELAEABRINTHIABEMSE
HWBEERBERENMBLINMEBHERIT LR
%o
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

& . = s EN YN
EFRNE BEEESWESW
6. Initial public offering and use of proceeds from initial

public offering

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

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

BEXLAPHBERER L HAEBEENSEREHR
HIE R 20174 A6 B A R AT L WA BRHK
3.917% JT /9 (& & % 17 &~ A 7 339,430,000 % & & @
BARBI00TTHHR  BTRBHBREIAN A
#91,327,171,3007%8 7T - HAR £ 11 7% + & $£593,000 %
HIRERBEE SHNBROE2REEPERBRER
EHERNDNIMBRBFE: RNH2REEHE
EEAEREMAIE ARRAKEBRMNE2REE
FIERERSFEAARK10723EE T

EREESASERARE BREMBALR &4
ARRAIKREEBERTE  HHIR2022F7H58 &
20233 A1 BHNESFSTERHE2REEME
REFERARETTERE(FABRAERALAR
B9 Rl £2022F7 A58 X2023F31HM A E) -
RESZEEARAERTE 2RFEEMBRE
FHEORBE FEIE B BRN2023F6 300 3k 2 Al
FTATEWERAREEMERIEFEN100%)
HEBEoRABRERNT :
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
ERNE BEHER®WETH
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 2023 to 31 Date to 31 from the
Initial Public ~Initial Public ~ at 1 January December December Initial Public
Offering Offering 2023 2023 2023 Offering
B2023% Atz
1R1B& REZ
R2023 5 ENBE 20235
R 1R18 12A31A 12A31A HABA
LER] NRARE HKEA LHE  LHEEXR BERRNE
BERDR REHE ERAFEE BERDRA NRRE BEMG
BERE BEHE  MRERE REMAAE FEHE BRE
Use after change BEAERRE ARt R# BE FEEBRXE FHEEIY BE
RMB million RMB million RMB million RMB million RMB million
ANRBEET AREKEET ARKEET ARKBET ARKEET
Investments in BOT/BOO wastewater BOT/BOO5 7k & E i |k 34% 361.72 - - 361.72 =
treatment and running water supply BRKEEERNRE
projects
To acquire TOT/TOO wastewater treatment 4 ETOT/TO0/5 7k & 2 B &k 27% 289.70 S S 289.70 =
plants and running water supply projects BRK{ERER
Repayment of bank borrowings BRETER 25% 271.74 13.27 13.27 271.74 S
To supplement working capital and BRAEEEER 14% 156.14 412 412 156.14 =
for general corporate purposes fF-RATAS
Total @3 100% 1,079.30 17.39 17.39 1,079.30 -
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The net proceeds from the Initial Public Offering were used according
to the intentions previously disclosed in the Prospectus and the
Company’s announcement dated 5 July 2022 and 1 March 2023,
respectively. Save as disclosed above, as of 31 December 2023, there
was no material change in the use of net proceeds of the Company.

7. Exchange rate risk and management

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

8. Employees and remuneration policies
Relationship with Employees

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

9. Contingent liabilities

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

10. Material charges on assets

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

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

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

BEAARBEEMSRBEFECECEZANBRHA
HE - AQF HHS R A2022F7 A5H %2023F
SATEMAEFMBEENARTUER BN LM
B EIN B E2023F 128318 - AR A8 KA
FHENBRNERTEE RS-

7. xR EE
AEBNEEHAIEES RINEET IEE

SEZRBLEL A% H R AT740,330,0007% T
&11,613,000%%0E%B@E)ﬁb%ﬁ‘”f’y\\ﬁ%éA
BEEBRABEHE —TEHE -RBOIIEER

MEZENCREBETHE ﬁm%ﬂ%%%%
BKERERAARBEERETFTALEBE -AEHE
BHYNAER EEHENEFEHEHOARE -

8. & 8 & % B B3R
HETH B
FHARENEERTFMEE  F2HEEIRE—
AXBER-7TEH8 THBRE]-
9. HERE

HZE2023F12A3MA  ASETETMNEKRNKE

BfE-
0. EXEERH

M2023F12A3MB - AKBEZEERRITREAM
fEETIIAT 5% H AR

(i) HAKEREER T ORI Z2HERB R
AEBEMERE 2B TS KEE #HKE
Hemiegakka(BRFTFEERER
AR5 45 FTHE L HE B IRRIR) - !

(i) AR EE T 5K R A A
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

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

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

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

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

P Y S -

BINE

EEEBRWRESTT

11. EXARERWKE

MN2021F9A298  ARAI(HEREEZTA)HE
BREAEREARARAERAEEEEAN)RBAR
TROBRARERSTUTBERIIT) EREE
ABANRERAEEZREREBIVEEEES
REESREETEARD Bt ARARAE
LB ARBIBETEAZEREE ARKER
EEHEXEEREBRAR(EMEBERER
BEDHBENENRERE®E HRA3EA - A2 A
MEZEEERNEKRE ARBIET - K2021F12
A31B GRS FFTHESHREETREARLR
GEHWE AN BEESHEETEEARRKES
THEEEEAZNHRERZE202244A108 -
HEFERAQT A A5202149 A29A8 k20214
122A3MAMARE-

M2022F4 108 EE5REEEREAREH-
REGE BEEEBRARBAEESREAEEREAR
HMEBALOTE NEBEEZINPAZEEEEAEEBETE
ERBRAARAI#ETH R F1EBFER AR B H
B2022F4A11BAMAE -

RBEHAR ZREEEEAIANERRAEE
BENIS% NARERH ERERXERRKRE
i R 5T 2 O HE L R AR BR R E A

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

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

12. Disposal of subsidiaries, associates and joint ventures

On 15 September 2023, the Company (as transferor), the People’s
Government of Malong District, Qujing City, Yunnan Province (as
Transferee 1), Qujing Zefeng Water Co., Ltd.* (#3522 KB R A
Al) (as Transferee Il) (Transferee | and Transferee Il are collectively
referred to as the “Transferees”) and Qujing Dianchi Water (as
the Target Company), entered into an equity transfer agreement,
pursuant to which, the Company has conditionally agreed to sell and
the Transferees have conditionally agreed to purchase 100% equity
interest in Qujing Dianchi Water for a consideration comprising the
equity transfer price, the borrowings provided by the Company to
Qujing Dianchi Water, the dividends payable by Qujing Dianchi Water
to the Company and 50% of the profit or loss for the transitional
period to be determined based on the audit for the transitional period,
of which the profit or loss for the transitional period shall be subject
to final audit. It is estimated that the consideration will not exceed
RMB151,154,000. Qujing Dianchi Water is principally engaged in
wastewater treatment and running water supply businesses. Upon
completion of the disposal, Qujing Dianchi Water ceased to be a
subsidiary of the Company, the Group ceased to have any equity
interest in Qujing Dianchi Water and its financial results ceased to be
consolidated in the accounts of the Group. For details, please refer to
the announcement of the Company dated 15 September 2023.

ARANBRETEESZTIERELTHEABRR
EXHAR -RBEBRER ARARSHEITHBEEE
WA THEREDN BABEATLREARRQA
EXRMBEMETATRT - EEEREIEREH
EXRENER L REREFAREE EEHE
E2WBERT RAGERBRATENER L ETT
MEESNER URSESEAXRE -ARQFH
BEEHERBRERBANRBEESRERNE
EHEUBRTEER AQAATERENR S K
CRMEESHRAUREER -

B Fut BTN B E2023FE12A31F  AEE &
BAREBERBAEAEENTE -
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]
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]

A&

MN2023F9A15H AR (EABES) ZHE
METSERBARBRNWEASZERD  thig 28
KEERRAAVEAXBZRIN(ZEFIRZEA
GRIZEF]RBBFEGKEWERBEZARG]
VhEEZERE B AARAKHERELS
LEZEAFERGRZEE B E M IKBE100% 8K
E RELCEREESZER AQRMMBEED
KISIRE R E R BB EM KIS E AR E W ER
BRFREERBERAEHBIRENBERBEN
50% EPBEHBSEURKES AL -EHARE
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

As of the end of the Reporting Period, the relevant procedures of
equity transfer have been completed.

On 20 December 2023, the Company (as the transferor), Hunan
Zhihong Paper Industry Co., Ltd.* CH B E B K X SR 2 7)) (as the
Transferee) and Hongyu Thermal Power (as the Target Company)
entered into an equity transfer agreement, pursuant to which the
Company has conditionally agreed to sell and the Transferee has
conditionally agreed to purchase 100% equity interest in Hongyu
Thermal Power, at a consideration comprising the equity transfer
price of RMB43.579 million and the principal amount of the loan of
RMB5.02 million provided by the Company to Hongyu Thermal Power
together with interest thereon, of which the interest on the loan shall
be determined based on the amount calculated up to the date of
actual repayment, and it is estimated that the total consideration will
not exceed RMB48.756 million. Hongyu Thermal Power is principally
engaged in power supply, heat generation and sales. Upon completion
of the disposal, Hongyu Thermal Power ceased to be a subsidiary
of the Company, the Group ceased to have any equity interest
in Hongyu Thermal Power and its financial results ceased to be
consolidated in the accounts of the Group. For details, please refer to
the announcements of the Company dated 20 December 2023 and 27
December 2023, respectively.

As of the end of the Reporting Period, the relevant procedures of
equity transfer were in progress.
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On 29 December 2023, (i) the Company (as the Transferor), Sichuan
Development Guorun Water Investment Co., Ltd.* (P11 % & & & 7k
7% 1% & A& BR A &) (as the Transferee) and Zhaotong Dianchi Water
(as the Target Company |) entered into the Equity Transfer Agreement
I; (ii) the Company (as the Transferor), Sichuan Development Guorun
Water Investment Co., Ltd.* (P9)!| & R EH KK EBR A7) (as
the Transferee) and Yiliang Dianchi Water (as the Target Company Il)
entered into the Equity Transfer Agreement II; and (iii) the Company
(as the Transferor), Sichuan Development Guorun Water Investment
Co., Ltd.* (P9Il 2 & B M /K % & & B BR A 7)) (as the Transferee)
and Suijiang Dianchi Water (as the Target Company Ill) entered
into the Equity Transfer Agreement Ill, pursuant to all of which the
Company has conditionally agreed to sell and the Transferee has
conditionally agreed to purchase 80% equity interest in each of the
Target Companies, at a consideration comprising the equity transfer
price in the sum of approximately RMB242,762,000 and the interest of
approximately RMB2,413,000 in total as agreed to be calculated based
on the price to be paid by the Transferee in instalments, of which the
interest as agreed to be calculated based on the price to be paid by the
Transferee in instalments shall be subject to the final actual calculated
amount, and it is estimated that the total consideration will not exceed
RMB245,175,000. Upon completion of the disposal, the Group will only
be interested in 20% of each of the Target Companies, each of which
will cease to be subsidiaries of the Company, and their financial results
will cease to be consolidated into the consolidated financial statements
of the Group. For details, please refer to the announcement of the
Company dated 29 December 2023.

As of the end of the Reporting Period, the relevant procedures of
equity transfer were still in progress.

Save as disclosed above, the Company had no other disposal of
subsidiaries, associates and joint ventures as of 31 December 2023.

M2023F12 4298 () AR al(tEAEES) M)
ERBEBAKEEEERARNUEASESF)LBER
B KEWEABERRNILERERZERI: (i)
ARABI(EAEZER) WIBREEBEKBERES
RARI(EABSZEFIREREBKBEUWEABEEA
BINTYERLTZARIN: R(iVARAF(EAEZE
F) N EREMKBIEEARAREAZER)
&&;Iﬁm*i%(fﬂ%ET?%/AEHD;T&FV*%
ERIMN- B AR ERGAEHERTESE
FKHREBESERARS0%MERZ RERE
BEEEERATHOARE 2421628 TR ENT
BEHOHINZERMAOTHENREATHA
RE213B T HAERITEFDHIMAZER
MHOTEHENFEURKERTESEARE B
HAREETHBBARKE245175ET - REEE

A& ASEBEREASBERAAEAE20%
MikE SERRARKBTIBERARTNKELRA

BEREZMBEEBTBRAHALEENES
R -FEBRREARRAEAE223F12729
BRI AL -

BERESHR REBEZRETEECRES -

M bt 3% 5 SN B £2023F 128318 AEE &
HvHEMBAR BHMERARRALRANBR -

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



CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

13. Loans to Certain Entities

On 9 June 2022, the Company entered into an entrusted loan contract
with Kunming Construction and Kunming Panlong District Rural
Credit Cooperative* (B Bi T # % [& £ & 5 A & {EH #1) (“Panlong
District Rural Credit Cooperative”), pursuant to which the Company
entrusted Panlong District Rural Credit Cooperative to provide a loan
of RMB310 million to Kunming Construction with an annual interest
rate of 8.5% which became due on 8 June 2023. Kunming Dianchi
Investment provided a full and joint liability guarantee for the entrusted
loan transaction under the entrusted loan contract. On 9 June 2023,
the parties entered into an extension agreement for the entrusted loan
contract dated 9 June 2022 to extend the term of RMB180 million of
the principal amount thereunder to 8 June 2024. For details, please
refer to the announcements of the Company dated 9 June 2022, 9
June 2023 and 12 June 2023.

On 24 October 2022, the Company entered into the entrusted loan
contract with Kunming DIG and Kunming Chenggong District Rural
Credit Cooperative* (2 AT £ & [& & 1 {5 & {E B 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 became due on 24 September 2023. On 22
September 2023, the parties entered into an extension agreement for
the entrusted loan contract dated 24 October 2022 to extend the term
of the entrusted loan transaction thereunder to 24 August 2024. For
details, please refer to the announcements of the Company dated 24
October 2022, 22 September 2023, 13 November 2023 and the circular
of the Company dated 26 October 2023, respectively.

On 16 June 2023, the Company entered into the entrusted loan
contract with Anju Group and Jinma Branch of Kunming Guandu Rural
Cooperative Bank* (R A B B BN & ER 17 & § X 17) (‘Jinma
Branch of Guandu Rural Cooperative Bank”), pursuant to which the
Company entrusted Jinma Branch of Guandu Rural Cooperative Bank
to provide a RMB80 million loan to Anju Group with an annual interest
rate of 8.5% and a term commencing on 16 June 2023 and ending on
16 June 2024. For details, please refer to the announcement of the
Company dated 16 June 2023.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
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According to the knowledge of the Company, Kunming Construction,
Kunming DIG and Anju Group are all controlled or held by Kunming
SASAC, and Kunming DIG holds approximately 15.58% of the shares
of Kunming Construction. Saved as disclosed above, Kunming
Construction, Kunming DIG and Anju Group are not related to each
other, and neither are they the connected persons as defined in the
Listing Rules.

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

14. Pledge of Shares by the Controlling Shareholder

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

15. Facility agreement subject to due performance of specific

conditions by the Controlling Shareholder

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

As of the Latest Practicable Date, Kunming SASAC directly or
indirectly owned more than 51% of the share capital of the Company
and no change of control as described in the Facility Agreement has
occurred.
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CHAPTER SEVEN PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

FtE EE - EFEREREEERGE

A. EXECUTIVE DIRECTORS

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

Mr. Zeng Feng (& §£), aged 59, joined our Group in August 2021.
Mr. Zeng was appointed as an executive Director and the Chairperson
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.

From August 1985 to May 1993, Mr. Zeng worked at the Southwest
Aviation Forestry Protection General Station of the Ministry of Forestry
(R 2% 35 75 B A1 22 7 AR 42 36 ). From May 1993 to January 2006, he
worked at the Administrative Committee of Kunming Hi-tech Industrial
Development Zone (2 B m ¥ & i &= % 51 % 2 & £ €) 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 - & %l 2 Bt ) from December 1996 to November 1998.
From January 2006 to November 2010, he worked at the Management
Committee of Kunming Airport Economic Zone (EFRE B EERE T
% @) 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. (RFAE R E &£ B B A7) 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 (£
Bf & 2 P57 ) in June 1990, majoring in accounting. He also obtained
the accounting professional and technical qualification certificate in
October 1994.
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CHAPTER SEVEN PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
FtE EE - EERSREEERGEE

Mr. Chen Changyong (Bf & B), aged 54, 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 on 19 June 2020. Mr.
Chen is currently a member of the Strategy and Investment Decision
Committee.

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
(E 89 #2 T K 2) 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.
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FLtE EE - REEREREEEGE

B. NON-EXECUTIVE DIRECTORS

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

Mr. Xu worked at Kunming Price Bureau* (EH T #EB) from
December 1990 to March 1993; worked at Kunming Television Station*
(R EHRAE) from March 1993 to March 2009 as deputy director
of the community channel and deputy director of the broadcasting
guidance office; worked at Kunming Radio and Television Network
Co,Ltd* (R ERERB L B R E T 2 F) from March 2009 to
November 2013 as project team leader and project director; worked at
Kunming Herui Investment Co., Ltd.* (2B Mk & H R A &) from
November 2013 to July 2019 as deputy general manager and general
manager; has worked at Kunming Dianchi Investment Co. Ltd.* (&
BAE % & B R & T A 7)) since July 2019, currently serving as a
director and deputy general manager; and has been a director and
the general manager of Kunming Luobo River Reservoir Construction
Management Co., Lid* (R ZE AAKEEZREEBAREE L A)
since February 2024.

Mr. Xu graduated from Yunnan Arts University (& # 217 237 ) in July
1989 majoring in drama writing and directing.
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CHAPTER SEVEN PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
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Mr. Zhou Jianbo (& i% ), aged 37, joined our Group in April 2023
and was appointed as a non-executive director of our Company on
6 April 2023. He participates in the development of our business
strategies. Mr. Zhou has over 10 years of experience in the finance
field. He currently works at Yunnan Investment Holding Group Co.,
Ltd (Em &R EZEREEFR 2 F)and is responsible for risk
management and control and financial management, and he serves
as a director of Yunnan Medical Investment and Management Group
Co., Ltd. (£ ERKEEEEEAERAQAF) and Yunnan Yunjing
Forestry & Pulp Co., Ld* (EmESMARD BRAF).

Mr. Zhou worked at Yunnan Tiancheng Accounting Firm Co., Ltd.* (£
AKX E A =% FTE R 2 A from July 2010 to September 2011
and was responsible for audit work; served as the project manager of
BDO China Shu Lun Pan Certified Public Accountants LLP, Yunnan*
(CEEestmMmEBMERETBE %) E8B D FT) from September
2011 to June 2014; worked at Yunnan Petrochemical Gas Co. Ltd.*
(Em AWK A ER Q) from June 2014 to March 2017 and was
responsible for financial management; and has worked at Yunnan
(EHEREZEREEERRAA)

since March 2017 and is responsible for risk management and control

Investment Holding Group Co., Ltd.*

and financial management. Mr. Zhou has also served as a director of
Yunnan Medical Investment and Management Group Co., Ltd.* (£
HEEREAEESMEARZAA) and Yunnan Yunjing Forestry & Pulp
Co., Ltd.* (EFE SR MK MR 0 B R A @) since November 2022 and
February 2023, respectively.

Mr. Zhou graduated from Yunnan University of Finance and Economics
(Z 84 K 2) in July 2010 majoring in accounting (certified public
accountant). Mr. Zhou is also a certified public accountant and senior
accountant in the PRC.
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Mr. Zhang Yang (& i¥), aged 38, joined the Group in December 2022
and was appointed as a non-executive Director on 7 December 2022.
Mr. Zhang participates in the development of our business strategies.
He currently serves as an assistant to the general manager of Kunming
Industrial Development and Investment Co., Ltd.* (2 FAE ¥ %1% &
BEREERA).

Mr. Zhang worked at the Global Energy Internet Research Institute*
(%2 Bk EEJR B B 48 #ft 25 b7 ) (subsequently renamed as Global Energy
Internet Research Institute Co., Ltd.* (2 Bkee /R B Bt BT 55 Bt AR 2
7)) from May 2016 to August 2019; worked at Beijing Zhongguancun
Yangingyuan Investment Development Co., Ltd.* (it = & B # &
BEE&EFEREMRAQ A 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 A E ¥ 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 X ) 2 782 K F] g5 X 2) in November 2015
majoring in electrical and electronic engineering and obtained a

doctorate degree.
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C. INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zha Guiliang (& & R), aged 44, joined the Group in November
2023 and was appointed as an independent non-executive Director
on 13 November 2023. He is involved in making major decisions and
advising on corporate governance, connected transactions and various
matters relating to the Directors and senior management. Mr. Zha is
currently the chairperson of the Audit Committee, a member of the
Remuneration and Appraisal Committee and a member of the Strategy
and Investment Decision Committee.

Mr. Zha has been working in Southwest Forestry University (78 £ # %
K &) since July 2004, engaging in financial management and teaching
of accounting; during this period, he conducted research on corporate
social responsibility and sustainable accounting (carbon accounting)
at Western Sydney University, Australia as a visiting scholar under the
Yunnan local public scholarship programme from November 2017 to
November 2018; he has been working on a part-time basis at Yunnan
Tianrui Accounting Firm Co., Ltd.* (EM X m G+ M EHMAER A
A]) since May 2014; and he has been serving as a director of Kunming
Expressway Construction and Development Co., Ltd.* (2T & & A
B 22 5% A 2 A 19 B IR 2 7)) since August 2023.

Mr. Zha graduated from Yunnan University of Finance and Economics
in July 2004 with a bachelor’s degree in accounting; and graduated
from Yunnan University of Finance and Economics in July 2011 with a
master’s degree in accounting. Mr. Zha is also a PRC certified public
accountant, an accountant and a lecturer.
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Ms. Zheng Dongyu (£ % ifi), aged 67, joined our Group in June 2021
and was appointed as an independent non-executive Director on 18
June 2021. Ms. Zheng participates in making significant decisions and
advises on corporate governance, connected transactions, and various
matters concerning Directors and senior management. Ms. Zheng is
currently the chairperson of the Nomination Committee and a member
of the Audit Committee.

Ms. Zheng served as a lecturer at the School of Law of Yunnan
University (£ 8 KX 2£) 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
88 1k

2 |]) (a company listed on the National Small

Automation Whole Set of Equipment Business Co., Ltd (&
KRESBEKRMD A
and Medium-sized Enterprise Share Transfer System, stock code
832848), Kunming Yunnei Power Co., Ltd. (a company listed on the
Shenzhen Stock Exchange, stock code: 000903) and Yunnan Jinxun
Resources Co., Ltd. (/@ €5 &R K 9 B R A @) (a company listed
on the National Small and Medium-sized Enterprise Share Transfer
System, stock code 870844) and an independent director of Yunnan
Gold Mining Group Co., Ltd. (EM ®# 2B XS5 B R H B R 2 A).
Ms. Zheng served as an independent director of Yunnan Nantian
BRETEEREXEROHAR
A &]) (a company listed on Shenzhen Stock Exchange, stock code
000948), Yunnan Yuntianhua Co., Ltd (EFE ZX{LB B ER QD A) (a
company listed on Shanghai Stock Exchange, stock code 600096) and
vl
[ A &) (a company listed on Shanghai Stock Exchange, stock code
600025).

Electronics Information Co., Ltd (£

Huaneng Lancang River Hydropower Inc. (% 88 /& )8 T 7K &

Ms. Zheng graduated from the Southwest University of Political
Science and Law (7 /| B% X 2) with a bachelor of laws degree in
July 1984 and obtained a master of laws degree from Peking University
(4t K 2 in July 2000.
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Mr. Ong King Keung ( X #% 58 ), aged 48, 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.

Mr. Ong 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).

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 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 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 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 GEM of the Stock Exchange, stock code:
8475) from May 2021 to June 2022 and an independent non-executive
Director of Risecomm Group Holdings Limited (a company listed on the
Main Board of the Stock Exchange, stock code: 1679) from May 2017
to June 2023.
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Mr. Ong obtained a bachelor degree in accountancy from the Hong
Kong Polytechnic University and a master degree in corporate
finance from the City University of Hong Kong. He is a member of
both the Hong Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants. He has over 15 years
of experience in auditing and accounting industry.

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

Mr. Na Zhigiang (38 & 58 ), aged 62, is the chairman of our Board of
Supervisors and an employee representative Supervisor, responsible
for leading the daily work of our Board of Supervisors, overseeing
the Directors, managers and other management personnel to ensure
compliance with laws and regulations, the Articles of Association and
the resolutions of Shareholders’ general meetings. Mr. Na joined our
Group in February 1990. On 19 January 2011, he was appointed as the
chairman of our Board of Supervisors and an employee representative
Supervisor. Mr. Na has over 30 years’ working experience in the
wastewater treatment industry.

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

Kunming Dianchi Investment.

Mr. Na graduated from the Party School of Yunnan Provincial
Committee of the Chinese Communist Party (FEI X EEZME L 8
@ # ) in Yunnan Province, the PRC, in December 2004, majoring in

economics and management.

Mr. Yao Jianhua (%t & %), aged 65, joined our Group in November
1995 and has been an employee representative Supervisor since
19 January 2011 in charge of overseeing the Directors, managers
and other management personnel to ensure compliance with laws
and regulations, the Articles of Association and the resolutions of
Shareholders’ general meetings. Mr. Yao has over 28 years’ working
experience in the wastewater treatment industry. From June 2005 to
November 2019, Mr. Yao has been the executive director, the general
manager and the legal representative of Kunming Dianchi Logistics, a
wholly-owned subsidiary of the Company.
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Prior to joining our Group, Mr. Yao served successively as a section
clerk and deputy section chief of Kunming Municipal Facilities
Management Cashier Office (& B3 ™ ™ I &% it W & & 12 &) from
February 1988 to February 1998, and deputy chief of the Management
Cashier Office of Kunming City Drainage Company Limited (E B8 % T
PEK A A & & I8 &R ) from February 1998 to June 1999.

Mr. Yao graduated from Chinese People’s Liberation Army Kunming
Army College (F Bl A R# N E R BT 2F) in Yunnan Province,
the PRC, majoring in political theory in July 1999.

Mr. Shao Wei (88 &), aged 43, joined our Group on 7 May 2016
and is a Supervisor in charge of overseeing the Directors, managers
and other management personnel to ensure compliance with laws
and regulations, the Articles of Association and the resolutions of
Shareholders’ general meetings. Mr. Shao has over 10 years’ working

experience in the corporate finance management.

Mr. Shao worked as the accounting manager of planning and financing
department of Kunming DIG, responsible for corporate finance and
accounting affairs. He was transferred to Kunming Development New
Energy Industry Investment Operation Co., Ltd. (& FH % B 1 42 )R &
¥ 4% BB L AR A F)in August 2018 and has been serving as the
deputy general manager since October 2018. He has been serving
as the financial controller of Kunming Zhongchuang Sanyou Kun
Development New Energy Technology Co., Ltd. (E B 1 8] = & B
%R LR B E B R A A)) since March 2018. He has also served
as the executive deputy general manager of Kunming Petrochina
KunlunCNG Co., Ltd. (EFHF A HERERA XA R BR A F)
since March 2019, a director of such company since June 2020, and
ceased to serve at the company in June 2021. He has served the
chairman of the board of supervisors of Kunming Petrochina Energy
Investment and Development Co., Ltd. (R BB ML R IR E R A
fR 72 7)) since March 2021. He has also concurrently served as the
deputy general manager of Kunming Kangju Industrial Development
Co., Ltd. (EFHEFEE X % H R 2 a)) 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. (EBBREHF FEE R EHE F
fR A &]) since April 2021, and as the legal representative, executive
director and general manager of such company since November 2021.
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Mr. Shao worked at Yunnan Yatai Electronic Information Technology
Co., Ltd. (25 KE F15 B & fii B R 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 (£ 7 & # & & &
# 2 @]) from May 2010 to August 2011 and May 2012 to November
2015, respectively. He worked at Yunnan Yunrui Automobile Sales and
Service Co., Ltd. (E B £ )9 = 5 E R % A R 2 a) from August
2011 to May 2012, responsible for financial management.

Mr. Shao graduated from Kunming University of Science and
Technology (£ B2 T K2 ) in Yunnan Province, the PRC, majoring
in accounting computerisation in July 2010. He received a certificate
in accounting (intermediate level) in September 2010 and obtained the
professional and technical qualification certificate of senior accountants
in June 2018.
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E. SENIOR MANAGEMENT
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Each member of our senior management satisfies the qualification sgzgEmERK e B ABEPEEE R EEY
requirements under the relevant PRC laws and regulations for hisor EHEFRIBUMEKRER - SHEEEEET A D A
her position. The senior management is responsible for the day-to-day gBa %gmEE . TEHIIRKEHF*EEBLE S
management of our business. The following table sets forth the & mERK M &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
HEBES:
A R B BERRE ZREH MAFEEHAYE EEENAE
Mr. Chen Changyong 54 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
REERE 54 BOEFRLE ZERDEERRR 01957TABEEERBERR 201956 A &
i AEARAIMERER R2020F6R19REREANTES
Mr. Mu Yong 49 Deputy General Assisting the General Appointed as Deputy General Manager in November 2023 None
Manager Manager in the December 2023
daily operation and
management of the
Company
BELE 49 Bliage BREEERERRAN 20BFN2ARZTABLER 2023511/ E
RReEERIfk

Mr. Chen Changyong (B B E) is an executive Director and the BREBX % RARANTEELALIE FHEK
general manager of our Company. Please see the section headed EEBEX4BERENFIE H2HArARE(£F B
“Profiles of Directors, Supervisors and Senior Management — A. EREEESFE-ARTES]| —f-

Executive Directors” in this report for details of Mr. Chen Changyong’s

biography.
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Mr. Mu Yong (# B), aged 49, joined the Group in November 2023
and was appointed as the deputy general manager in December 2023
to assist the general manager in the daily operation and management
of the Company.

Mr. Mu worked at the Kunming Zhangjiu River Drinking Water and
Water Supply Engineering Construction Administration Bureau (£ 83
MERAKKEKTEEZRZEIER) from September 1999 to May
2007; from May 2007 to May 2014, he worked at Clear Water and
Seawater Source Development and Construction Branch of Kunming
Water Supply Group Co., Ltd. (28 B RKE B B R A 78 KEK
TR & @& 9 A 7)), where he served as the deputy manager of the
technical department and the manager of the technical department;
from May 2014 to November 2023, he worked at Kunming Water
Supply Group Co., Ltd. (E B3 B K /K & & A R 2 &), where he served
as the head of the technical department.

Mr. Mu graduated from Harbin University of Science and Technology
("a # /& 1 T K 2) with a bachelor’'s degree in July 1997, majoring
in machinery design and manufacturing; he graduated from Harbin
15 B8 & T % K &) with a master’s degree in
July 1999, majoring in mechanical and electronic engineering. Mr. Mu

Institute of Technology (

is also a senior engineer.

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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CHAPTER SEVEN PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

FtE EF - EERSREEEGEE

F. COMPANY SECRETARY

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

Mr. Chiu 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
EEEHRG

The Board hereby submits their report together with the audited
financial statements of the Group for the year ended 31 December
2023.

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 peaking and carbon neutrality”. In recent years, with the
great importance attached by China’s government at all levels and
the key support of industrial policies, the development and innovation
of the industry has received more encouragement and support. 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, but there is still a gap between the current status and the
realisation of the goal of high-quality development. 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 the breakthrough of technical barriers,
build core technological advantages, enhance comprehensive service
capabilities and operational efficiency, and make breakthroughs
in terms of improving quality and efficiency, expanding production
capacity, enhancing earning space and etc.; at the same time, the
segment of water environment governance is gradually becoming an
important incremental market for environment friendly water treatment
business, deepening, substantiating and refining related matters of the
segment becomes an important starting point.

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.
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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 in operation,
the Company has developed systematic business concepts and models
and has a comprehensive and professional high-quality management
team and a strong technical team, laying a solid foundation for
continuous and high-quality corporate development.

Although there are still many difficulties and challenges that need
to be overcome at this stage for China’s economic recovery and the
international situation remains complex and volatile, the momentum
of China’s economic recovery is expected to increase under a more
proactive policy tone in the future. The Company will uphold the
general working keynote of “seeking progress while maintaining
stability and promoting stability through progress”, integrate its own
advantages, strengthen its foundation and fully stabilize the overall
development of the Company in the market environment with more
intense competition and continuously enhancing industry standards;
maintain strategic willpower, steadily cope with risks and challenges;
make breakthroughs through innovation and drive high-quality and
healthy development.

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 potentials, including growth

and development:

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

Quick ratio®

Gearing ratio™

EFEO
FREE

B 7 [ 3 K
BEEBHRE
T EO
BB EO
BREAMBLED
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3. B %5 A 42 15 AR

TREJINAEEETIEMHLE URRAE
Eehv@EAee s BEROREGREN UAHERY
AEBMKEMBEREDSFEL D

As at or for the year ended
31 December
Mm12A31HH

REE12AMBLEEE

2023 2022
2023 £ 2022 F
44.2% 41.5%
17.6% 15.7%
6.4% 7.0%
2.6% 2.8%
102.4% 102.2%
102.2% 101.6%
50.3% 54.4%

Notes:

(1

(2

3)

4)

®)

(6)

(0]

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.

W &t
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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 7.0% in 2022 to 6.4% in 2023,
which was mainly due to the increase in total equity of RMB319.7
million in 2023.

Return on total assets

Our return on total assets decreased from 2.8% in 2022 to 2.6%
in 2023, which was mainly due to the increase in total assets of
RMB361.6 million in 2023.

Current ratio and quick ratio

Our current ratio and quick ratio increased from 102.2% and 101.6% as
of 31 December 2022 to 102.4% and 102.2% as of 31 December 2023,
respectively, primarily because current assets increased by RMB580.8
million in 2023.

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, there is 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 2023, if HKD had strengthened/weakened by 1%
(2022: 1%) against RMB, with all other variables held constant, post-tax
profit for the year would have been approximately RMB6,709,000
lower/higher (2022: RMB6,442,000 lower/higher) as a result of foreign
exchange losses/gains on translation of HKD denominated assets and
liabilities.

As at 31 December 2023, if USD had strengthened/weakened by 1%
(2022: 1%) against RMB, with all other variables held constant, post-tax
profit for the year would have been approximately RMB823,000
lower/higher (2022: RMB634,000 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 29 to the consolidated financial
statements.
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As at 31 December 2023, if the interest rate on floating interest rate
borrowings had been higher/lower by 0.5% (2022: 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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202312 A318 - EBHF RERONE LF
T B 0.5% (20224 : 0.5%) * Bl A & B % F 5 1F
FEEREEL TEAAZHFNEEROFE
BREEA/THRAHR BEELNT:

Year ended 31 December
BZE12A3MBILLEE

2023 2022

2023 £ 20224
RMB’000 RMB’000
AREEFT ARETT
(26,361) (15,129)
26,361 15,129

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 expected credit loss (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 2023, the Group had a
certain concentration of credit risk as 64% (2022: 53%) and 87% (2022:
82%) 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 RMB30,288,000 (2022:
approximately RMB25,053,000) 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 RMB4,969,000 (2022: recognition of
approximately RMB26,026,000) and recognition of impairment loss on
amount due from customers for construction contracts approximately
RMB2,024,000 (2022: reversal of impairment loss of approximately
RMB6,820,000) 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. Impairment loss on contract assets of approximately
RMB3,024,000 (2022: RMB Nil) was recognised during the year.

(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
RMB203,123,000 (2022: approximately RMB8,782,000) 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 RMB22,003,000 (2022: approximately RMB8,782,000)
was recognised during the year. Total impairment loss on other
receivables of approximately RMB9,728,000 (2022: approximately
RMB16,227,000) 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 2023, the Group had
made an accumulated lifetime loss allowance on credit-impaired
balance (2022: balance with recoverability in doubtful) of approximately
RMB120,000,000 (2022: approximately RMB60,000,000).
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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 RMB115.1 million as of 31 December 2023. With respect to our
future capital commitments and other financing requirements, we had
unutilised banking facilities of RMB1,269.1 million as of 31 December
2023.

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 2023, we had 1,253 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 2023:

i) RITHBERE

FENRESRBRTHRBERIRHIESBFERRF
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BEELWE TN - N2023F 128318 H MW RHE
EFBEAARBIABE T - AR MARKHER
MEREREMBBETRME  R2023412A318 ¢
BM#EARDARITHREARK126901EE T -

REBRDUERR EREEERMBARADE
EHREBEEARROBTRE)ORD R ME
REAHRSRENA SRR SEED -RMEH
BANAE2EHELENRSRENRF T B
BREREBEARARRSRERL -

6. EXHEER

RERZBREEARSRY BEFEAEED
ERER-

7. HETHHEE
MR2023F12A31H - HMAE123% 2 HBEE &

MERE  KBOEEH - TR K FEZE2023
FIR2AMBERBEEADNEESBMA:

Number
Function & &e ANE
Management and Administration EERITH 175
Finance B 1% 52
Research and Development ot & 63
Quality Monitoring ZHE A 230
Marketing =i 17
Operations EE 673
Construction and Maintenance R K #E R 43
Total 4B EtT 1,253
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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 2022 and
2023, our employee benefits amounted to approximately RMB215.5
million and RMB193.0 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
Municipal Dianchi Administration Bureau. The revenue attributable to
our largest customer was approximately RMB696.5 million, accounting
for approximately 38.5% of the total revenue of the Group. During
the Reporting Period, the revenue attributable to our top five largest
customers was approximately RMB1,183.3 million, accounting for
approximately 65.5% 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 Kunming Dianchi
Administration Bureau and the governments of various districts in
Kunming.

Our major customers included Housing and Urban-Rural Construction
Bureau of Zhaotong City, Kunming Wuhua Water Resources Bureau*
(R ™ AERKEBD) and Liuyang Tianhe Paper Co., Ltd.* (2 [5
MR 4 % B R A &), etc. We provided wastewater treatment and
construction services to Xundian County and Zhaotong City under the
relevant concession agreements.

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 RMB60.4 million,
accounted for approximately 12.9% of the total purchase of the
Group. During the Reporting Period, our purchase from the top five
suppliers amounted to approximately RMB205.2 million, accounted for
approximately 43.8% of the total purchase of the Group.
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BREROBARK20b2EET HASERBES
e 5] #) 7 43.8% °

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



CHAPTER EIGHT

Our major suppliers include Kunming Power Supply Bureau of Yunnan
Power Grid Company Limited which provides electricity for our
operation, construction contractor such as Hunan No.4 Engineering
Co., Ltd. which undertakes the construction portions of our projects
and raw materials providers such as Hunan Yuze Energy Trading Co.,
Ltd. and Shangli Jiushun Trading Co., Ltd. * (E E & A IEE S AR 2
Al) 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
the agreed contractual billing period, subject to internal review and
approval. For our major suppliers, we often settle accounts monthly,
and as of 31 December 2023, we did not have any significant
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 2023, 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 Bz ¥E 1% 71)) 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 2023, we had not received any
material claims issued for failing to comply with the relevant licensing
and environmental requirements.

As of 31 December 2023, 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 RMB17.8 million and
RMB8.5 million for the years ended 31 December 2023 and 2022,
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 2023 are stated in the Consolidated Statement of
Profit or Loss and Other Comprehensive Income on pages 170 to 171.
The financial positions of the Company and its subsidiaries for the year
ended 31 December 2023 are stated in the Consolidated Statement of
Financial Position on pages 172 to 173. The consolidated cash flows
of the Company and its subsidiaries for the year ended 31 December
2023 are stated in the Consolidated Statement of Cash Flows on
pages 175 to 176.

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 23 to 65 hereof.

C. SHARE CAPITAL

As of 31 December 2023, 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

During the Reporting Period, the Company did not repurchase or issue
any corporate bonds.

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

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.
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F. SHARE SCHEMES AND ISSUANCE OF EQUITY
SECURITIES

During the Reporting Period, the Company or any of its subsidiaries
had no share option schemes and share award schemes, and
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,
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 40 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 2023,
the undistributed profit of the Company amounted to RMB1,911.6
million. For the calculation in accordance with the China Accounting
Standards, as at the end of 2023, the undistributed profit of the
Company amounted to RMB1,908.9 million.

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.
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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 2023.

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 2023 are stated
in Note 29 to the Financial Statements.

L. DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

As of 31 December 2023, the Board of Directors consisted of 8
Directors, among whom, 2 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. After consideration by the
2024 first extraordinary general meeting held on 4 January 2024, it was
agreed to appoint an executive director, so that the Board of Directors
had a total of 9 directors as at the Latest Practicable Date, including
3 executive directors, 3 non-executive directors and 3 independent
non-executive directors.

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
HEMBES.
BERE#H
] R R BEREE ZiERH MAXEEHARE EHRENEG
Mr. Zeng Feng 59 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)
BEgE 59 %%E BOEZ(BRERE BEARAMBRARR 2021498168 2021%8 A &
REEELIEZ ?‘a il
2 % REEQRREZES
£8)
Mr. Chen 54 Executive Director and General ~ Participates in strategic decision ~ Appointed as General ~ June 2019 None
Changyong" Manager (member of the making of the Company and Manager on 10
Strategy and Investment responsible for operation July 2019 and as
Decision Committee) management of the Company Executive Director on
19 June 2020
REBELEN 54 PNESRELR(BRERE 2HENARMAREREEAR 2019F7A10RKZ 201956 &
REXEEEZER) AMELER ERAKERR
202066 A19A &
ZERBITES
Mr. Luo Yun® 45 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
EEZfrE0 45 HOESRALEE(BREAR BEARANRERE M5 2015517 5202352 2013564 &
ERAREBEZA) AERRZ2EERARERE ATHEMEALRE
I R 201646 A23
HE2023%4A6H
RESTES
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Name

iR

Ms. Song Hong®

REALLE

Mr. Xu Jingdong®

BRERLEY

Ms. Ren Na®

EHxte

Mr. Zhou Jianbo®

By gl

Age

F#

60

60

56

56

43

43

37

37

Position

B fir

Non-executive Director

'

FHNOES

RN
1

Non-executive Director

FUNTES

Non-executive Director

FUTES

Non-executive Director

FUTES

Roles and responsibilities

BERRE

Participates in the development
of business strategies of the
Company

SANEARANEHERE

i

Participates in the development
of business strategies of the
Company

SHHTADANEBERE

B

Participates in the development
of business strategies of the
Company

SANEARAMNEBERE

B

Participates in the development
of business strategies of the
Company

SHHUTARNANEBERE

i

Appointment date

ZEAH

23 June 2016, and
ceased to be a
non-executive

Director from 24 April
2023
2016567238 i
2023F4R 24818
FTEEEFNTE
=
29 June 2023
2023664297
6 November 2020,

and ceased to serve
as a non-executive
Director from 6 April
2023

202011 468 i
20234 A6H BT
BEEHUGES

6 April 2023

20234 A6H
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Date of
joining our Group

MAKERN B H

June 2016

20166 A

June 2023

202356 A

November 2020

20205114

April 2023

202354 A

Relationship
with other
Directors,
Supervisors
and senior
management
REBES:
BEREH
EEEHE G

None

None

None

None

RRAHEBKBERMERLE 2023 FEHRE

89



CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS
BFNE EEEHRE

Name Age

i3 FH#

Mr. Zhang Yang 38

REEE 38

Ms. Wang 48
Dongfang®”

IRFRLO 48

Mr. Zha Guiliang® 44

Position

B fir

Non-executive Director

FUTES

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

Committee)

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

BUEHTES(EHEEEE

TZ8 FHEERZEE
REBERERAKEZECE

=

8)

Roles and responsibilities

BERRKE

Participates in the development
of business strategies of the

Company

SANEARAMNEBERE

B

Participates in making

significant decisions and

advises on corporate

governance, connected
transactions, and various
matters concerning Directors

and senior management

SRENERRRRALEE
R BERXRHGREFRER
EEENRBEERLES

Participates in making

significant decisions and

advises on corporate

governance, connected
transactions, and various
matters concerning Directors
and senior management
SEEHERRERRCEE
R BEXHREZERBR
EEENZSBESERLIEH

Appointment date

ZRAH

7 December 2022

2022612771

7 December 2022
and ceased to serve
as any position in
the Group such as
an independent
non-executive
Director on 20
September 2023

2022612878 ' R
20236 9A208 %

BEABUFNG
EXERALEN
MEBK

13 November 2023

202311 4134
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MAFEEHHH

December 2022

20224512

December 2022

20224512

November 2023

20235114

Relationship
with other
Directors,
Supervisors
and senior
management
HEHES:
BERE#H
EEENER

None

None

None
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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 ZHERY MAFEENEYE EEENRR
Ms. Zheng 67 Independent Non-executive Participates in making 18 June 2021 June 2021 None
Dongyu Director (Chairman of the significant decisions and
Nomination Committee advises on corporate
and member of the Audit governance, connected
Committee) transactions, and various

matters concerning Directors
and senior management
LES I 67 BUuFBTES(REZEe: 2EENEARRRACEE 2021567185 202156 A &
BHZERZE) R BERSREZRAR
EEENERSERLRE

Mr. Ong King 48 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
IHRBEE 48 BUBTES(FMAZRE 2EEHENRRRMECEE 20215118128 20215114 &
BgIff%8 EitZ8¢Q R BERSREERER
KREZEEZE) EREMNXRSERLES
Mr. Na Zhigiang 62 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
BEERE 62 ESeTR BIRKRES BETHAESENAREIMA 2011515198 1990627 @ &
EEESE HERHMER
A%’%ﬁ%?%éﬁi
R RAIERRREGHN

%%%
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Relationship
with other
Directors,

Supervisors

Date of and senior
Name Age Position Roles and responsibilities Appointment date joining our Group management
BEBES
BEERER
#a F® 0 B BEREE ZHERS MAFEENEYE EEENRR
Mr. Yao Jianhua 65 Employee Representative Responsible for overseeing 19 January 2011 November 1995 (0 None

Supervisor 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

hEELE 65 BIRRES AEEEES KEREME 201F15198 199511 f (0 &

BAE BRETEERE
RLRERRBRREEN

RER

Mr. Shao Wei 43 Supervisor Responsible for overseeing 7 May 2016 May 2016 None
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
BEEE 43 E% AEEEES KENEMLE 2016F5A7H 20165 &
BAE BRETEERE
RRARAERRREEHEM

A
RER
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Notes:

(1) Mr. Chen was appointed as a member of the Strategy and Investment
Decision Committee on 7 February 2023.

(2) On 7 February 2023, the Board removed Mr. Luo from the positions of
deputy general manager and member of the Strategy and Investment
Decision Committee; the 2023 First EGM considered and removed Mr.
Luo from the position of executive Director.

3) Ms. Song tendered her resignation as a non-executive Director to the

Board on 24 April 2023 and her resignation took effect on 24 April 2023.

(4) Mr. Xu was appointed as a non-executive Director at the 2022 annual
general meeting held on 29 June 2023.

(5) Ms. Ren tendered her resignation as a non-executive Director to the
Board on 7 March 2023 and her resignation took effective on 6 April
2023.

(6) Mr. Zhou was appointed as a non-executive Director at the 2023 First
EGM.

(7) Ms. Wang submitted her resignation to the Board on 20 September 2023
as an independent non-executive Director, the chairperson of the Audit
Committee, a member of the Remuneration and Appraisal Committee
and a member of the Strategy and Investment Decision Committee, and
her resignation took effect on the same date.

(8) Mr. Zha was appointed as an independent non-executive Director at the
2023 Second EGM and was appointed as the chairperson of the Audit
Committee, a member of the Remuneration and Appraisal Committee
and a member of the Strategy and Investment Decision Committee on
the same date.

9) Mr. Na joined Kunming No. 1 Water Purification Plant (& B8 1 & — /K &
71t &) in February 1990.

(10) Mr. Yao joined the Management Cashier Office of Kunming City
Drainage Company Limited (£ B3 i i #F 7k 2 @) U & B 32 B2 ), one of
the predecessors of the Group, in November 1995.
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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. On 7 February 2023, the Board removed Mr. Luo Yun from
the positions of deputy general manager and member of
the Strategy and Investment Decision Committee and also
proposed to remove him from the position of executive Director.
The removal of Mr. Luo Yun from the position of executive
Director has been considered and approved at the 2023 First
EGM and became effective on the same date.

2. Ms. Song Hong tendered her resignation as a non-executive
Director to the Board on 24 April 2023 and her resignation took
effect on 24 April 2023.

REREHR ARASREEERFE2EKE -
HABE2HARS[ELEEST EEhoR
BEME-ESRERE|—&-

A

o

ARARACEBIFATESRELTRANEIAS
GHABARRABIMZER URARFARE
FBEBLRNTESHBEIRNARA

EREHNED

o
B
ElS

RBEHRN ARAEET EE -FHEEA
EyR N

o
R

1. M2023F2A7TH BEEE@R2KBTEERE
MEBlERE BRERERAREZBES®ZE
MBE AEEERRERTEERBE -2
BREZLLENTEFTRHN2023FF — K
BRRRASESABRBINE LR

2. RAKXLMN2023F4A240MEEGTRR
BE BENWTESRE AEsCoR
202354 24 H ER -
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Mr. Xu Jingdong was appointed as a non-executive Director at
the 2022 annual general meeting held on 29 June 2023.

Ms. Ren Na tendered her resignation as a non-executive
Director to the Board on 7 March 2023 and her resignation took
effective on 6 April 2023.

Mr. Zhou Jianbo was appointed as a non-executive Director at
the 2023 First EGM.

Ms. Wang Dongfang submitted her resignation to the Board
on 20 September 2023 as an independent non-executive
Director, the chairperson of the Audit Committee, a member
of the Remuneration and Appraisal Committee and a member
of the Strategy and Investment Decision Committee, and her
resignation took effect on the same date.

Mr. Zha Guiliang was appointed as an independent
non-executive Director at the 2023 Second EGM and was
appointed as the chairperson of the Audit Committee, a
member of the Remuneration and Appraisal Committee and a
member of the Strategy and Investment Decision Committee on
the same date.

Mr. Mu Yong was appointed as deputy general manager on 14
December 2023.
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Changes to the information of Directors and Supervisor during the HRIE EHmRAM351BMN)IE AT HEENEE EH
Reporting Period required to be disclosed under Rule 13.51B(1) of the H &K Z & T :

Listing Rules are as follows:

1. Mr. Chen Changyong, an executive Director, was appointed as 1.
a member of the Strategy and Investment Decision Committee
on 7 February 2023.

2. Mr. Xu Jingdong, a non-executive Director, has been a director 2.
and the general manager of Kunming Luobo River Reservoir
Construction Management Co., Ltd.* (2B & A K ERRE
12 B R & £ 2 Al) since February 2024.

38 Mr. Ong King Keung, an independent non-executive Director, S8
ceased to serve as an independent non-executive Director of
Risecomm Group Holdings Limited (a company listed on the
Main Board of the Stock Exchange, stock code: 1679) from
June 2023.

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

4. Ms. Zheng Dongyu, an independent non-executive Director, 4.
served as an independent director of Yunnan Jinxun Resources
Co., Ltd. (EE 2 2& RKM AR R F) (a company listed
on the National Small and Medium-sized Enterprise Share
Transfer System, stock code 870844) from 13 January 2023.
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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 insurance, medical insurance and
housing provident funds and others. 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.
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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 2023, 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 2023.

The scope of the remuneration of the senior management officers is as
follows:

Range of remuneration (RMB’000)
HFMEEARKFoT)

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 2023 or at any time during 2023, 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, 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.

ABMAEMEKRSFIIERNREIHRKERZ A
IHFEzAERAREBEREE-BAt )B=
2023 R2AMALMEFEEF BERZKFR
K& &t &1/ TR YE M 3% R (i) R 2023412 A
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ERANESAENRB HFKE-
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Number of Senior Management
EREBEABAH
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Q. INTEREST AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As of 31 December 2023, 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 2023, 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
IN SHARES

As at 31 December 2023 and to the best knowledge of the Company’s
Directors, the following persons (except for the Company’s Directors,
the chief executives or Supervisors) had some interest or short
positions in the Shares or underlying shares of the Company which
had to be disclosed to the Company pursuant to Divisions 2 and 3 of
Part XV of the SFO or to be recorded in the register maintained by the
Company pursuant to Section 336 of the SFO:

Name of shareholder Identity/Nature of interest ~ Class of Shares

LEEe ] St/ R#EHE B &R

Kunming Dianchi Investment Co., Ltd. ("KDI') ~ Beneficial Owner Domestic Shares

EREUREARRERA ERERA nNE &
(ERELRE])

Kunming Public Rental Housing Development  Security interest Domestic Shares
and Construction Management Co., Ltd.

ERTARBEARAYRR (R 4 ME K
EBRRAA

Kunming Industrial Development & Investment  Beneficial Owner H Shares
Co., Ltd.

EREXREREAREEAA ERERA HR

R FEREMNBROZIER

HZE2023F12A31B - AR R ESEHA 175
AT(KRAIEE BRITHRABHIESTHRINARA
DRAIRGKAEBER D P EBEREBGES R EEH)D
EXVEBE2RIFH A M AR B BT KR BGEFH
K EEAIEIBRERARAMEENELMF
MR ZERKAR

Number of Shares
(share)

B &E (R

627,253,548

(long position) (Note 2)
627,253,548 (47 &)
(Wi2)

33,013,345

(long position) (Note 3)
33,013,345 ({7 &)
(#:3)

59,000,000

(long position)
(Notes 4 and 6)
59,000,000 ({7 &)
(Wit4%6)
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Approximate
percentage of

the total issued
share capital of
the Company (%)
N
BEARALEN
BAE 2 (%)

60.95%

60.95%

3.21%

3.21%

5.73%

5.73%

Approximate
percentage of

the relevant class
of Shares of

the Company (%)
hALA
HEER R 5
BAED (%)

91.03%

91.03%

4.79%

4.79%

17.35%

17.35%



Name of shareholder

RRE#

Kunming Industrial Development and
Construction Company Limited

ERATEEREERERALLA

Kunming State-owned Assets Management
and Operations Co., Ltd.
ERTEEAEEREERRAMLA

Yunnan Provincial Investment Holdings Group

Co., Ltd.

EHEREZRREEBRAA

Modern Orient Limited

Modern Orient Limited

Beijing Enterprises Water Group Limited

Beijing Enterprises Water Group Limited

CHAPTER EIGHT

Identity/Nature of interest

G/ BENE

Interest of Controlled
Corporation

RRERER

Beneficial Owner

gk

HEBA

£

Beneficial Owner

i
DI

#HEEA

Interest of Controlled
Corporation

REEEEE

Beneficial Owner

i
Bk
=
ant
-

Class of Shares

i 1 £ B

H Shares

HP&

H Shares

H&

H Shares

HIR

H Shares

HR&

H Shares

HP&
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Number of Shares
(share)

it BB ()

59,000,000

(long position)
(Notes 4 and 6)
59,000,000 ({7 &)
(Hi4%6)

39,790,000
(long position)
39,790,000 (1 &)

64,770,000
(long position)
64,770,000 (4 &)

47,754,000

(long position)
(Notes 5 and 6)
47,754,000 (4 &)
(Wits%e6)

47,754,000

(long position)
(Notes 5 and 6)
47,754,000 (4 &)
(Witsk%e6)
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Approximate
percentage of

the total issued
share capital of
the Company (%)
BALT
BETRALEYN
B4E 25t (%)

5.73%

5.73%

3.87%

3.87%

6.29%

6.29%

4.64%

4.64%

4.64%

4.64%

Approximate
percentage of

the relevant class
of Shares of

the Company (%)
BALT
BEER R G
B 4E 7 i(%)

17.35%

17.35%

11.70%

11.70%

19.05%

19.05%

14.04%

14.04%

14.04%

14.04%
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Name of shareholder

RRE#

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

Beijing Enterprises Group (BVI) Company
Limited

Beijing Enterprises Group (BVI) Company
Limited

Beijing Enterprises Environmental
Construction Limited

Beijing Enterprises Environmental
Construction Limited

Identity/Nature of interest

G/ BENE

Interest of Controlled
Corporation

REEEER

Interest of Controlled

Corporation

REEEER

Interest of Controlled

Corporation

REEEER

Interest of Controlled

Corporation

REEEER

Interest of Controlled

Corporation

REEEER

Class of Shares

i 1 £ )

H Shares

HI&

H Shares

HI&

H Shares

HI&

H Shares

HI&

H Shares

HI&

Number of Shares
(share)

B &E (R

47,754,000

(long position)
(Notes 5 and 6)
47,754,000 ({7 &)
(Hii#5%6)

47,754,000

(long position)
(Notes 5 and 6)
47,754,000 ({7 &)
(Hfi#516)

47,754,000

(long position)
(Notes 5 and 6)
47,754,000 ({7 &)
(Hfi#5%6)

47,754,000

(long position)
(Notes 5 and 6)
47,754,000 ({7 &)
(W i#5%6)

47,754,000

(long position)
(Notes 5 and 6)
47,754,000 ({7 &)
(W i#5%6)
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Approximate

percentage of

the total issued

share capital of

the Company (%)

AR

BRATRAEEY

B#E 2 (%)

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 (%)

HARE

HEENR G0

B4E 2 (%)

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%



Notes:

CHAPTER EIGHT

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 Domestic Shares held by it as security for its debts. As at
the Latest Practicable Date, KDI held an aggregate of 660,266,893
Domestic Shares, representing approximately 64.16% of the total
number of issued Shares of the Company.

On 24 October 2022, KDI pledged up to 198,080,068 Domestic Shares
in the issued Shares of the Company in favour of Agricultural Bank of
China Limited Kunming Dianchi National Tourism Resort Sub-branch
(the “Lender”) as security for a loan facility in an aggregate amount of
RMB200,000,000 provided by the Lender to the Company (please see
the Company’s announcement dated 23 October 2022 for details).

On 31 August 2023, the Company received the Notice of Assistance
in Enforcement from the Shanghai Financial Court ({ £ /& £ & % fz
% B ¥4 77 #® A1 £ )) (“Notice of Assistance in Enforcement I”) and
the Notice of Assistance in Enforcement from the People’s Court of
Changchun Economic and Technological Development Zone (& & #&
R R B AR EBT 15 B $1 17 A1 &) (“Notice of Assistance in
Enforcement II”). According to the Notice of Assistance in Enforcement I,
the Company was requested to assist in the enforcement of freezing of
equity interest in the Company held by KDI amounting to RMB250 million
(accounting for 24.29% of the issued share capital of the Company) and
relevant rights and interests including dividends. The freezing period is
three years from 31 August 2023 to 30 August 2026. According to the
Notice of Assistance in Enforcement I, the Company was requested to
assist in the enforcement of seizure of equity interest in the Company
held by KDI (accounting for 60.951% of the issued share capital of the
Company). The seizure period is three years from 31 August 2023 to
30 August 2026 (please refer to the Company’s announcement dated 1
September 2023 for details).

On 18 September 2023, the Company received the Notice of Assistance
in Enforcement from the People’s Court of Panlong District, Kunming
(KEATREEARZR BB HAITAEAE)), and the Company was
requested to assist in the enforcement of freezing of equity interest
in the Company held by Kunming Dianchi Investment amounting
to RMB123,530,242.28. The freezing period is three years from 18
September 2023 to 17 September 2026 (please see the Company’s
announcement dated 19 September 2023 for details).
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On 23 October 2023, the Company received the Notice of Assistance
in Enforcement from the People’s Court of Xishan District, Kunming,
Yunnan Province* KZEmEEBHTALE ARER BB H 178 A
£ )), pursuant to which the Company was requested to assist in the
enforcement of freezing the 60.95% equity interest in the Company held
by Kunming Dianchi Investment. The freezing period is three years from
23 October 2023 to 22 October 2026 (please refer to the Company’s
announcement dated 24 October 2023 for details).

On 4 January 2024, the Company received the Notice of Assistance
in Enforcement from the People’s Court of Xishan District, Kunming,
Yunnan Province* KZEmEEBHTALE ARER BB H T8 A
£ )), pursuant to which the Company was requested to assist in the
enforcement of freezing the 2.6236% equity interest in the Company
held by Kunming Dianchi Investment amounting to RMB27 million. The
freezing period is three years from 4 January 2024 to 3 January 2027
(please refer to the Company’s announcement dated 4 January 2024 for
details).

On 25 January 2024, the Company received the Notice of Assistance
in Enforcement from the People’s Court of Xishan District, Kunming,
Yunnan Province* KZmEEHTALEB ARZEZR B H T8 A
& )), pursuant to which the Company was requested to assist in the
enforcement of seizing and freezing of equity interest in the Company
held by Kunming Dianchi Investment amounting to RMB200,107,000.
The seizure and freezing period is three years from 25 January 2024 to
24 January 2027 (please refer to the Company’s announcement dated
25 January 2024 for details).

3. Pursuant to the counter-guarantee contract signed between Kunming 3.
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 Domestic Shares held by
Kunming Dianchi Investment.

4. The 59,000,000 H Shares belong to the same batch of Shares. 4.
(5 The 47,754,000 H Shares belong to the same batch of Shares. 58
6. Pursuant to Section 336 of the SFO, if certain conditions are fulfilled, the 6.

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.

Save as disclosed above, as of 31 December 2023, the Company is B b
not aware of any other persons (other than the Directors, Supervisors T~ 41 7&
and chief executives of the Company) who have interest or short H A &
position in the Shares or underlying shares of the Company that are & % &
required to be recorded in the register under the provisions of Section — Z # &
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 (the “Entrusted Operation
and Management Framework Agreement”) with the Controlling
Shareholder on 25 April 2016 and 30 April 2019, respectively 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 2 individual service agreements, including the
Entrusted Operation and Management Contract for Water Purification
Plant Ultra-Limit Phosphorus Removal Upgrade and Transformation
Project K /KE FtHMBERKRBRENEBEZTETERS
[f)), which covers 6 plants; and Baiyuhe Water Purification Plant
Class | Category A Process Section Entrusted Operation Management
Agreement (CBRAKEFEHM —RARTITERLZRAETERE
& [A)), which covers 1 plant. 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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On 10 November 2022, Kunming Dianchi Investment has sold the
seven sewage treatment plants of its retained business to a third party
and during the Reporting Period, the Company no longer provided
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 continued 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 2023 was RMB574,539,000, with
the actual transaction value being RMB47,501,000.

The Company has formulated the Regulations on Management of
Connected Transactions ({8 ¥ 32 % & I #* %)), 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 #t J% )) 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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2. 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

(o3 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.

3. Confirmation of Auditor

The Board has received a confirmation letter in relation to above
continuing connected transactions from Mazars CPA Limited
(“Mazars”), confirming with respect to the above continuing connected
transactions as at 31 December 2023 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;

(o 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 36 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 36 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
2023, it has complied with the Non-competition Agreement. The
independent non-executive Directors have examined and reviewed
the implementation of the Non-competition Agreement during the year
of 2023 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 12 to the Financial Statements.
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W. COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is always dedicated to maintaining the corporate
governance practices at a high standard to enhance shareholders’
value and protect shareholders’ interests. The Company has adopted
the code provisions of the Corporate Governance Code as contained
in Appendix C1 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 122 to 155 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 RMBNil 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 has reviewed the Financial Statements of the
Group for the year ended 31 December 2023 prepared in accordance
with the International Financial Reporting Standards in 2023.
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AB. AUDITOR

At the 2020 AGM held on 18 June 2021,
authorised to determine the domestic and international auditors of the

the Board has been

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) (“Zhongshen Zhonghuan”)
and Mazars 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 held on 29 June 2022, Zhongshen Zhonghuan and
Mazars 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 (“Baker Tilly Hong Kong”) as the
domestic and international auditors of the Company for the year 2022
respectively.

At the 2022 AGM held on 29 June 2023, Baker Tilly and Baker Tilly
Hong Kong both retired on that date as the domestic and international
auditors of the Company for the year 2022. At the same time, the
Board was authorised to approve the appointment of Zhongshen
Zhonghuan and Mazars as the domestic and international auditors of
the Company for the year 2023 respectively.

Mazars is appointed as the auditor for the Financial Statements for
the year ended 31 December 2023 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 Mazars
and a standard unqualified audit report has been issued.

By order of the Board
Zeng Feng

Chairperson

Kunming, the PRC
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ENE GEERHE

The Board of Directors has hereby submitted its Corporate Governance
Report for 2023 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,
intensively cultivates its existing businesses, improves business
quality and continuously optimises 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 C1 to
the Listing Rules 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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Under code provision B.2.2, every director, including those appointed
for a specific term, should be subject 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 had
reached 3 years, but the work for the nomination of relevant candidates
has not yet completed. At the same time, the Board considers the
continuity of the Board and the Board of Supervisors. Under the
relevant provisions of the Articles of Association, 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. 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 C3 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 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

As of the end of the Reporting Period, the Board comprises eight
Directors, including two executive Directors, three non-executive
Directors and three independent non-executive Directors. At the 2024
first extraordinary general meeting of the Company held on 4 January
2024, the appointment of an executive Director was approved. As
at the Latest Practicable Date, the Board consists of nine Directors,
including three executive Directors, three non-executive Directors and
three independent non-executive Directors.

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)).

After the resignation of Ms. Wang Dongfang becoming effective on 20
September 2023, the Company has two independent non-executive
Directors and each of the Audit Committee and the Remuneration
and Appraisal Committee has only two members. As a result, the
Company is not in compliance with (i) the requirements set out in Rule
3.10(1) of the Listing Rules that the Company must have at least three
independent non-executive Directors; (ii) the requirements set out in
Rule 3.10A of the Listing Rules that the independent non-executive
Directors appointed by the Company must constitute at least one-third
of the Board; (iii) the requirements set out in Rule 3.21 of the Listing
Rules that the Audit Committee must comprise at least three members
and a majority of the members must be independent non-executive
Directors; and (iv) the requirements set out in Rule 3.25 of the Listing
Rules that the Remuneration and Appraisal Committee must be
chaired by an independent non-executive Director and a majority of
the members must be independent non-executive Directors. Following
the appointment of Mr. Zha Guiliang as an independent non-executive
Director with effect from 13 November 2023, the Company has fully
complied with the requirements set out in Rules 3.10(1), 3.10A, 3.21
and 3.25 of the Listing Rules, Article 3 of the Implementation Rules of
the Audit Committee and Article 4 of the Implementation Rules of the
Remuneration and Appraisal Committee. For details, please refer to
the announcements of the Company dated 20 September 2023 and 13
November 2023.
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Save as disclosed above, the Company complies with the requirement
under the Listing Rules that it must have 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 (including Mr. Zha Guiliang
who was appointed during the Reporting Period) as set out in Rule 3.13
of the Listing Rules and the written confirmation of all independent
non-executive Directors (including Mr. Zha Guiliang who was appointed
during the Reporting Period), 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 Boardis HEABER K EZSMEAMKMT -

as follows:

Name Age Sex Position Appointment date Term
#E FR 15 B ZEARH £ 4
Mr. Zeng Feng 59 Male Chairperson; Executive Director 16 September 2021 3 years
BEft 59 3 ESR HTES 20214597168 3%
Mr. Chen Changyong 54 Male Executive Director and Appointed as General Manager on 10 July 2019 and 3 years
General Manager as Executive Director on 19 June 2020
REBXE 54 3 BTEERELE 019F7A10BBZERLEEERN202056A198 3%
BZfEmHES

Mr. Xu Jingdong 56 Male Non-executive Director 29 June 2023 3 years
HRELE 56 b FOTES 202346 7298 3F
Mr. Zhou Jianbo 37 Male Non-executive Director 6 April 2023 3 years
ARRLE 37 E FHTES 202354568 3%
Mr. Zhang Yang 38 Male Non-executive Director 7 December 2022 3 years
R EE 38 b FUTES 202%12878 3F
Mr. Zha Guiliang 44 Male Independent Non-executive Director 13 November 2023 3 years
BER%AE 44 ] BUEHTES 20235117138 3%
Ms. Zheng Dongyu 67 Female Independent Non-executive Director 18 June 2021 3 years
graxnt 67 kS BUFHTES 2021467188 3F
Mr. Ong King Keung 48 Male Independent Non-executive Director 12 November 2021 3 years
B L b 48 ] BUEHTES 20215117128 3%

The biographies of the Directors and the relationships between H#ZEFEHLESTeREREERAER Y [E
members of the Board are set out in the section headed “Profiles of =Z - EEZNSAETEESFE] —HPHE-
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 has 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 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, 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.
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2. Meetings of Board of Directors and General Meeting

In accordance with the provisions of the Articles of Association,
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.

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, 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.
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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 45 meetings. The attendance of the
meetings by the Directors was as follows:

ENE RXRERESE

EEHR REPRN ARAERETEFHESS
EHENHAT EFRENFAEBYFATES
BOTAEAFHEMEZTESNER BEHR BF
EHABHTISRER EFHEEZNBERAT

Number of meetings
attended/should

Name Position attend Attendance Rate
W E S

%A B (L EHRY H R

Mr. Zeng Feng Chairperson; Executive Director 45/45 100%

LgEE BEExRK HTES

Mr. Chen Changyong Executive Director and General Manager 45/45 100%

REBLE PITEFHREKR

Mr. Luo Yun® Executive Director and Deputy General Manager 0/12 0%

BESLED BITEERA KRR

Ms. Song Hong® Non-executive Director 13/13 100%

RO +@ FNTESF

Mr. Xu Jingdong® Non-executive Director 20/20 100%

REREE® FUTESF

Ms. Ren Na® Non-executive Director 12/12 100%

EHLL® FNTEF

Mr. Zhou Jianbo® Non-executive Director 33/33 100%

BRI FTES FUMTESF

Mr. Zhang Yang Non-executive Director 45/45 100%

SRF A FNTEF

Ms. Wang Dongfang® Independent Non-executive Director 32/32 100%

TRARLO BAFHTES

Mr. Zha Guiliang™ Independent Non-executive Director 717 100%

BEERFEED BYEHITES

Ms. Zheng Dongyu Independent Non-executive Director 45/45 100%

IS g BAFHTES

Mr. Ong King Keung Independent Non-executive Director 45/45 100%

IHBELE BYEHITES
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£ = N 2l A& s/ 3
FNLE LEERRE

Notes:

(1) As Mr. Luo Yun was under disciplinary inspection and supervisory

(2)

@)

4)

®)

(6)

™

investigation by the Disciplinary Inspection Committee of the CPC of
Kunming City and the Kunming Municipal Supervisory Commission for
alleged serious violations of disciplines and laws, he has been removed
from his position as an executive Director at the 2023 First EGM.

The resignation of Ms. Song Hong from her position as a non-executive
Director took effect on 24 April 2023, and she was not required to
participate in any Board meetings held after the effective date of her
resignation.

Mr. Xu Jingdong was newly appointed as a non-executive Director at the
2022 annual general meeting held on 29 June 2023, and he participated
in all Board meetings held after his appointment.

The resignation of Ms. Ren Na from her position as a non-executive
Director took effect after the 2023 First EGM, and she was not required
to participate in any Board meetings held after the effective date of her
resignation.

Upon approval at the 2023 First EGM, Mr. Zhou Jianbo was newly
appointed as a non-executive Director and he participated in all Board
meetings held after his appointment.

The resignation of Ms. Wang Dongfang from her position as an
independent non-executive Director took effect on 20 September 2023,
and she was not required to participate in any Board meetings held after
the effective date of her resignation.

Upon approval at the 2023 Second EGM, Mr. Zha Guiliang was newly
appointed as an independent non-executive Director, and he participated
in all Board meetings held after his appointment.

&t

()

(2

(3)

4)

(5)

(6)

7
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During the Reporting Period, 1 annual general meeting and 2
extraordinary general meetings were held. Prior to the general meeting,
reasonable notice was given in strict accordance with the relevant
requirements of the Listing Rules and the Articles of Association, and
the chairpersons and members of the special committees were invited
to attend the meetings and individual resolutions were proposed on the

CHAPTER NINE CORPORATE GOVERNANCE REPORT

actual separate issues to be considered at the general meetings. The

attendance of the Directors was as follows:

Name

&

Mr. Zeng Feng
23

Mr. Chen Changyong
BREBETE

Mr. Luo Yun®™
BESLED

Ms. Song Hong®
RO LZ+@

Mr. Xu Jingdong®
RERELE®

Ms. Ren Na®
L@

Mr. Zhou Jianbo®
A#EREES®

Mr. Zhang Yang
SR¥ A

Ms. Wang Dongfang®
TRARLO

Position

B fir

Chairperson; Executive Director
BEER WTESF

Executive Director and General Manager

HIOTESRAKLHE

Executive Director and Deputy General Manager
HITEFFA AR

Non-executive Director

EBITES

Non-executive Director

FBITES

Non-executive Director

EBITES

Non-executive Director

FRITE=R

Non-executive Director

EBITES

Independent Non-executive Director
BIYFHTES

HEHA ARAH
REGERBRRASE
REMRARRAER
VTHFEMZEGIAERZTELE
tARENERBYNEEIANRORER -

ESHRE

kﬁ-j_l’:ﬂ:

QE%E’JIE:‘/RZZETI

Number of meetings
attended/should
attend
HEHES
EHRY

3/3

3/3

0/0

11

2/2

0/0

3/3

3/3

2/2

"lr'rxL\:t
1t A ¥

BRTIRBERBFERGM2
cHMIRR ARG BRHA
g*ﬁﬁﬁ%ﬁi?“ﬁj/—\fi%’ﬂ :

CRRERR R

N N

Attendance Rate

H =

100%

100%

0%

100%

100%

0%

100%

100%

100%
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BALE LEERRE
Name Position
L B 6z

Mr. Zha Guiliang™
BEERKED

Ms. Zheng Dongyu
Bt

Mr. Ong King Keung
ITHEELE

Notes:

(1M

()

®)

4)

(%)

(6)

)

Independent Non-executive Director

BIULFHITES

Independent Non-executive Director

BIAFRTES

Independent Non-executive Director

BYFHITES

As Mr. Luo Yun was under disciplinary inspection and supervisory
investigation by the Disciplinary Inspection Committee of the CPC of
Kunming City and the Kunming Municipal Supervisory Commission for
alleged serious violations of disciplines and laws, he has been removed
from his position as an executive Director at the 2023 First EGM.

The resignation of Ms. Song Hong from her position as a non-executive
Director took effect on 24 April 2023.

Mr. Xu Jingdong was newly appointed as a non-executive Director at the
2022 annual general meeting held on 29 June 2023, and he participated
in the EGM as a candidate of Director and participated in all general
meetings held after his appointment.

The resignation of Ms. Ren Na from her position as a non-executive
Director took effect after the 2023 First EGM.

Upon approval at the 2023 First EGM, Mr. Zhou Jianbo was newly
appointed as a non-executive Director, and he participated in the EGM
as a candidate of Director and participated in all general meetings held
after his appointment.

The resignation of Ms. Wang Dongfang from her position as an
independent non-executive Director took effect on 20 September 2023.

Upon approval at the 2023 Second EGM, Mr. Zha Guiliang was newly
appointed as an independent non-executive Director, and he participated
in the EGM as a candidate of Director and participated in all general
meetings held after his appointment.

H it -

()

(2

(3)
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(5)

(6)

()

Number of meetings
attended/should

attend Attendance Rate
HEHES M

EERHY HEx

11 100%

3/3 100%

3/3 100%
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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 separate 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 and Mr. Chen Changyong is the general manager
(president) of the Company. The role of the Chairperson was separate
from that of the general manager (president), and they performed
corresponding duties respectively in accordance with the relevant
laws and regulations and provisions of the 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.

4. Appointment of Directors

In accordance with the provisions of the Articles of Association, 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.
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Under code provision B.2.2, every Director, including those appointed
for a specific term, should be subject 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.
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 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. During
the year ended 31 December 2023, the independent non-executive
Directors attended Board meetings regularly and actively participated
in the decision-making process of the Board, and provided independent
views and opinions to the Board when it performed its duties. In view
of the above, and after review, the Board believes that its mechanism
for obtaining independent opinions has been fully implemented and
continues to be effective.
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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.

The independent non-executive Directors receive their remuneration
from the Company, whereby the Company shall pay Ms. Zheng
Dongyu, Ms. Wang Dongfang and Mr. Zha Guiliang 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.
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7. Training of Directors

Each of the newly appointed Directors has all received comprehensive,
official and customised induction training upon their first appointments,
so as to ensure that he/she would have an appropriate understanding
of the Company’s business and operation and be fully aware of
their responsibilities and duties under the Listing Rules and relevant
regulatory requirements.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills.
Directors are kept updated regarding the statutory and regulatory
development and changes in the business and the market so as to
facilitate the discharge of their responsibilities.

For the year ended 31 December 2023, the Directors have participated
in the following training:

Director B=

Mr. Zeng Feng (Chairperson) BEE(EFR)
Mr. Chen Changyong (General Manager) PR E Bk & (A HE)
Mr. Xu Jingdong BREREE

Mr. Zhou Jianbo SR

Mr. Zhang Yang RAFKE

Mr. Zha Guiliang EBEREAE

Ms. Zheng Dongyu B2 8 2+

Mr. Ong King Keung TR kL

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
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8. Company Secretary and his training

During the Reporting Period, Mr. Chiu Ming King (i BH 1% ) 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,
Shareholders and management. 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.

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 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 consists of three members, all of which are
independent non-executive Directors. During the Reporting Period,
such members include Ms. Wang Dongfang (ceased to be an
independent non-executive Director and the chairperson of the Audit
Committee with effect from 20 September 2023), Mr. Zha Guiliang
(appointed as the chairperson of the Audit Committee with effect from
13 November 2023), Ms. Zheng Dongyu and Mr. Ong King Keung.

The principal responsibilities of the Audit Committee are to review
the financial information of the Company, to 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.
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As for the selection, appointment and dismissal of external auditors
or resignation of auditors, the Board and the Audit Committee have
reached a consensus.

During the Reporting Period, the Audit Committee held 8 meetings, the
details of which are as follows:

On 9 January 2023, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the report of the pre-audit
work by the auditor were considered and approved by the Audit
Committee.

On 24 March 2023, a meeting of the Audit Committee was held in the
Company, at which 10 proposals including the Proposal on Report
from the Auditors on the Audit of the Company’s 2022 Annual Results
and the Proposal on Audited Financial Statements in the Previous Year
were considered and approved by the Audit Committee.

On 18 May 2023, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the proposed appointment of
the Company’s Auditors were considered and approved by the Audit
Committee.

On 7 June 2023, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the Company’s rectification
plan for the problems identified in the previous year’s audit were
considered and approved by the Audit Committee.

On 19 July 2023, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the report on the audit work
by the Company’s auditors were considered and approved by the Audit
Committee.

On 25 August 2023, a meeting of the Audit Committee was held in the
Company, at which 7 proposals including the Proposal on 2023 Interim
Results Announcement were considered and approved by the Audit
Committee.

On 23 October 2023, a meeting of the Audit Committee was held in
the Company, at which 2 proposals including the internal audit of
the Company for 2022 were considered and approved by the Audit
Committee.

On 13 November 2023, 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 were considered and approved by
the Audit Committee.
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During the Reporting Period, the attendance of the meetings by the
committee members was as follows:

Name 2

Mr. Zha Guiliang (chairperson) EBEREE(FF
Ms. Wang Dongfang FRAXL

Ms. Zheng Dongyu 8 2 2+

Mr. Ong King Keung T HoE kA&

2. Remuneration and Appraisal Committee

During the Reporting Period, the Remuneration and Appraisal
Committee consisted of three members, including two independent
non-executive Directors and one executive Director, and the committee
was chaired by an independent non-executive Director. The members
include Mr. Ong King Keung (chairperson), Mr. Zeng Feng, Ms. Wang
Dongfang (ceased to be an independent non-executive Director and a
member of the Remuneration and Appraisal Committee with effect from
20 September 2023) and Mr. Zha Guiliang (appointed as a member
of the Remuneration and Appraisal Committee with effect from 13
November 2023).

The principal responsibilities of the Remuneration and Appraisal
Committee are to formulate and review the remuneration policy
and structure of the Directors and senior management and advise
the Board on the same, to make recommendations to the Board on
the respective remuneration packages of each executive Director
and senior management, to establish the performance evaluation
standards, procedures and system, to annually evaluate the
performance of the Directors and senior management and advise the
Board on the same, to review and approve matters relating to share
schemes under Chapter 17 of the Listing Rules and to perform other
duties and responsibilities as assigned by the Board.
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During the Reporting Period, the Remuneration and Appraisal
Committee held 5 meetings, the details of which are as follows:

On 7 March 2023, 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 24 April 2023, 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 20 September 2023, 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 30 November 2023, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered 2
proposals including the determination of 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 14 December 2023, a meeting of the Remuneration and Appraisal
Committee was held in the Company, at which the proposal to
determine the remuneration of the candidate for the deputy general
manager of the Company was considered and approved by the
Remuneration and Appraisal Committee.
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During the Reporting Period, the attendance of the meetings by the

committee members was as follows:

Name

Mr. Ong King Keung (Chairman)
Ms. Wang Dongfang

Mr. Zha Guiliang

Mr. Zeng Feng

3. Nomination Committee

During the Reporting Period, the Nomination Committee consisted of &G H RN IBXEZE@RIE=FLZE HHh BTk
BITEEME PTEE—F FEZEBBVHE

<

ITHARE(EFALZ
ERA L
EERELE
B#EEL

three members, including two independent non-executive Directors

and one executive Director, and the committee was chaired by an

independent non-executive Director. The members include Ms. Zheng

Dongyu (chairperson), 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 7

meetings, the details of which are as follows:

On 7 February 2023, a meeting of the Nomination Committee was held

in the Company, at which 2 proposals including the adjustment of the

members of the Strategy and Investment Committee were considered

and approved by the Nomination Committee.
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On 7 March 2023, a meeting of the Nomination Committee was held
in the Company, at which a proposal of the change of a non-executive
Director was considered and approved by the Nomination Committee.

On 24 March 2023, 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 Members of the Board of Directors and the progress on achieving
the objectives set for implementing the said policy were considered
and approved by the Nomination Committee.

On 24 April 2023, a meeting of the Nomination Committee was held in
the Company, at which a proposal of the change of a non-executive
Director was considered and approved by the Nomination Committee.

On 20 September 2023, a meeting of the Nomination Committee
was held in the Company, at which a proposal of the change of an
independent non-executive Director was considered and approved by
the Nomination Committee.

On 30 November 2023, a meeting of the Nomination Committee was
held in the Company, at which a proposal of the appointment of an
executive Director was considered and approved by the Nomination
Committee.

On 14 December 2023, a meeting of the Nomination Committee
was held in the Company, at which a proposal of the appointment
of a deputy general manager of the Company was considered and
approved by the Nomination Committee.
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During the Reporting Period, the attendance of the meetings by the H&EHA S ZEHEFESHB RO T ¢
committee members was as follows:
Number of
meetings attended/
should attend Attendance rate
& HE 2 i
Name "2 BHERE HEE
Ms. Zheng Dongyu (chairperson) BRMELT(EFZE) 717 100%
Mr. Zeng Feng Bk A4 717 100%
Mr. Ong King Keung T 08 5k 4 717 100%
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4. Strategy and Investment Decision Committee

During the Reporting Period, the Strategy and Investment Decision
Committee consisted of three members, including two executive
Directors and one independent non-executive Director, and the
committee was chaired by an executive Director. The members include
Mr. Zeng Feng (chairperson), Mr. Luo Yun (ceased to be a member
of the Strategy and Investment Decision Committee with effect from
7 February 2023), Mr. Chen Changyong (served as a member of
the Strategy and Investment Decision Committee with effect from
7 February 2023), Ms. Wang Dongfang (ceased to be an independent
non-executive Director and a member of the Strategy and Investment
Decision Committee with effect from 20 September 2023) and Mr. Zha
Guiliang (served as a member of the Strategy and Investment Decision
Committee with effect from 13 November 2023). Except for Ms. Wang
Dongfang and Mr. Zha Guiliang, 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.

During the Reporting Period, the Strategy and Investment Decision
Committee held 2 meetings. Details are as follows:

On 10 January 2023, a meeting of the Strategy and Investment
Decision Committee was held in the Company which discussed and
reviewed the proposals concerning the financing situation of the
Company for the year of 2022 and the financing plan of the Company
for the year of 2023 which were considered and approved by the
Strategy and Investment Decision Committee.

On 20 September 2023, a meeting of the Strategy and Investment
Decision Committee was held in the Company which discussed and
reviewed the proposal on the development plan of the reclaimed water
segment of the Company which were considered and approved by the
Strategy and Investment Decision Committee.
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During the Reporting Period, the attendance of the meetings by the
committee members was as follows:

Name 2

Mr. Zeng Feng (chairperson) BAEE(EFZE)
Mr. Luo Yun BESAE

Mr. Chen Changyong BREBEE

Ms. Wang Dongfang FRAFLZL

Mr. Zha Guiliang EER%E

E. NOMINATION POLICY OF DIRECTORS,
BOARD DIVERSITY POLICY AND DIVERSITY
ANALYSIS

According to the 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.
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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.

The Company has formulated the Diversity Policy of Members of the
Board of Directors, which sets out:

. When the Company is establishing the composition of the
members of the Board of Directors, it will take into consideration
of different aspects and achieve the diversity of the member
of the Board of Directors. Such aspects shall include but is not
limited to gender, age, cultural and educational background,
race, professional experience, technique, knowledge and term
of service. The Company aims to have a Board with diverse
gender composition, and the appointments of the 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 subject to a
series of standards regarding diversity, including but not limited
to gender, age, cultural and educational background, race,
professional experience, technique, knowledge and term of
service. The final decision will be made based on the strengths
of the candidates and such contribution they can make to the
Board of Directors.

The above measurable objectives were also reviewed and adopted
when the Nomination Committee reviewed the composition of the
Board. The Nomination Committee has selected new or succeeding
Directors pursuant to the requirements of the Diversity Policy of
Members of the Board of Directors, while a special meeting was held
during the Reporting Period to review the implementation and progress
of the Diversity Policy of Members of the Board of Directors, with a
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
realised 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

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

% 51

Age
F IR

Post
B8 41

Length of service as Board members

HELARAEEEKREFE

Experience in water treatment industry

KIGITEL S

Major or expertise

HEREE

Category
1 5l

Male
SR
Female

ik

35 to 50
355% 250 5%
51 or above
515 A £

Executive Director

HITEF

Non-executive Director
FEHITES

Independent non-executive Director

BWIFRITES

Within 1 year

16 R

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

3 to 10 years

3FEFE10F

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

10 to 20 years (including 20 years)
10 £ 206 (§20%)

Engineering, project and operational
management

IR HERELER

Finance and accounting

ke

Law

AR
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Number
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BEHANEETENAXN KEESRBENES
MEFNAEFEZTLRENER -BERS
HR - BEFE@ZnlommT:

Percentage in the
members of the
Board of Directors
HESEEHE LA
88%

12%

50%

50%

25%

37.5%

37.5%

37.5%

50%

12.5%

87.5%

12.5%

50%

37.5%

12.5%
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In terms of employee diversity, as of 31 December 2023, the Company
had a total of 1,253 employees (including senior management), of
which 819 were male and 434 were female, accounting for 65.4%
and 34.6% 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.

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 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 results of audits and rectification are made
to the Audit Committee and the Board of Directors. 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.
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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 2023 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.

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 company level and business level. Under such framework,
a mutual mapping between key risk points and control points is
established by setting up a 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, focuses 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 an appraisal team, to
implement on-site tests, 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, 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.
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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.

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 of 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
2023.

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 Mazars CPA Limited as its international
auditor and engaged Zhongshen Zhonghuan Certified Public
Accountants (Special General Partnership) to handle its PRC domestic
audit work in 2023. During the year, the Group paid RMB2.0 million to
auditors for their audit service for the Group and paid RMB Nil for their
non-audit service.
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FANE GXERHRSE

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, 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 a provisional draft

resolution to the Company at the general meeting

It is also provided in the Articles of Association 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 a provisional 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 such draft
resolution submitted by such Shareholder. Should some items in such
provisional 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,
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:

Wastewater Treatment Plant No. 7
Kunming 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 are essential to the enhancement of investor relations
and the enhancement of investors’ understanding of the Company’s
business and strategies. The Company highly values Shareholders’
opinions and suggestions, encourages 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. INVESTOR RELATIONS

The Company believes that good investor relations 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.

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.
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EAE

ERERHRE

M. ARTICLES OF ASSOCIATION

During the Reporting Period, in accordance with the provisions of the
relevant provisions of the Listing Rules on the level of core shareholder
protection, the Company Law of the People’s Republic of China, the
Notice on Incorporation of the Requirements of the 20th National
Congress of the Communist Party of China on Party Building Work
into the Articles of Association by Municipal State-owned Enterprises
issued by the State-owned Assets Supervision and Administration
Commission of the Kunming Municipal People’s Government and
other relevant laws and regulations and the relevant requirements of
state-owned assets supervision and administration, and taking into
account the actual situation of the Company, the Board proposed to
make amendments to the relevant provisions involved in the Articles
of Association. For details, please refer to the announcements of the
Company dated 7 March 2023 and 18 May 2023, respectively. The
resolutions for the proposed amendments to the Articles of Association
have been approved and implemented by way of special resolution at
the 2022 AGM.

N. ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORT

During the Reporting Period, the Company has complied with the
provisions of “Comply or Explain” ([ 7~ & 5F 3t ## 12 |) 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.
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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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F+E BEEEHE

L COMPOSITION OF THE BOARD OF SUPERVISORS

As of 31 December 2023, 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

— BEEAM
BE2023F 128318 - AAAEFEREIRETF -

Hb 1 52RRRREF 2B IRKEF -EF
EHI3F A EEEE-

ARRMEESERNOT :

follows:

Name Position Appointment date

34 B L ZITHH

Na Zhigiang Chairman of the Board of Supervisors; Employee 19 January 2011
Representative Supervisor

A& R EEgIR BIARKRES 201141 A19H

Yao Jianhua Employee Representative Supervisor 19 January 2011

e BIRKRES 201151 A19H

Shao Wei Shareholder Representative Supervisor 7 May 2016

AR & RERRKES 20165 A7H

1. MEETING OF THE BOARD OF SUPERVISORS

During the Reporting Period, the Board of Supervisors of the Company
convened 4 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:

= BEEgEHER

BEMAR ARAEZTEAEBHTINEETEEH
MESEROREFRREET RBEBEEEN-
EUEEHFEEEBRAT

Name Number of meetings attended/should attend Attendance rate
i 4 HE/ESMEHERE HE =

Na Zhigiang 4/4 100%

B & 58

Yao Jianhua 4/4 100%

o

Shao Wei 4/4 100%

fB &
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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 Listing Rules of the Hong Kong Stock Exchange,
the Articles of Association 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.

Im. MAJOR WORK IN 2023

(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.
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2 == I E-
F+E BEEHE
(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.

As Mr. Luo Yun 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. During the Reporting Period, the Board and
the general meeting has removed Mr. Luo Yun 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 2023, 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 2023 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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(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 been effective on better risk prevention and control
over 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” (( ¥ #E A R £ A B 2 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 WA X S AR A A& % L™ # Al)) 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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E+E BEEgHSE

IV. 2024 ANNUAL WORK PLAN -

In 2024, the Supervisory Committee will continue to strictly comply 2024 &
with the laws, regulations and the Articles of Association, faithfully and AlER
diligently perform its duties and obligations to effectively safeguard  # # 2

2024 [ T 1E &t &

CEEEREBERETER FRNRQ
MRE LEYDHMETRENEL TR
AMERBEROMNGE BERARRBRER

the interests of the Company and its shareholders, and ensure the EfF-FWH—F EEZSBHUATLEF@ETE
standardized and healthy operation of the Company. In the coming & B 4 :

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 2024, 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.

(2) 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.

(3) Strengthening education to enhance the ability to perform (=)
duties. In 2024, 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 170 to 316,
which comprise the consolidated statement of financial position as
at 31 December 2023, and 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 material accounting policy information.

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 2023, and of its consolidated financial performance and
consolidated cash flows for the year then ended in accordance with
the IFRS Accounting Standards 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 2023. 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.

HEEFER

HRESTEERBERMOZEHNE RAYEE
F2023F1N2ANMBULEFEMNA MM B REROEFL
BAEENEFH SLEHERERMBFAERES
HOBRERHLEERABETEEN -RAT S
HELEZERHEBHER -

Recoverability of trade receivables, receivables under
service concession arrangements, contract assets and
construction contracts

“Receivables under service concession arrangements”, Note
20 “Contract assets”, Note 19 “Amounts due from customers | —
for construction contracts” and Note 2 “Principal accounting
policies — Critical accounting estimates and judgements” to
the consolidated financial statements.

As at 31 December 2023, the net carrying amounts of
trade receivables, receivables under service concession | —
arrangements, contract assets and construction contracts
were approximately RMB3,547,998,000, RMB2,559,301,000,
RMB133,203,000 and RMB728,531,000, respectively, and
loss allowance provisions for trade receivables, receivables
under service concession arrangements, contract assets and
construction contracts were approximately RMB108,337,000, | —
RMB58,107,000, RMB3,024,000 and RMB16,541,000,
respectively.

Management assesses the recoverability of trade
receivables, receivables under service concession
arrangements, contract assets and construction contracts
based on the risk portfolio, customers’ liquidity, historical | —
credit losses, past collection history, subsequent settlement
and other current and forward-looking information on macro
economy.

We identified the above matter as a key audit matter area
because of the significant judgement involved in determining
the recoverability of trade receivables, receivables under
service concession arrangements, contract assets and
construction contracts and their significant amounts.

Refer to Note 26 “Trade and other receivables”, Note 18 | Our audit procedures, among others, included:

tested, on a sample basis, the accuracy and

evaluated the internal controls over the Group’s
assessment process in relation to the recoverability
of trade receivables, receivables under service
concession arrangements, contract assets and
construction contracts respectively.

completeness of the ageing report and historical
credit losses for trade receivables, receivables under
service concession arrangements, contract assets
and construction contracts respectively.

obtained management’s assessment of future
expected credit losses and the change of credit risk
of individually significant balances and evaluated
management’s assessment against available
evidence including but not limited to obtaining market
data for our analysis; and.

examined subsequent settlements of trade
receivables, receivables under service concession
arrangements, contract assets and construction
contracts respectively.
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KEY AUDIT MATTERS (continued)

FEEFERE)

Receivables and revenue recognised for service
concession arrangements under financial asset model

Refer to Note 2 for the accounting policy of service
concession arrangements under financial asset model,
Note 2 “Principal accounting policies — Critical accounting
estimates and judgements”, and Note 18 to the consolidated
financial statements for the receivables under service
concession arrangements.

The Group has entered into a number of service concession
arrangements with certain governmental authorities or their
designators (the “Grantors”) under Build-Operate-Transfer
arrangements and Transfer-Operate-Transfer arrangements
in respect of its wastewater treatment, reclaimed water
supply and running water supply. Certain of these service
concession arrangements are accounted for using
“financial asset” model while others are accounted for
using “intangible asset” model. For the Group’s service
concession arrangements under financial asset model, the
fair value of receivables and revenue recognised are derived
from valuation in which a number of critical assumptions
were used. As at 31 December 2023, the carrying amount
of receivables under service concession arrangements
amounted to approximately RMB2,559,301,000, which
accounted for 21.2% of the Group’s total assets.

Management conducted the valuation for those service
concession arrangements under financial asset model at
initial recognition, and performed revaluation when there
were indicators that the critical assumptions in the initial
valuation have been significantly affected and deviated
subsequent to initial recognition. Such valuation and
revaluation were determined based on the forecasted cash
flows to be derived from the related projects which involved
critical judgements and assumptions including but not limited
to the effective interest rate and forecasted unit price of
service fee. With reference to the valuation and revaluation
performed by the management, management determined
the amount of receivables and revenue to be recognised
for service concession arrangements under financial asset
model during the year, and the subsequent measurement of
receivables and revenue.

We identified the above matter as a key audit matter area
because of the significant judgement involved in determining
the receivables and revenue recognised for service
concession arrangements under financial asset model and
their significant amounts.

With respect to valuation and revaluation for the service
concession arrangements under financial asset model
undertaken during the year, we assessed the methodologies
used by the management, the valuation processes and
significant assumptions adopted. We also evaluated the
reasonableness of the methodologies and assumptions used
in the valuation and revaluation.

We selected samples of service concession arrangements
under financial asset model for testing. The key procedures
included:

1. Examining the agreements between the Group and
the Grantors.

2. Testing the reasonableness and appropriateness
of critical assumptions adopted in the cash flow
forecasts, mainly in relation to:

- sending confirmations to the Grantors to
confirm the current unit price;

- assessing and analysing the reasonableness
of the operating costs by comparing to
the actual costs of other existing service
concession arrangements of the Group; and

- assessing and analysing the profit margins
of the operating services by comparing with
the average profit margin of the operating
services of the industry.

We also challenged management’s assessment of whether
the subsequent measurement of receivables and revenue
recognised for the service concession arrangements under
financial asset model should be subject to revaluation by
comparing the actual outcome, if available, with the critical
assumptions applied in the valuation in previous years
and assessing the potential impact of reasonably possible
changes in the critical assumptions.
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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the
2023 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 IFRS Accounting Standards 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 SH BB HR R REMNE R

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.

Mazars CPA Limited
Certified Public Accountants
Hong Kong, 27 March 2024

The engagement director on the audit resulting in this independent
auditor’s report is:

Fung Shiu Hang

Practising Certificate number: P04793
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
F+T"F SHMHBHR AHEBEmZREMzEREE

FOR THE YEAR ENDED 31 DECEMBER 2023 #{ £2023F 12 A31H It F &

Year ended 31 December
HE12A3MALEE

2023 2022

2023 &£ 2022 F

Notes RMB’000 RMB’000

Bt 7F AR¥Fx ARBFT

Revenue N ) 1,807,488 2,065,863
Cost of sales 8 & K AN 6 (1,009,248) (1,208,592)
Gross profit EF 798,240 857,271
Selling expenses HEEMA 6 (2,326) (4,339)
Administrative expenses THEA 6 (111,878) (121,307)
Research and development expenses mEER 6 - (542)
Impairment loss on investment in an associate BEREREERAL 22 (55) (5,576)
Net impairment losses on financial assets CREERBEXFHE 3.1(b) (110,033) (114,486)
Other income H A = 7 45,508 68,171
Other losses HiEE 8 (3,861) (890)
Operating profit mEF 615,595 678,302
Finance income 8 75 A 9 39,172 39,338
Finance costs B 75 A AN 9 (273,065) (349,484)
Finance costs — net B ISR AR — % 58 9 (233,893) (310,146)
Share of results of associates Bt A REERKRDE 22 (691)
Profit before tax oA A 381,702 367,465
Income tax expense Fiisfi &R 11 (63,975) (43,330)

Profit for the year FEMNE 317,727 324,135




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)

B+

EHMBHRE

FOR THE YEAR ENDED 31 DECEMBER 2023

EHE®

Notes
Mt &F
Other comprehensive income EHtzml =
Item that may be reclassified subsequently HEMEEN D EEED
to profit or loss: ZIHEAH
Exchange differences arising from translation of B E /BN EKE LW
foreign operation ERE®
Total comprehensive income for the year EEZEWRERE
Profit attributable to: FEES
— Equity holders of the Company —ARABIERFAEA

— Non-controlling interests

—JEES S

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

ENERERBR:
—AARESEFAA
—JEES MRS

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

— Basic and diluted earnings per share

BERAANAEEHAEA
B R R B R
(L BB AR T
—EARARHETRKE 14

B A it K 75 AR 14

K H & w5k (E)

B ZE2023F12A31BILFE

Year ended 31 December
HE12A3MALEE

2023 2022
2023 & 2022 4
RMB’000 RMB’000
AR¥F 1 ARBTFT
(1,049)
860 (1,049)
318,587 323,086
316,506 322,250
1,221 1,885
317,727 324,135
317,366 321,201
1,221 1,885
318,587 323,086
0.31




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FT+T2F EHUHBHEET SHMBARAR

AS AT 31 DECEMBER 2023 72023412 H31H

2023 2022
2023 £ 2022 F
Notes RMB’000 RMB’000
b &F AR%T T ARBFoT
Non-current assets ERBEE
Investment properties wEYE 15 267,855 277,462
Right-of-use assets/land use rights EREEE+ {5 A 16 378,384 411,454
Property, plant and equipment TEE - IRKEER 17 2,485,500 2,716,650
Receivables under service concession K ERBETH
arrangements JFE W 3R 1B 18 2,528,619 2,546,421
Amounts due from customers for construction EREFEEARK
contracts 19 701,415 675,715
Contract assets EHEE 20 133,203 109,121
Intangible assets mEREE 21 561,337 547,180
Investments in associates EIE 22 - 6,526
Deferred tax assets BRI E E 23 96,117 81,028
7,152,430 7,371,557
Current assets RBEE
Receivables under service concession BEEEBETH
arrangements fE Uk k18 18 30,682 44,128
Amounts due from customers for construction EREFEEARK
contracts 19 27,116 35,602
Inventories FE 24 7,570 21,890
Financial assets at amortised cost LABESHRK AN FT 2 8
SR EE 25 179,800 240,000
Trade and other receivables FE U BR 3 % H th B IR 26 4,437,299 3,676,339
Cash and bank balances e RRITHE 27 174,088 131,494
Restricted funds ZREE S 27 54,865 181,194
4,911,420 4,330,647
Current liabilities nBEaR
Trade and other payables FE 1 BR 3 I H th JE 5 3R 28 1,380,081 806,410
Contract liabilities ARAE 28 7,163 6,839
Tax payables JE - Fi 18 142,462 79,431
Borrowings EEN 29 3,266,653 3,346,394
4,796,359 4,239,074
Net current assets REEEFE 115,061 91,573
Total assets less current liabilities BHEERTRBARE 7,267,491 7,463,130




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

oy —_— +| 2N = o
F+"E EHHBHRER SHBMBMRARGE)
AS AT 31 DECEMBER 2023 72023412 A31H
2023 2022
2023 F 2022 F
Notes RMB’000 RMB’000
Mt i AE¥ T ARBTFT
Non-current liabilities ERBEE
Deferred revenue iR AE I 2= 30 239,728 230,943
Borrowings N 29 2,005,485 2,522,693
Deferred tax liabilities EERIEEE 23 44,974 51,903
2,290,187 2,805,539
NET ASSETS FEE 4,977,304 4,657,591
Capital and reserves BARRE
Share capital fi& 75 31 1,029,111 1,029,111
Other reserves % 32 1,613,774 1,575,452
Accumulated profits B 77 g 25 2,324,597 2,044,427
Equity attributable to equity holders of the AABREBZHAA
Company &1k #E & 4,967,482 4,648,990
Non-controlling interests IR 9,822 8,601
TOTAL EQUITY EEEHE 4,977,304 4,657,591

The consolidated financial statements on pages 170 to 316 were
approved and authorised for issue by the Board of Directors on 27
March 2024 and signed on its behalf by:

Zeng Feng
B
Director

EF

EMEBKERME

FITMOEEFIAZAHUMBRRILETERN
20243 H2TE M ER K ETIE BN TEER
REE:

Chen Changyong
bR E &
Director

EF

- ————— — —




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FT+T"F EHUHBHEET SHEZEZIR

FOR THE YEAR ENDED 31 DECEMBER 2023 & %2023 12A31H It F &

Attributable to the equity holders of the Company

AAARAREARE Non-

Other  Accumulated controlling
Share capital reserves profits Total interests Total equity
B & ke BN BE EEFMER B4R

RMB000 RMB'000 RMB'000 RMB'000 RMB 000 RMB 000
ARETT AREFT AREFT ARETT AREFrT AREFZ

(Note 31) (Note 32)

(Hi#31) (Wi#32)

At 1 January 2022 R2022%1 318 1,029,111 1,543,576 1,854,715 4,427,402 8,409 4,435,811
Profit for the year FEMNA = = 322,250 322,250 1,885 324,135
Other comprehensive income: Atz mlis:
Item that may be reclassified EGEgEN BZE

subsequently to profit or loss BxZEA
Exchange differences on consolidation B X Z% - (1,049) - (1,049) - (1,049)
Total comprehensive income for the year £E2ENEHE - (1,049) 322,250 321,201 1,885 323,086
Transactions with owners: BRBEENRS:
Contributions and Distributions TERDIK
Dividends (Note 13) SEREMHE13) - . (102911) (102911) - (102,911)
Dividends to non-controlling shareholders 7% i 8 T 35 12 14 #£ 4 - - - - (1,693) (1,693)
Transfer to statutory reserves (Note 32(a)) 12 5U% TE & & (1 i 32(a)) - 29,627 (29,627) = = =
Others Hip = 3,298 - 3,298 - 3,298
At 31 December 2022 ®2022%12 3310 1,029,111 1,575,452 2,044,427 4,648,990 8,601 4,657,591
At 1 January 2023 1202351518 1,029,111 1,575,452 2,044,427 4,648,990 4,657,591
Profit for the year EEFE - - 316,506 316,506 317,727
Other comprehensive income: Eth2EME:
Item that may be reclassified - Y338

subsequently to profit or loss BEnlZEH
Exchange differences on consolidation ~ JE % % 5 860 860
Total comprehensive income for the year £E2ENE#E 316,506 317,366 318,587
Transactions with owners: BREENRS:
Contributions and Distributions HERAR
Transfer to statutory reserves (Note 32(a)) 12 5UA TE & & (1 i 32(a)) 38,138 (38,138) = =
Others Hith (1] 1,802 1,126 1,126

At 31 December 2023 R2023512A31A 1,029,111 1,613,774 2,324,597 4,967,482 4,977,304




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS
FT+T2F SHUHBHEET SHEZRER

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

2023 2022
2023 £ 2022 F
Notes RMB’000 RMB’000
B &t ARBTT AR Fx
OPERATING ACTIVITIES BEED
Cash generated from (used in) operations KEEE(ERANRS 34(a) 523,261 (15,038)
Interest paid [EENEPS) (278,901) (197,121)
Income tax paid ERAEH (23,412) (90,470)
Net cash from (used in) operating activities RETHEEERWR
£FH 220,948 (302,629)
INVESTING ACTIVITIES BEFH
Purchase of property, plant and equipment BETHE IHREXHE (84,828) (366,388)
Purchase of intangible assets BERVAE (900) (2,947)
Proceeds from disposal of property, plant and HETEE - TH&kEHE
equipment BT 15 3K 106 8
Loans to related parties & KA 36(b)(ii) (80,000) (760,000)
Repayments from related parties AT B 36(b)(iii) 130,200 900,000
Repayments from a third party F=ZFEXR - 68,000
Receipt of dividends distributed I B AR F) 5 R 5K 8,440 =
Interest received 2 U F 8 44,895 29,183
Government grants received relating to purchase WX B 8E E R & E - T K
of property, plant and equipment MBEEB2BTHY 30 19,705 =
Refund of government grants iR B BT FE B 30 - (1,985)
Settlement of consideration in respect of BHEHNURFEE 2B
subsidiaries previously acquired M@ AR RE (244) (16,358)
Settlement of associates BEBE S E 6,458 =
Proceeds from disposal of subsidiaries HENB QAN
P 15 3 IE 39 139,998 53,950
Advance received from disposal of SRS NGIR S B AN
equity interests in subsidiaries 120,000 -
Net cash from (used in) investing activities BEERHELEWERMN
H&EFHE 303,830 (96,537)
—
BB R it K 5 R 4 IR EWE 175




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

ET+ZF GHUEBE=R

EHEERERE)

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

FINANCING ACTIVITIES

Decrease (increase) of restricted funds

Dividends declared and paid to the Company’s
equity holders

Dividends declared and paid to non-controlling
interests of non-wholly owned subsidiaries

New borrowings raised

Repayments of borrowings

Settlement of financial liabilities at fair value
through profit or loss

Al & S B
WMAOGEMZREE S
MARBEEHFEASTK
Ko 32 A B& 7
MIE2EME R R I
P #E & B R B ST B
18 3 P 15 5K
BZ &%
RERZDABEFARR
MERARE

Notes

i

34(b)
34(b)

34(b)

Net cash used in financing activities METHEANREFHE
Net increase (decrease) in cash and RERRE&EEDF
cash equivalents 8 n G 2)

Effect of exchange rate changes

Ex2Bye

Cash and cash equivalents at the beginning WEHYHE e R
of the reporting period ReEEY
Cash and cash equivalents at the end REHEANREER
of the reporting period, represented by R&EEEY:
cash and bank balances MBREERRITHERT R

s m—. — -

ing Dianchi Water Treatment Co., Ltd.

2023
2023 £
RMB’000

AR#®FTT

127,035

1,936,025
(2,543,612)

(480,552)

44,226

(1,632)

131,494

174,088

2022
2022 4
RMB’000
ARBFoT
(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



FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [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
Wastewater Treatment Plant No. 7, Kunming Dianchi Tourist Resort.

As at 31 December 2023, the directors of the company consider the
Company’s immediate and ultimate holding company is Kunming
Dianchi Investment Co., Ltd. ( Z 8 A& & EE B R A 7, “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 37 to the consolidated financial statements.

2. PRINCIPAL ACCOUNTING POLICIES

These consolidated financial statements have been prepared
in accordance with IFRS Accounting Standards issued by the
International Accounting Standards Board (the “IASB”), which
collective term includes all applicable individual IFRS Accounting
Standards, IAS Standards and IFRIC 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 IFRS Accounting Standards and the data recognised in accordance
with the Chinese Accounting Standards.

1. —BEH

EREMKERDERRAR(ARD AL KRB
EARLAME(THE]) QR ZEINR2010F12 423 H
ErREZmEAFMR IR ERETLA H
BOEBEABERSHAER AR XK EIR
FH-ARRBMFMBEFECAREHEDREE
BRI 75 KK o

MR2023F12A31B AR A EERBARRANE
BERBEREBRRARAAERHESLKELERETL AT
(EEMEE]) HARHTPERIHBEELE-

ARRAREMBAR(GBIAEEADETETE
WERELEMBKERRENFE Rt I
BENBEE-ALCBAETENBLANEHHENS
BF BF 75 ¥R R B FE 37 -

b1}

2. FEEFHERK

ZECHTBHRRERREESF LR ES((H
BesEABEEE)EMHRBEYBERELNS
AR HBEM A E R A E 5 BB RS A
At &R BEREAENERRE UREEQTF
GO BEBERENEE AEHP BRI TET
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Application of amendments to IFRS Accounting Standards
The Group has applied, the following amendments or annual

improvements for the first time to these financial statements for the
current accounting period:

IAS 1 Disclosure of Accounting Policies

IAS 8 Definition of Accounting Estimates

IAS 12 Deferred Tax related to Assets and Liabilities arising
from a Single Transaction

IAS 12 International Tax Reform — Pillar Two Model Rules

IFRS 17 Insurance Contracts

IFRS 17 Initial Application of HKFRS 17 and HKFRS 9 —

Comparative Information

None of these amendments have had a material impact on how the
Group’s results and financial position for the current or prior periods
have been prepared or presented. The Group has not applied any
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
is set out below.

2. IEZEFREBRAE)
e PR B W B 75 4R 45 % A @ B0 B (5 5T )

FEBERASHPMOZEY BRI PERE
AT B R] Ak F B 2

BB & sh &R ZE 158 ETERKRER
BB &5 &R 858 EHEHNER
BRe:EAFE125 HBHESEIFHFELENEE
MBEBEBBENELAN
158
BEERgsr&ERE129, BEHRKIE-F-_I&
&R A
B B B % R 5 2 Bl KRB ALK
F1T5%
B B B 7% 3R & £ Al (BB WEERIET
FATH FORKE BT B s &

A % 9 5% — L B & FHR
BRATT

HECTEIAYAEERRRINRE B %

BREBBRANTAELEEATE - REE YLK
RAWERR RS R MR ERO LR LR -
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)

Amendments to IFRS Accounting Standards issued but not yet

effective

At the date of approving these consolidated financial statements, the
IASB has issued a number of revised IFRS Accounting Standards 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 ™
Amendments to IAS 1 Non-current Liabilities with Covenants
Amendments to IAS 7 and
IFRS 7

Supplier Finance Arrangements ()

Amendments to IFRS 16 Lease Liability in a Sale and Leaseback

Amendments to IAS 21 Lack of Exchangeability @

Amendments to IFRS 10
and IAS 28

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

U Effective for annual periods beginning on or after 1 January 2024
@ Effective for annual periods beginning on or after 1 January 2025
® The effective date to be determined

The management of the Group does not anticipate that the adoption of
the new/revised IFRS Accounting Standards in future periods will have
any material impact on the Group’s consolidated financial statements.

2. FEEGRBKRGE)
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Basis of measurement

The measurement basis used in the preparation of these consolidated
financial statements is historical cost basis, except for investment
properties which are measured at fair value as explained in the
accounting policy set out below.

Basis of consolidation

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 IFRS Accounting Standards.

RHEAHUBRRMANTEERSELKRAE
ECERMTXAHASABRMAA REYE TR
HAREEMFE-

EHUBRREEARARENEB QAT B R
Z-MBARAMNYBHRERA MW EAHER A
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SERARRHEZABESR XZULEBEARA
MRIELENEXRBEBEHEZHHE - B QA
CEBBASEESHEEGEERRES AR
THEEH AREZEHELLESIL-

FERERNEHEaREM2ARERARR
RABRERFEASRHEZY  XEEHI BRI
THRENENN - REUBINBEREE 22
BEBTEFAEAESREJIRL O D58 IKE
TEEBEMEEERES DS UAAEBESLR
FMAERXERNBRUBA AR FEECHR S
BEWEGALFE - HAEEEKRANKBEED
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180 2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)
Allocation of total comprehensive income

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 ownership interests

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.

E R

2. FEEHBERGE)

& 0 (7

HELERGAR
ARFARBEHEARFERBED HBERE
PERFZEBS - 2ERGRBASETF AL
ﬂ%%ﬁﬁA&#%&ﬁE B F b B B E B

PERRRE AR IR B AL A ER

HEREEGZHEZE
MASERMBARANHEEERSZ U MEHN
KEESIE BVRARAR S - ERE = K& IEE
BREZNHEAOESSAZE URBEAKEB QA
WEBARZEZD - IFERBEZNLAESTED
NEZBERRENAAEERIRNEZEEEERNER
FHEATEBRARAEZIFTA A

MASEHAEZEMBLAANENE DEREE
%Eéﬁ?ﬂﬁ%%%%ﬁﬁi@%%%ﬁﬂ%
EAERRENAABEETANREERZN AR
ERERIECR I (1))iS %z%ﬂ%%am%ﬂjﬁ
FAFEREENEE(REFBRAENER
Be-LARNAEME2ERARBEEBMLEMHB
ARMNEHRRERRERLAAERHERBEEE
FRENR— %ﬁﬂ$ RAKMBARRENE
4% & K Bl MY B A A7) 45 R 8 5 A Y /B8 2 B #9
fi] & %E%%%ﬂfﬁﬁtﬁmﬁ\&ﬂ%ﬁi
MEE BERR ALARHHEM-

AHBKBERMPERLE 2023 FERE

181



FOR THE YEAR ENDED 31 DECEMBER 2023 %,

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Subsidiaries

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 40
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.

Associates

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Associates (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
40, investments in associates are also accounted for under the equity
method of accounting, less any impairment losses.

Property, plant and equipment

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.

As described in Note 31(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.

2, FTEEFHE(E)

Bi&En A

AEERBEARN AT GHEEZ RERBE
BERASERRETRMEER T AEEIE

EHRACEBZEERECAEREBERRIN  £ILB
AT ZEAERERELKERENER -

R Z40MBENARBAHBERREKRS  REERQ
ﬂ%&ﬁﬁ@ﬁaﬁﬁﬁiﬁﬁﬁﬁﬁgﬁﬂ%°

THE - IBRERRE

BRAEREIEN TBE THREREAKAR R
FERRFREBBRIIK - T8E - TRAKRER
BEMKAEREBEEERRREEEEHZEMN
MAREBRLBHWHERER R 2 EMEREMEK
K-ERREGNEBREFEARBREANE-

A BB RS R R T RE31(a) ATl - AR SR B kB 1 AR
[RE/ABHETE T IKMH 4G M5 KEIEFMEE
%ﬁ$vi&%ﬂ%ﬁﬁ%%%%&mmkMﬂ
G C-THBAEAA BREAEEEBNTHBFAEITH
fﬁﬁ%%%m'$%lﬂ@ﬁﬁ%mmﬁﬁﬁ
REEKKEREE  LAKRBEEZEE - EEM4g#E
KAWEREELHK(THF-HEF L& EA K
[TOOIRR) ERAEEERTHEANEEEE
WABRIWZEFTOORA T EEHE KX T 41 =
WTEEZEERELHBROHNBRELEELEHRE
KEBTHHAAREBSEERETRIGHM - A
I TOOBRX THETEAERTHE ITHWMEZE
N

RRAHEBKERMERLE 2023 FEHRE

183



184

FOR THE YEAR ENDED 31 DECEMBER 2023 %,

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)

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

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Property, plant and equipment (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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 %,

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Investment properties

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. The fair value of investment properties
is based on valuations by independent valuer who hold recognised
professional qualification and have recent experience in the location
and category of property being valued. The fair value reflects, among
other things, rental income from current leases and other assumptions
that market participants would use when pricing investment properties
under current market conditions, and is adjusted based on separately
recognised assets or liabilities to avoid double counting assets or
liabilities

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.

Intangible assets
(i) Operating concession

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Intangible assets (continued)
(i) Operating concession (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.

(ii) Computer software

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.

Impairment of non-financial assets

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

— property, plant and equipment;

- right-of-use assets/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 2023 & £2023% 12 A31H I FE

2, PRINCIPAL ACCOUNTING POLICIES (continued) 2.

Impairment of non-financial assets (continued) FE &

BERE

If any such indication exists, the asset’s recoverable amount is fWEFEEMA Ll iis - AEFTEEH TR E €5 -
estimated. In addition, intangible assets that are not yet available for 4N B KA RERNEFLEEMS Tl

use, the recoverable amount is estimated annually whether or not 77 7 {£

there is any indication of impairment.
- Calculation of recoverable amount -

The recoverable amount of an asset is the greater of its fair
value less costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the
risks specific to the asset. Where an asset does not generate
cash inflows largely independent of those from other assets,
the recoverable amount is determined for the smallest group
of assets that generates cash inflows independently (i.e. a
cash generating unit). 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.

- Recognition of impairment losses -

An impairment loss is recognised in profit or loss if the carrying
amount of an asset, or the cash-generating unit to which it
belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated
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).

188 2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

MRERR HesFEhstdlEedE-

FFE Y E £ 3

EEMAROSBEDEAARBEBRLEK
AEFEBEBEMETIONRSE - FHER
EER G AXRRSRERATRRE A
MEHEREREEREER T RROG
EOBRAFRE - FRE=ERE- W —HE
EEENBRERAEZRLETREBINEM
EEMELEE RBNRBILIELABRSRA
WRNEEANNREELEEM)EE A
WEEeFE-WMOEATRAEREMH A
EREETT B EE E D 0485 KE) /A
SEEEEIREZEENRSELAENM &
flgskzm/ ) ReEEBEMAR-

& 7 hi 18 &5 18

HWEEXEMBREZEEEMNREEBR
BEAEESE IRBSERREBRE -
RRSELBEUERNOBEBRETUD
Be - b R A sz B AL (R E AL R A E At
BEMNEEE HEENREETNGR D
R EAE R A A EER SRR E)
HEREBENAEE) -



FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Impairment of non-financial assets (continued)
- Reversals of impairment losses

An impairment loss is reversed if there has been a favourable
change in the estimates used to determine the recoverable
amount. A reversal of an impairment loss is limited to the
asset’s carrying amount that would have been determined had
no impairment loss been recognised in prior years. Reversals
of impairment losses are credited to profit or loss in the year in
which the reversals are recognised.

Service concession arrangements

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
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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 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Service concession arrangements (continued)
(a) Consideration given by the Grantor

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Service concession arrangements (continued)
(b) Construction and upgrade services

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.

(c) Operating service

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.

(d) Contractual obligations to restore the facilities to a specified

level of serviceability

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

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 2023 %,

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments

Financial assets

Recognition and derecognition

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 (i) 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.

Classification and measurement

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”); (iii) equity investment
measured at FVOCI; or (iv) measured at FVPL.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Classification and measurement (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.

1) Financial assets measured at amortised cost

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 cashflows
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 2023 %,

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Classification and measurement (continued)

2) Financial assets at FVPL

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial liabilities

Recognition and derecognition

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.

Classification and measurement

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 2023 %,

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial liabilities (continued)

Classification and measurement (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.

Impairment of financial assets and other items

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL 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 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)
Measurement of ECL (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.

Definition of default

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)
Assessment of significant increase in credit risk

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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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

2. PRINCIPAL 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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)
Credit-impaired financial asset

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)

significant financial difficulty of the issuer or the borrower.

(b)

a breach of contract, such as a default or past due event.
(c) 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.

(d) it is becoming probable that the borrower will enter bankruptcy
or other financial reorganisation.

(e) the disappearance of an active market for that financial asset
because of financial difficulties.

(f) the purchase or origination of a financial asset at a deep
discount that reflects the incurred credit losses.

Werite-off

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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FOR THE YEAR ENDED 31 DECEMBER 2023 %,

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Trade and other receivables

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

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

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.

Borrowings

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 2023 & £ 2023412 A31H [t FE

2. PRINCIPAL 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
(i) 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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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)

Revenue recognition (continued)
Revenue from contracts with customers (continued)
Identification of performance obligations (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).

Timing of revenue recognition

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Revenue from contracts with customers (continued)

Timing of revenue recognition (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 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Revenue from contracts with customers (continued)

Timing of revenue recognition (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.

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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)

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.

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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

2, PRINCIPAL ACCOUNTING POLICIES (continued) 2.

Foreign currency translation (continued) S HE R E (4

The results and financial position of all the group entities that have a PR

YR EENMESBEERB(BHNEREDD

functional currency different from the presentation currency (“foreign ¥ 4&E N KR AW IHE M iH T 7| HEH B 2
operations”) are translated into the presentation currency as follows: =g

- 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.

- 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 o
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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Borrowings costs

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.

Provisions

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.

Contingent liabilities

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.

2. FEEFHBRMHA)
i 5 B &
HERME BEREEAARAEMMERAL

RERASZAHENFTERRREERBZEERE)EL
ZEEERE HERERZREEEREAZ —
N ERFEEARLEEBEFRAERER R

HHER REEEXNABRELERC-MEEM
EERARBELEHMORNBERPERLTARE
XA

1

EAEEABTEHMARERE ZATELERE
Ef MBETZEFTAUESTERLEERLER
w2 EREBHEAzcBEE MR A1g
HREB CHERBERBIILEEEELAILEFE
HEHEBEREE AEEERNZIREHRE
BIEE WHELRAE URBEAIZHKEME M
fFRREEeE Y RBEAECEEXRN ABESHE

ﬁ%ﬁﬁ&ﬁ%%%iﬁZﬁ@oﬁ$ﬁlﬁ%
BRESEESER MEEFACRIARENE
%'ﬁ%%%%%% BERTTHER-
HEEE
ﬁﬁﬁ%%m@&%#%%%&ﬁ%%'ﬁﬁﬁ
WHER RERTANEREE BB & 8

ERRHUBETZER XEZEBTNSRER
FROAEMETE -

WRAEEHXEAEKEREETAEMLE BitEA
HMETETHZBOoEBRER/RLEEE B
TAEEHBBERRPER -

AREBTEHETHH UBETBRELCENENE
BREERELKANJE - NRBAIEAKE S
BEREMNBEERITEZTZEERREEN =KD

Al 7€ 7] BE If{%”‘i“ftﬂ’ﬂﬁ%,ﬁﬂWE’ETWE?H%#&%%
7B R CEBEAERAEGFNELHBR
B oh -

RRAHEBKERMERLE 2023 FEHRE

209



210

FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial guarantees issued

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.

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

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.

Leases

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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)
As lessee

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.

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 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)

As lessee (continued)

Land use rights

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 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)
As lessee (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, 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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)
As lessee (continued)

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.

(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 there
measurement of the lease liability by making a corresponding
adjustment to the right-of-use asset.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)
As lessor

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 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Employee benefit
(a) Pension obligations

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.

(b) Housing funds, medical insurances and other social

insurances

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.

(c) Bonus entitlements

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 2023 & £ 2023412 A31H [t FE

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Taxation

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.

Related parties
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 2023 & £2023% 12 A31H I FE

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FTEGHBERE)

Related parties (continued) A Bk 7 (7

(b) An entity is related to the Group if any of the following  (b) WM—EEBFAEUTHRE HEAHEARE

conditions applies: = A B B

(i) the entity and the Group are members of the (i) EA- ZISEI/‘%H—EIZ&@
same group (which means that each holding ARI(NEERAR - WB AR KA
company,subsidiary and fellow subsidiary is related to RIWB AR EILE ﬁ B k) o
the others).

(i) one entity is an associate or joint venture of the other (ii) —HEBRS HEBZBE QA
entity (or an associate or joint venture of a member of a Fagrn(—HEERS —HE
group of which the other entity is a member). ERBEEKE AR 28 E QRS

BERAA) -
(iii) both entities are joint ventures of the same third party. (iii) MEEBHAR—F=F26882
e

(iv)  one entity is a joint venture of a third entity and the (ivy —BEBA—BBE=FBEBZEE

other entity is an associate of the third entity. AR - ME—HEBEBAZE=ZFE
BomE AR

(v) the entity is a post-employment benefit plan for the (v) ZERAAEE L H K CHEIESg:
benefit of employees of either the Group or an entity ZEBRBZEEBRAMNMmRKZEKEF
related to the Group. If the Group is itself such a Bl WAEBERNE BZE ?m it
plan,the sponsoring employers are also related to the B ZEEINAEDARNEE G @ -
Group.

(vi)  the entity is controlled or jointly controlled by a person (vi)y ZEBAXZ@BEMHEINAITES X
identified in (a). A 7 o

(vii)  a person identified in (a)(i) has significant influence (vii) (a)(i)IE ﬁﬁ%%%)“]ﬂ HEBBEEATYESN
over the entity or is a member of the key management SRZER(IZERBZERAA)
personnel of the entity (or of a holding company of the FEE fi )\ Bz AL
entity).

(viii)  the entity, or any member of a group of which it is a (viiy MASEREFZERAERBZ
part, provides key management personnel services to ERNEMBEBZEMKERF -
the Group.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Related parties (continued)

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

Segment reporting

Operating segments, and the amounts of each segment item reported
in the consolidated financial statements, are identified from the
financial information provided regularly to the Group’s chief 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.

Critical judgements and accounting estimates
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 2023 & £2023% 12 A31H I FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)

Critical judgements and accounting estimates (continued)
Critical accounting judgements

In the process of applying the Group's accounting policies,
management has made the following accounting judgement:

(i) Scope of applying IFRIC 12 for certain facilities

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 [FRIC
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.

Critical accounting estimates

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:

(i) Estimated useful lives and residual values of property, plant
and equipment

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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates (continued)
Critical accounting estimates (continued)

(i) Impairment of trade and other receivables, receivables under
service concession arrangements, contract assets and amounts

due from customers for construction contracts

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.
(iii) Current and deferred income tax

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 2023 %,

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates (continued)

Critical accounting estimates (continued)

(iv) Percentage of completion of construction and service contracts

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.

(v) Service concession arrangements

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.

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.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates (continued)
Critical accounting estimates (continued)

(v) Service concession arrangements (continued)

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 2023 was approximately RMB554,687,000(2022:
approximately RMB539,304,000), while the receivables under service
concession arrangements was approximately RMB2,559,301,000
(2022: approximately RMB2,590,549,000).

(vi) Valuation of investment properties

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 2023 & £2023% 12 A31H I FE

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

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.

(a) 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 arises mainly
from cash and cash equivalents and borrowings denominated in HKD
and USD.

As at 31 December 2023, if HKD had strengthened/weakened by 1%
(2022: 1%) against RMB, with all other variables held constant, post-
tax profit for the year would have been approximately RMB6,709,000
lower/higher (2022: RMB6,442,000 lower/higher) as a result of foreign
exchange losses/gains on translation of HKD denominated assets and
liabilities.

As at 31 December 2023, if USD had strengthened/weakened by 1%
(2022: 1%) against RMB, with all other variables held constant, post-
tax profit for the year would have been approximately RMB823,000
lower/ higher (2022: RMB634,000 lower/higher) as a result of foreign
exchange losses/gains on translation of USD denominated assets and
liabilities.
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FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

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 29 to the consolidated financial statements.

As at 31 December 2023, if the interest rate on floating interest rate
borrowings had been higher/lower by 0.5% (2022: 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:

Net profit (decrease), increase
— Higher 0.5%
— Lower 0.5%

— 3 110.5%
—i% 2 0.5%

FFECR 4), 45 i
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FOR THE YEAR ENDED 31 DECEMBER 2023 %,

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(b) 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.

Information about the Group’s credit risk management, maximum
credit risk exposures and the related impairment assessment are
summarised as below:
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b) Credit risk and impairment assessment (continued)
Trade receivables

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.

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 2023, the Group had a
certain concentration of credit risk as 64% (2022: 53%) and 87% (2022:
82%) 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 RMB30,288,000 (2022:
approximately RMB25,053,000) is recognised during the year. Details
of the quantitative disclosures are set out below in this note.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(b) Credit risk and impairment assessment (continued)

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. 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 RMB4,969,000 (2022: approximately RMB26,026,000)
and recognition of impairment loss on amount due from customers for
construction contracts approximately RMB2,024,000 (2022: reversal of
impairment loss of approximately RMB6,820,000) is recognised during
the year respectively. Details of the quantitative disclosures are set out
below in this note.

Contract assets

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. Impairment loss on
contract assets of approximately RMB3,024,000 (2022: RMB nil) was
recognised during the year. Details of the quantitative disclosures are
set out below in this note.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b) Credit risk and impairment assessment (continued)
Other receivables

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
RMB203,123,000 (2022: approximately RMB8,782,000) 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 RMB22,003,000 (2022: approximately
RMB8,782,000) was recognised during the year. Total impairment
loss on other receivables of approximately RMB9,728,000 (2022:
approximately RMB16,227,000) is recognised during the year.

Other financial assets at amortised cost

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 2023,
the Group had made an accumulated lifetime loss allowance
on credit-impaired balance (2022: balance with recoverability in
doubtful) of approximately RMB120,000,000 (2022: approximately
RMB60,000,000). Details of quantitative disclosures are set out below
in this note.

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 of the Company believe are of high credit quality. Therefore,
the Group's exposure to credit risk arising from these balances is
limited.
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3. MBEEKREEE)
3.1 B 75 BB B & (7

(b) 15 A Jal B R o 1B 7T 1 (%)

Iy

REMEBKRENS A5EBEEERBEELE
Btk BALBULABELEEREIHNAE
MERNTERETEER  HHEMERFKENA
KEMETEHEBTIEREHERNTIGHE A&
EERERR BUSHERAR ZSE&EHNE
BRBIEBEELMN B ASERIEK121/E A 78 H
FEEBRIRAE HHERBFETINESH &
EEBEERAE THMRURBEBLEHOARSE
203,123,000 7T (2022 4F : 4 A R #8,782,0007T ) Jb
EEREBE2HESNCGEBEBETRAETHEA
KEHESEE Al REFAERETEBHAR
# 22,003,000 7T (20224 : 4 A R %8,782,0007C )
WAREEBEE FRABREBERKENRES
BN AR #9,728,0007T (202245 : 9 A R
16,227,000 7T) ©

ERERBELATLEUNRGEREEEX
FOBEEERANETEREEEREE T K@
1 17 F 8 B FF b o 2023 12H31H K&
HEE S HEEERENHE2022F : 7] KA
MERENSKBE)EHRF2HBEBRREODARE
120,000,000 7T (2022 4 : 4J A & #60,000,0007T) °
BERENFBRRAMETX -

AENRERRTHBELZIRHESHFEHRP
BEREENIZSHHEE ARAFRESARHERE
REES Rt  AEERZSEHEENEHR
RER -



FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

3. FINANCIAL RISK MANAGEMENT (continued) 3. B %5 B B E EE (4F)
31 Financial risk factors (continued) 3.1 HERBEZE)

(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:

(b) 15 FI R B R {5 AF 15 (4)

AEENELAFEERRARSER UREELD
R EEHRRETOR AEENBERS
CHRHETERPMEMEB AETHR-

AEBEBNZERRRORERBEIATER:

Other financial

Internal credit rating  Description Trade receivables assets/other items
PRI B RE AR B BESEKRNRE Hitt&mEE HpEE
Low risk The counterparty has a low risk of Lifetime ECL — not credit-impaired  12-month ECL
default and does not have any past-
due amounts
15 L b RHGEFHENRBRRE BXRE BEFEREHEESE-RE NREARHEEESR
A %81 83 3R IR EEERE
Watch list Debtor frequently repays after due dates Lifetime ECL — not credit-impaired  12-month ECL
but usually settle in full
BRAE BEHEALERINBERET HRE BEAFENRHNEEERR 1REAEHEEEE
BREHER - 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
F & ERRARENKEERNRBEZEN BEAFERRNEEER BRFERENCEEER

(ERARBANBERAREZEL)

—RELEEERE
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

g+

EHMBHRET SHMBHERWEGER

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

FINANCIAL RISK MANAGEMENT (continued) 3. HBEABKREEE)

Financial risk factors (continued)

Credit risk and impairment assessment (continued)

3.1 MHERKREEE)

(b) f= /A g Rl 1B AT 14 (48)

Other financial

Internal credit rating Description Trade receivables assets/other items
LRS- EE B ESEWNE Hitr&mEE HipER
Loss There is evidence indicating the assetis  Lifetime ECL — credit-impaired Lifetime ECL - credit-impaired

A

credit-impaired

FEBBTEHEAECRLGEENGE

Write-off There is evidence indicating that the

i 34

debtor is in severe financial difficulty
and the Group has no realistic
prospect of recovery

EREBRBRTEBEARARENMBR
HEAAEETRABBRAKEEH
FIE

BREGEANENCERE-C% RAGENRACERR-C2¥%

EEERE EEERE
Amount is written off Amount is written off
MEEHSE MHEESE
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
£+E aHUHHRRT SHUHHRRMECRE

FOR THE YEAR ENDED 31 DECEMBER 2023 & %2023 12A31H It F &

3. FINANCIAL RISK MANAGEMENT (continued) 3. MEBEEKERE)
3.1 Financial risk factors (continued) 3.1 M EEEZRE)
(b) Credit risk and impairment assessment (continued) (b) f5 /8 /7 B R 5 18 5F 1o (48)

The tables below detail the credit risk exposures of the Group’'s TFXRFAJAEBEBETEHEESEETIEHN LR
financial assets and contract assets (including amounts due from EBENRANEE(PERERRETEFREGRN AR
customers for construction contracts), which are subject to ECL H®{Z A RARK :

assessment:
2023 2022
Internal credit Gross Gross
Note rating 12-month or lifetime ECL carrying amount carrying amount
i NBEETR 2EALEEGENRENGEESS EAE RHEE
RMB’000 RMB’000
AREFT ARETFrx
Cash and bank balances 27 N/A 12-month ECL 174,088 131,494
BeRB|ITEH THEH RERRHEEER
Restricted funds 27 N/A 12-month ECL 54,865 181,194
XRAEES TER 12EREHEEER
Trade receivables 26 (Note (i) Lifetime ECL - not credit-impaired 3,651,525 2,943,276
BHEWHE (B =E (i) ERGENRNRERR K8
EEHE
Loss Lifetime ECL - credit impaired 4,810 12,035
B#E ERGEYREEREEE B84
EEHE
Other receivables 26 Low risk 12-month ECL 636,925 745,429
H e e 708 1% B b RERRHEEER
Loss Lifetime ECL - credit impaired 203,123 8,782
B#E ERGEYREEREE B84
EEHE
Receivables under service concession 18 Low risk 12-month ECL 2,617,408 2,645,645
arrangements
BIARERBETHEETE 1% B B R2ERBRHEEER
Amounts due from customers for 19 Low risk 12-month ECL 745,072 725,834

construction contracts

EREFRERRR 15 L B 2ERRBGEEER




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT+2F GHUBHRZX SHMBHRIMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

3. FINANCIAL RISK MANAGEMENT (continued) 3. MR EEE)
3.1 Financial risk factors (continued) 3.1 MHEKEZE)
(b) Credit risk and impairment assessment (continued) (b) f5 /4 /7 B R 5 {8 5F 1 (48)
2023 2022
Internal credit Gross Gross
Note rating 12-month or lifetime ECL carrying amount carrying amount
k=3 WHEETIHR 2EASEEGERNENREERR REAE EEHAE
RMB’000 RMB’000
AREFT ARBFL
Contract asset 20 Low risk 12-month ECL 136,227 109,121
RHEE 1% B B 12ERBEHREER
Financial asset at amortised cost 25 Doubtful Lifetime ECL - not credit-impaired -
NEEKATENEREE TR EHGENREGERR-A8E

FEHE
Loss Lifetime ECL - credit-impaired 299,800 300,000
B ERFENRNRERR-BRE

(i) For trade receivables, the Group has applied the simplified (i) HRESEWBFE AEEXRABEEYE

approach in IFRS 9 to measure the loss allowance at lifetime MEERFIRTPOBIIE UWBEAGFE
ECL. Except for debtors with significant outstanding balances HEREEEBIEEBRBE -REKXRE
or credit-impaired, the Group determines the ECL on these RAEEEHILRERABMENEBEBL AN
items on a collective basis, grouped by past due status. AEBESEAEEFZSEHANEHRE

EEE TSRy E-




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

3.  FINANCIAL RISK MANAGEMENT (continued) 3. HBERAKREEE)
3.1 Financial risk factors (continued) 3.1 M#ERKEZE)

(b) Credit risk and impairment assessment (continued) (b) f5 /8 /7 B R 5 18 5F 1o (48)
(i) Trade receivables (i) =y 3¢ ¢}

As part of the Group’s credit risk management, the Group uses debtors’ EFAAREEEZARBEEN — 2D AEEHFH
aging to assess the impairment for its customers because these EBEANERIEEFNBE BAZEETFA
customers have common risk characteristics that are representatve A XFEHERBREH EHNREXEFEBARKER
of the customers’ abilities to pay all amounts due in accordance with S FTEEHHREHE L TRIEHBEBEE S E
the contractual terms. The following table provides information about W HXEMEZARAKRM DM E R  ZF 8 5 EWH
the exposure to credit risk for trade receivables which are assessedon HEHBEBFAZMAGFEHEHEESBKREBREE
collective basis by using provision matrix within lifetime ECL (not credit 3 {8) A &9 8 5 B [ i 17 & B2 51 (& - K 2023 F 12 A
impaired). Debtors with credit-impaired with gross carrying amounts 31 H ' SR 2 E 4 A& A K 4,810,000 7t (2022 5 :
of approximately RMB4,810,000 as at 31 December 2023 (2022: #) A K #12,035,0000) W E HIREERENEH
approximately RMB12,035,000) were assessed individually. A BT -

Up to 1 year 1to 2 years 2 to 3 years

RE—F 122% 2Z3%F

Trade receivables ESEKME

As at 31 December 2023 W2023512H31H

Expected loss rate BHEBRX 1.7% 2.6% 5.0%

Gross carrying amount (RMB’000) BEEBAREF) 1,341,523 1,471,773 838,229 3,651,525

Loss allowance provision (RMB’000) EEEBARKTT) (22,665) (38,723) (42,139) (103,527)
1,318,858 1,433,050 796,090 3,547,998

Up to 1 year 1to 2 years 2 to 3 years Total

RE—F 1825 2E3F CE

Trade receivables ESEKRE

As at 31 December 2022 2022512 A31H

Expected loss rate BHERX 1.26% 3.25% 9.70%

Gross carrying amount (RMB’000) BEEBAREFT) 1,761,353 1,041,909 140,014 2,943,276

Loss allowance provision (RMB’000) EEEBEBARKTT) (22,207) (33,883) (13,587) (69,677)
1,739,146 1,008,026 126,427 2,873,599

ing Dianchi Water Treatment Co., Ltd.




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

3. FINANCIAL RISK MANAGEMENT (continued)

31 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. MBEEKREEE)
3.1 MHERKREEE)
(b) f5 /A B R 18 5F fd ()

. % (=1 = s B e S )
(i) H 5N IE(E)

S
S
Thy

X

HHEEXDREBEERINEBABRRFH
NHEHXRETHFT  EREBANHBERSE
HENEAESHAEEENETIE-EBE
HOHEBRETEHEES UBREEEBHAN
HRERBSREN-

TREATBBEBOLEDERRBNEZRBBEREANE
EEERRBEEERENESBR -

Lifetime ECL (not Lifetime ECL
credit-impaired) (credit-impaired) Total

EEFEHE BEEFEHER

HiEEEBE EEBE
(REEEERE) (BEEEEERE) &&f
RMB’000 RMB’000 RMB’000
ARB T ARET T AR¥ET T
At 1 January 2022 n2022%181H8 56,895 3 56,898
Transfer to credit-impaired HREZEELEFEERE (4,376) 4,376 -
Impairment losses recognised, net & # 5 B & 18 F 5 17,394 7,659 25,053
Disposal of a subsidiary HE — B R A (236) = (236)
Write-off 1 8 - (3) (3)

At 31 December 2022 and n2022F12A31H

1 January 2023 k2023F181H 69,677 12,035 81,712
Impairment losses recognised, net & i 3 )3 & &5 18 /% & 37,513 (7,225) 30,288
Disposal of subsidiaries HENBRR (3,663) - (3,663)

At 31 December 2023

®20234£12A31H

103,527

4,810

108,337

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.

EEAMKRPEBARARENMBEEEDLRR
ARAWKEEBRIE PIEBABBEEREA
WERF RBEZERFEAPRLFENLRHUR
RREERE) AEBEBMEE D EE A -
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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 2023 & Z202312A31H L FE

3.  FINANCIAL RISK MANAGEMENT (continued) 3. HBERAKREEE)

3.1 Financial risk factors (continued) 3.1 B EEEZRE)

(b) Credit risk and impairment assessment (continued) (b) f5 /8 /7 B R 5 18 5F 1o (48)

(i) Financial asset at amortised cost and other receivables (i) LA#E 35 P 7R 51 2 89 2 & K B g A

TRETHAANBHEXAFENESREERLME

The following tables show reconciliation of loss allowances that

has been recognised for financial asset at amortised cost and other

WHREERANEEREBENY K-

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 Total
DEENAGE  NEBEKAHE
Efb R lE Bt ERHE HemERE HemEE
EEGESES REFEHES EEGESES
128 GFEFB-BEE FEFRE-A%E GEFBE-2%4E
BHEERE EERE EERE EEHE Rt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFL ARBT ARBTR ARBTT AREBTFL
At 1 January 2022 R202251R1H 7,444 3 6,000 - 13,447
Transfer to credit-impaired EREERLEEERA (4,391) 4,391 (6,000) 6,000 =
Impairment losses recognised, net ERZAEEETE 11,836 4,391 - 54,000 70,227
Write-off i & - (3) - - (3)
At 31 December 2022 and R2022%12A318
1 January 2023 R2023%51R1R 14,889 8,782 - 60,000 83,671
Transfer to credit-impaired BRECEECENE (2,034) 2,034 = = =
Impairment losses recognised, net ERRAREEREE (1,459) 11,187 = 60,000 69,728
Disposal of subsidiaries HERBARA (65) - - - (65)
At 31 December 2023 R2023512A31A 11,331 22,003 - 120,000 153,334

S =S -

= : 236~ ;@AMepomﬁhﬁ'ianchi Water Treatment Co., Ltd.
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31

(b)

(if)

Notes:

0]

(if)

(iii)

FOR THE YEAR ENDED 3

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
RMB636,925,000 (2022: RMB745,429,000) for which 12-month ECL
has been provided, resulted in reversal of ECL of approximately
RMB1,459,000 and cancellation of ECL of approximately RMB65,000
(2022: recognition of ECL of approximately RMB11,836,000) due to the
change in the scope of consolidation during the year.

Certain other receivables with gross carrying amount totalling
approximately RMB203,123,000 (2022: approximately RMB8,782,000)
that have become credit-impaired for which lifetime ECL has
been provided, resulted in recognition of ECL of approximately
RMB11,187,000 (2022: RMB4,391,000) during the year.

As at 31 December 2023, financial assets at amortised cost of
RMB299,800,000 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
tobe recovered. Consequently, further loss allowance of RMB60,000,000
(2022: RMB54,000,000) was recognised during the year.

1 DECEMBER 2023 &£ 2023F12A31H IFFE

3. MR EEE)

31 MBERKREE(

(b) 15 AR B AR A ()

(i) KA o H B E R W
B &7 -

@) H Hb U 3K JH BR T 48 1 43 A R %6636,925,000 7T

(20224 : A\ R 745,429,000 7T) E 121218 A &
HEEBFE REFRNERE0EHEEEBHOA
R #:1,459,000 7T + [F B B & 0f %5 [E F 25 8 78 2
EEFEENARKE50007T (20224 - RO AR
#11,836,0007T) °

BT E b fE M RTE BR E 4 B 4 A R % 203,123,000
JC (20224 : #) A R #8,782,0007T) B ¥ £ 2 B
BEYREAFTEHNELAEEESE RFRNEHR
MREHEEBEELHARE11,187,0007T(20224F -
A R #4,391,0007T) °

(if)

MN2023F 12 A3 UBHEK AT ENCREE
A R #299,800,000 T % AR EEABEEERFEER
BEYREAFESNEHAEESE EFELE
FEHERKFREHEEZHNEZE EREEF
HEREEAETIEEAS R EFEWE - Ht -
RNERNE ERE— 2 KB EE AR 60,000,000
70 (2022 F : A R # 54,000,000 T) °

(iii)
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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 2023 & Z202312A31H L FE

3. FINANCIAL RISK MANAGEMENT (continued) 3. B % BB &I (48)

3.1 Financial risk factors (continued) 3.1 MHERKEZRE)

(b) Credit risk and impairment assessment (continued) (b) 15 /A /@ B R i 18 &F fd (#42)

(i) Receivables under service concession arrangements, amounts (iii) WA EEGE TREKRIE BERKEF
due from customers for construction contracts and contract BEARAZREHEE
assets

The following tables show reconciliation of loss allowances that T XRBRMUBF L EEHE T OB E &l

has been recognised for receivables under service concession HFRZEARALKGNEECHERNBEREN
arrangements, amounts due from customers for construction contracts AR o

and contract assets.

Amounts due
Receivables under from customers
service concession for construction

arrangements  contracts 12-month Contract assets

12-month ECL ECL 12-month ECL Total
RS- EREF
THEKRE BERRH aHEE
12AAEH 12EAES 12EAEE
EEE# EEE# EEEE Rt
RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARBTT ARBTT ARBTT

At 1 January 2022 R202251R1A 29,034 21,337 - 50,371
Impairment losses recognised, net BRRAREEETE 26,026 - - 26,026
Impairment losses reversed, net BOAEEETE - (6,820) o (6,820)
Exchange realignment LT 3 - - 36
At 31 December 2022 and 1 January 2023 R2022%12A31 A R202351R18 55,096 14517 - 69,613
Impairment losses recognised, net BRERREEETE 4,969 2,024 3,024 10,017
Disposal of subsidiaries HERBAR (1,978) = = (1,978)
Exchange realignment BXAZ 20 = = 20
At 31 December 2023 R2023 5123318 58,107 16,541 3,024 77,672

g—-‘fﬁzﬁm—;_
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

g+

EHMBHEET SHMBHEERWEGER

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(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.

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.

Note 29 to the consolidated financial statements presents more
analysis of liquidity risk and undrawn bank borrowings facilities.

Weighted
average
effective
interest rate

Less than
1 year

i3
EBHE 1E 1R
RMB’000

ARETFT

As at 31 December 2023

Borrowings

Financial liabilities included in
trade and other payables

®2023512A31H
EE ) 3,523,111
BEEEAERRE

ERFPHEREE

=

1,255,575

4,778,686

B it K TS IR 49 PR /

Between
1 and 2 years

122%
RMB’000
ARETT

158,117

158,117

3. MBEREEGE)
31 MBEKREZRE)
() ABELEAR

AEENERRBBAENEEATRARNR S
MESRER TBBEFAXEERERRIFTE
EMBAE -REERDESAR EEEEER
SEERNADHESHB(ERRERNRITRE)
MERHBANERAFRERENRES LR S F
B -MAEGFHETHBZOGRWA) BELE
HEHRABANNEERDELANRSRENARR
TREBNEFARRERARATRER K-

TREAEEBBERBERHRESNIHANF
HRUEREBENINESFEEARESENESRERE
ETOM EXABRBENSBEASARALCURRANAR
Reneg-

EHUBHRERM I RDHESAR KRB BH
RITEEEELETES AN -

Carrying

Total amount at 31
undiscounted December
cash flows 2022
#2022%
1283181
REE
RMB’000
AREFT

More than
5 years

Between
2 and 5 years

AMRRE
nEAE
RMB’000

ARETFT

2E5%
RMB’000
ARETFT

S5ER L
RMB’000
ARETT

1,456,106 768,053 5,905,387 5,272,138

1,255,575 1,255,575

1,456,106 768,053 7,160,962

6,527,713

.




FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

3. FINANCIAL RISK MANAGEMENT (continued) 3. B 75 R By B IR (4F)
3.1 Financial risk factors (continued) 3.1 B R b B = (&)
(c) Liquidity risk (continued) (c) HEEE E B (E)

Weighted Carrying
average Total amount at
effective Less than Between Between More than  undiscounted 31 December

interest rate 1year 1and2years 2andb5 years 5 years cash flows 2021
720215
mE¥s AERRE 12388
ERAE 15 0A 122F 2E5% 5 E REAH REE
% RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
% ARETT ARETT AREFT AREFT ARETT ARETR
As at 31 December 2022 1202212 4318
Borrowings BR 4.05 3,542,322 1,024,977 1,421,207 381,302 6,369,808 5,869,087
Financial liabilities includedin B2 EER KRR LM
trade and other payables ERFTREHEE = 743,117 = = = 743,117 743,117
4,285,439 1,024,977 1,421,207 381,302 7,112,925 6,612,204
The estimated amount of interest payments on borrowings are arrived £ it BEAMBERMNEMNKBEKEERAEHRER

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.

240 2023 Annual Report Kunming Dianchi Water Treatment
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

g+

CRULIECEE S

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Capital risk management (continued)

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 2023 and 2022 is as follow:

3. MBEEKREEE)
3.2 EAEKRERE)

HEAHEMAR K AKENREERALE
REEAR - WL XZREBFERUNGBELTE -
BERFERLEETIREZRSLASEEYERR
HES BEARHER](WA GHBER MM
B FE

R2023% 2022F12A318 " FEEABL RN T :

2023 2022

2023 £ 2022 4

RMB’000 RMB’000

AR#FxT ARBTFr

Total borrowings (Note 29) 118 (K iE29) 5,272,138 5,869,087
Less: Cash and bank balances (Note 27) W IRE RIRITE BRI 7F27) (174,088) (131,494)
Restricted funds (Note 27) X PR #IE & (HiF27) (54,865) (181,194)

Net debt &5 58 5,043,185 5,556,399
Total equity RSB 4,977,304 4,657,591
Total capital BE AR 10,020,489 10,213,990
Gearing ratio FEEBRGBELE 54.40%
3.3 Fair value estimation of financial instruments 3.3 ERMIEMNDANLEE G

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 Level1
that are observable for the asset or liability, either directly or
indirectly; and

. Level 3 (lowest level): unobservable inputs for the asset or
liability.

RMEMKTEROBARRXE 2023 FEHR &

PATE 7% 2 51 70 4R 15 B BR BE 7% 3 5 2 R B 1358 5 &
ZARBEEBR=ZERZNAN BALEBEFEX
ARBEWBRRAREELEEEREELAE
BEZEBE BRAABEAERBEYERIEM
FEEEARZEEBEOABBETIE -8 ABE
ZEBERMT

. E-—R(EERI): AEERAEAHA
BMEHEREEHXABENERETS LZ2HRE
(CREHE):

c E_F - E-LMBEBENIN REER
EEVERIMEBEEME 28 ABE:
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ET+ZF GHUEBE=R

CRGLECEE A G AE )

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation of financial instruments (continued)

During the years ended 31 December 2023 and 2022, 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 2023 and 2022.

3. HMBEBREREGE)

33 SRMIAMARBEEMGS

H £2023F R2022F12A31MB tFE - F1E &
F2EAABAFEZHYESE TEZASES
BARBEAERBFEIBEAABENEEL &K
SEIIBERRNBRERRBERER 2HA 2B -

BREASBERLA B TR EENEER L
B E

BFHRERTHETHERDBURE BREEF
REARFAWNEADER ARDEDNEERFE
MBEFRNAABEKBEASENERNEUS
MTANRTMESEMNEHRKRRSRELETIHR
fd &t e

72023 F 2022412 A31 B - REBE iR A
KBHEAAAENSREENAENREERE
AREETEEAER-
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

4, SEGMENT INFORMATION

The directors of the Company have been identified as the chief
operating decision-maker of the Company. The 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 determine the business from the 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 basis 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.

REREBKBERMERLE 2023 FERE 243
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

g+

EHMBHRE

& O B %5 3 3% Bf 5E (48D

FOR THE YEAR ENDED 31 DECEMBER 2023 & %2023 12A31H It F &

4, SEGMENT INFORMATION (continued)

(a) Segment information

Segment revenue and result (i.e. the operating profit) and other
information for the year ended 31 December 2023 are presented as

below:

Revenue from external customers HNEE P A
Segment gross profit 2 #EF

Segment profit

7 & A E

Finance income B 7 e A

Finance costs B 7 B AR

Impairment loss on investment in an BERERERX
associate

Profit before tax 5 A 7

Income tax expense FEHER

Profit for the year FRFE

Other segment information includedin S A S BFBHHBE &
the measurement of segment profitor  FHEK H 5 & £ :

segment assets:
Depreciation of property, plant and
equipment
Depreciation of right-of-use assets
Fair value gain on investment properties
Impairment loss on trade receivables
Impairment loss on financial assets at
amortised cost
Impairment loss on other receivables
Impairment loss on receivables under
service concession arrangements
Impairment loss on contract assets
Impairment loss on amounts due from
customers for construction contracts
Amortisation of intangible assets
Capital expenditures

THE ITHERRED
e

EREEENE

BREMERABEKRS

& YRR OB B 1R K
NBHERAFENSRE
EREERX

Hit gl sRmER %
HArE2 T RKA
BE B K

ANEERERXE

BREFRZERRFRE
BX

B AESH

EARRX

4.

(a)

Wastewater
treatment
BKEE
RMB’000
AR¥FT

1,233,095

580,581

456,015

158,835
10,210

19,284

(7,290)

5,445
3,024

107
11,114
77,493

S EIERGE)

SEIE B

Water
supply
K4

RMB’000
ARBFTT

129,440

63,841

50,765

(620)

(1,919)

Others

H
RMB’000
AR¥FT
444,953

153,818

108,870

HZE2023F12A31BIEFEHN D U AFIZEERD
EEMNB REMERMAT :

Total

&t
RMB’000
AR¥TFTx

1,807,488

798,240

615,650

39,172
(273,065)

(83)

381,702
(63,975)

317,727

232,822
10,626
848
30,288

60,000
9,728

4,969
3,024

2,024
31,779
112,735




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT+2F GHUBHRZX SHMBHRIMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

4. SEGMENT INFORMATION (continued) 4. HEWERE)
(a) Segment information (continued) (a) o EIE B (&)

Segment assets and liabilities as at 31 December 2023 are presented # Z£2023F 12 A31BM S HEEMABEN T :
below:

Wastewater Water

treatment supply Others Total
BRERE K H it A&t
RMB’000 RMB’000 RMB’000 RMB’000
AR#¥Frn AR¥EFT AREFT AR¥Frx

Segment assets HHEE 9,180,312 1,762,831 1,024,590 11,967,733
Unallocated: P 0l
Deferred tax assets REEHIBEE 96,117

Total assets EEAE 12,063,850

Segment liabilities 43 & & 5,039,664 481,037 1,378,409 6,899,110
Unallocated: P8

Deferred tax liabilities ELEHBEERE 44,974
Tax payables JE B IR 142,462

Total liabilities EEAR 7,086,546




FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

4. SEGMENT INFORMATION (continued) 4. HEWERE)

(a) Segment information (continued) (a) A=

i

HZE2022F12A31M B EFEN D BUWRA R EEED

Segment revenue and result (i.e. the operating profit) and other

246

information for the year ended 31 December 2022 are presented as

below:

BEMNB)REMEMMT

Wastewater
treatment  Water supply Others Total
5 K B 32 K4 H & &t
RMB’000 RMB’000 RMB’000 RMB’000
ARKFIT ARETT AREFT AREFT
Revenue from external customers SNEBE P A 1,298,089 101,234 666,540 2,065,863
Segment gross profit 2 EEH 627,062 40,997 189,212 857,271
Segment profit bal= R 484,890 31,702 146,313 662,905
Fair value gain on financial liabilities at BEARBEFABZENS
FVPL MEENRABERS 20,973
Finance income B 75 A 39,338
Finance costs B 75 B 7R (349,484)
Impairment loss on investment in ERERBEERE
an associate (5,576)
Share of results of associates BEQAKEXRNDH (691)
Profit before tax 75 A A8 367,465
Income tax expense FEHER (43,330)
Profit for the year FRF E 324,135
Other segment information included in S AN HFBHEEEHE
the measurement of segment profitor K H ftt 5 & # :
assets:
Depreciation of property, plant and TEE - ITHRREREHENH
equipment e 124,122 9,680 64,435 198,237
Depreciation of right-of-use assets GCHEEENE 8,447 659 4,385 13,491
Fair value gain on investment properties & W% 2 4 BE K - - (1,085) (1,085)
Impairment loss on trade receivables JiE s BR FURL B 18 K 15,687 1,223 8,143 25,053
Impairment loss on financial assets at NS AT EN 2R E
amortised cost ERERX - - 54,000 54,000
Impairment loss on other receivables H 1& e LISZ FIEFERX 10,160 792 5,275 16,227
Impairment loss on receivables under TREERET R E IR
service concession arrangements m EEPS 24,143 1,883 = 26,026
Reversal of impairment loss on amounts BUEEFREARIRE
due from customers for construction BREE
contracts (3,621) (1,858) (1,341) (6,820)
Amortisation of intangible assets EEEEH 12,643 986 6,563 20,192
Capital expenditures EARAL 231,252 18,034 120,049 369,335

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



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

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 A3 K HEEMBEW T :
below:

Wastewater
treatment ~ Water supply Others Total
75 7K R 38 U H A &t
RMB’000 RMB’000 RMB’000 RMB’000

AREFT AREFT AREFT ARETT

Segment assets NEE 7,481,253 1,176,093 2,957,304 11,614,650
Unallocated: P8

Deferred tax assets BEERBEEE 81,028
Investments in associates R A 6,526
Total assets EEHE 11,702,204
Segment liabilities NEBEE 4,384,230 731,065 1,797,984 6,913,279
Unallocated: P8

Deferred tax liabilities BLEREAE 51,903
Tax payables JER 7 A 79,431
Total liabilities EEHEHE 7,044,613
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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 2023 & Z20234 12 4318 [F F &
4. SEGMENT INFORMATION (continued) 4. HEWERE)

(b) Geographical information (b) MIEE R

The Group’s operations are principally located in the PRC, hence, A&BEMEHBIBMRATE - AT EEMIER
geographical segment information is not considered necessary. IR

(c) Information about major customers (c) FTEEFRER

The major customers whose revenue amounted to 10% or more of the A SKEWNETZZFHNR A AEE K ABED
Group’s total revenue were as below: 10% 3k A BT -

2023 2022

2023 ¥ 20224
RMB’000 RMB’000
AR#FxT AREFT

Revenue from wastewater treatment segment RETKRESBEWN

Customer A ZEA 207,399 905,130
Customer B =FB 696,460 N/A S 38 3 *
Revenue from the others segment KB HEMSEBERAN

Customer C EFC N/AT i A * 309,530
* The corresponding revenue did not contribute 10% or more of the  * FERE W 2k 3 A AR B A 10% 3 A E o

Group’s revenue.

B —— e
2458-:1_ MWQ Dianchi Water Treatment Co., Ltd.
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CHAPTER TWELVE

CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

5. REVENUE

Revenue disaggregated by major products or RIZERIBRBRESHK

5. WA

For the year ended 31 December
BZE12A3MBLEE

2023 2022

2023 2022
RMB’000 RMB’000
AR #®F AR T T

service lines A
Wastewater treatment 55 7K B 32 1,233,095 1,298,089
Operating services — under TOO/BOO model 238 iR % —TOO/BOO#E =, T 910,089 926,026
Operating services — under TOT/BOT model 2B RIS —TOT/BOTHE R T 151,067 205,304
Construction services — under BT model BERB-BTEAT 232 14,888
Construction services — under BOT model BERB-BOTHEAT 74,768 85,680
Finance income B 7% A 96,939 66,191
Reclaimed water supply and running water supply B AR E & B RK e 129,440 101,234
Operating services of reclaimed water supply BEKHEZERS

— under TOO/BOO model —TOO/BOO#E A T 40,949 21,294
Operating services of running water supply B 2RK ft fE & 8 AR %5

—under TOT/BOT model —TOT/BOTH# H T 37,496 14,810
Construction services — under BT model BERS-BTERXT 6,278 4,199
Construction services — under BOT model EZERBK-BOTHERT 5,598 29,980
Finance income B 75 U A 39,119 30,951
Others H A 444,953 666,540
Management services 12 BR % 176,783 332,491
Transportation services iB & iR 75 3,094 6,585
Construction services — under BT model BERS-BTERXT 1,413 =
Construction services — under BOT model EERBK-BOTHERT 55,424 117,733
Thermal production o) EE 151,689 144,030
Others Hfb 56,550 65,701

1,807,488 2,065,863

Except for the finance income, all the other revenue represent revenue
from contracts with customers within the scope of IFRS 15.

All the above revenue is recognised over time except for revenue from
water supply operation and thermal production, which are recognised
at a point in time.

BEIBRAS FrE MR ARBERY B HREE
AIFIBRAKRBEEL AN A -

ot P A YR 15 BE B RE R ME UK R 2 OE R R
NEBEWRAREFEBH#ER -

RARGKBRAERAS EER

- e — —— _"-_;;;#-—-ﬁ
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
& O B %5 3 3% Bf 5E (48D

ET+ZF GHUEBE=R

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

6. EXPENSES BY NATURE

Depreciation of property, plant and equipment
(Note 17)

Utilities, electricity and office expenditures

Employee benefit expenses (Note 10)

Costs of wastewater and water supply services

Cost of construction services

Taxes and levies

Repair and maintenance costs

Depreciation of right-of-use assets (Note 16)

Professional expenses

Research and development expenses

Amortisation of intangible assets (Note 21)

Fuels expenses

Miscellaneous

6. BHMHESEMEAR

TBE IHREZEBENTE
(KtaE17)

AAEE -THARBRAZEIH

12 B 18 A5 X (B 7% 10)

55 7K BE 1B A K 4 45 BR 75 MY AR AR

i IR R A

i KM AN

R 3 JIWN

EREEENE K ZE16)

EXERBE

mEEA

EREEEHME21)

RS

HIE

Total cost of sales, selling expenses, administrative

HEREK HEER THRER

expenses and research and development MIAEEREE
expenses
* During the year, the remuneration of auditor was RMB2.0 million. @
e e

S ———

ing Dianchi Water Treatment Co., Ltd.

2023

2023 %
RMB’000
AREFT

232,822
27,936
193,015
281,379
135,661
25,906
34,081
10,626
12,706
31,779
128,147
9,394

1,123,452

2022
20224
RMB’000
ARE T

198,237
56,252
215,499
301,129
222,100
25,393
42,620
13,491
39,006
542
20,192
124,474
75,845

1,334,780

KEEEFMNE/SARK2088T -



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ EGHMBHRET SHMBHRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

e OTHER INCOME 7. H 4y #=

2023 2022

2023 % 20224
RMB’000 RMB’000
AR FT ARETTT

Government grants: BT B 14,079 13,333
— relating to purchase of property, plant and —HEBETHE ITHRMZME
equipment (Note 30) A (i & 30) 10,037 12,339

— relating to tax refund (Note) — MmN BRERBNE) 4,042 994
Gain on disposal of a subsidiary (Note 39) & B A Rz Wws (K 2 39) 5,352 19,886
Interest income from bank deposits |ITHFERZF B WA 3,506 4,691
Fair value change of investment properties (Note 15) % & ¥ ¥ 2 A h EEE &

(B #£15) 848 1,085
Fair value gain of financial liabilities at FVPL BEAnBEEFAEZONEHAR

AR BEKE - 20,973
Gross rental income* HeWw ApgEr 11,496 7,333
Others E 10,227 870

45,508 68,171

Note:  Pursuant to Notice on Issuing the Catalogue of Preferential Value-added /st : MEeRBEMBIKERGATNBERMS B

Tax (“VAT”) Policies for Products Made through and Labor Services for HEB(EER)EBEBHIRTE BH201557A
Integrated Utilisation of Resources issued by the State Administration 1HER REERFENAEEERHEEXRAE
of Taxation in the PRC, companies which sell self-produced products REEMNBRMLBHNCETEHNEEREE
made with integrated utilised resources or provides labor services for XEERRBNBER AEENSKEREEKNE
integrated utilisation of resources can enjoy the policy of value-added ARKEEEBRESEHER aEKREXT70%
tax refund upon collection from 1 July 2015. The wastewater treatment (20224 : 70%) M EER BR T -

business and the reclaimed water supply business of the Group which
fall into the catalogue are qualified to enjoy 70% (2022: 70%) VAT

refund.
0 The direct operating expenses incurred for investment properties that ~ * MERNELEHSRANREVEEENERELSE
generated rental income were minimal in both of the years. FRXHE N

REAEGKBRMERAT 2023 & EH-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F SHUBHRR SHMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 & %2023 12A31H It F &

8. OTHER LOSSES

Loss on disposal of property, plant and equipment
— net
Others

8. Hihgs 8

2023

2023
RMB’000
AR F T

BRENHE IHREXEN
BER-FHR
H it

2022
20224
RMB’000
ARE T

98
792

890



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

OF FINANCE COSTS - NET 9. B HA—FHE

2023 2022
2023 2022 4
RMB’000 RMB’000
AR¥ T ARBFT

Finance income: BN
— Interest income charged to related parties — ) Bk 7 WOER 9 B A

(Note 36(b)(iv)) (K7 i+ 36(b)(iv)) 38,987
— Interest income charged to a third party —ME =75 WEeF B A 351

39,338

Finance costs: B R A
— Total interest expenses on borrowings —fERABEZH (282,743) (283,986)
— Interest expenses on unsecured borrowings —RERERFEZH (48,152) (166,598)
— interest expenses on corporate bonds —RAEEHEMNEZH - (2,849)
— Interest expenses on secured borrowings —ERERMEZH (234,591) (114,539)
— Less: borrowing costs capitalised in property, plant —J& : E &L T ARBE - TH

and equipment (Note 17(d)) Ko 3% 18 B 8 B A (B i 17(d)) 20,747 31,064
— Interest expenses — net —MEBR-FH (261,996) (252,922)
— Exchange loss — net —EHBLXFE (10,638) (91,044)
— Others —E (431) (5,518)

(273,065) (349,484)

Finance costs — net B 7% K AR —F 58 (233,893) (310,146)
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—

— &5

EHMBHRE

& O B %5 3 3% Bf 5E (48D

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

10. EMPLOYEE BENEFIT EXPENSES 10. EBEREFMEX
2023 2022
2023 2022 F
RMB’000 RMB’000
ARMFT ARKTFT
Staff costs, including directors’ emoluments EIRA(BEEEHNE)
Salaries, wages and bonuses T& - $8& MER 140,848 163,920
Contributions to pension plans (Note (a)) R & 5T 8 B KK i (a) 25,927 24,964
Housing funds, medical insurance and other social {ZFE A A% - BERBR M H 4
insurance (Note (b)) e RE (K D) 26,240 26,615
193,015 215,499
Notes: Kt -

(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.

(a)

(b)

254 2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ EGHMBHRET SHMBHRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

10. EMPLOYEE BENEFIT EXPENSES (continued) 10. BERBBAMNEZ(E)

Notes: (continued)

B et : (&)

(c) Five highest paid individuals (c) A EmFBMAL
The five highest paid individuals during the year included 2 directors FRANESFWHA LB EMAE E(2022F -
(2022: 2 directors and 1 supervisor), details of whose remuneration M EEM—ES) HFMERME12 L8
are set out in Note 12. The aggregate of the emoluments in respect of ZFEAR22F : MEBA)OFHATEREZE
the other three individuals (2022: two individual) (for the years ended 2023F K2022F12A31BIEFE - FALIFES -
31 December 2023 and 2022, the emoluments of all the highest paid EFEARSTRAEBNERSHMALTOHFHG E
individuals who were not directors, supervisors or chief executives did BRAEMEBTRENKIZEBTENILEL  RF
not involve any discretionary or performance-based bonuses, amounts EMASKEENMAARAEERE X NHEN FHR
paid or payable to induce them to join or at the time when they joined H RXEMEEXAEEAETRAEBRUABER
the Group, or any compensation for loss of any managerial position) are BT :
as follows:
2023 2022
2023 2022
RMB’000 RMB’000
AR¥TFT ARKF T
Salaries, wages and bonuses T& e MEH 558 771
Contributions to pension plans RAKET 8 3K 217 155
Housing funds, medical insurance and other social FERAES BERKBRM
insurance H bt & RER 181 136

956 1,062

(d) The emoluments of remaining three individuals (2022: two individuals)  (d) Hep= B 1E A(2022F : W& @A) & % B & B 40

fell within the following band:

Range of remuneration (HKD)
Nil to 500,000
500,001 to 1,000,000

T

2023 2022

2023 & 2022 F
Number of Number of
individuals individuals

A& A #

0 & B OB %)
%= 2 500,000
500,001 % 1,000,000

— . ig-——

BRI KERGERAT 203EEHE

- S —————



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ET+ZF GHUEBE=R

& O B %5 3 3% Bf 5E (48D

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

11. INCOME TAX EXPENSE

1. FIEHEH

2023 2022
2023 £ 20224
RMB’000 RMB’000
AR¥ TR AREFT
Current tax — Hong Kong Profits Tax EHRE-FTAENEH
Provision for the year FARME =
Current tax — the PRC Corporate Income Tax EHBE-PRCEMREH
Provision for the year FREE 85,915 75,442
Under (Over) provision in respect of prior years BAFERBETIR(BEEB) 2,007 (3,035)
87,922 72,407
Deferred tax i E %18 (23,947) (29,077)
Income tax TS 63,975 43,330

For the only Hong Kong incorporated subsidiary, Hong Kong Profits
Tax is calculated at 8.25% (2022: 8.25%) of the first HKD2 million
of estimated assessable profit and at 16.5% (2022: 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 incurred 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 years ended 31 December 2023 and 2022, 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 2023 and 2022, the
Company and certain subsidiaries qualified for the Western
Region Development Policy were granted the preferential
income tax rate of 15%.

R —EFAEMRIOMELAG EE28
& B T {h FT B R B s A 128.25% (2022 F © 8.25%)
BB R R 8 T & BFRE AR B i F 1216.5% (2022 4F ¢
165%) MM KA BEHEFGSH -BARWE QAR
FATEEIHR A XL RBERBGHE Bt
WEREEHEEFNESHERE -

REHFEARAMBEEMGSHETEEREHR
EDRCEMBREEREP - B2008F1A1H
A BB AR MR ES25% o 1 & = 20235
2022F12ANAEFEHH RESEMNH TR
BHPALEZINBEREXBEERSHENT D
MEBLARIN RERETPEOMENEBQRYE
F25% M ISR K - s T

(a) FREAEBARAERRAETEERARYE
FPREAFENHERESN HEETHE
BRBHEEXESRTEENRREM
F—EHKEERR((EBAABBR]) -
#H Z=20234F M2022F 128318 It FE - &
NEIREHH B ARFE S BEPKAE
BRENBRT ZTX15%NEBAESHRBE -
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EHMBHEET SHMBHEERWEGER

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

11. INCOME TAX EXPENSE (continued)

(b) Certain newly upgraded wastewater treatment facilites owned (b HEFHRMBATES B

1. FMEHREHE)

AR

by certain PRC subsidiaries meet the criteria provided in the KEBSHREAAREIZ L EMERE

catalogue for public basic infrastructure projects qualified for
CIT preferential tax rates. Such PRC subsidiaries are entitled

ERENLOAEWREEE BEHTNELE
HEAEERLENREELENHEBER

to three years’ exemption from CIT followed by three years of WA ZEPBEWHBARBEAREZ =6
a 50% CIT reduction on relevant taxable income derived from TR MO ERARBKWER-

such new projects.

(c) Certain PRC subsidiaries use the resources stipulated in the  (c) B EMBARTHEABEREIZDEMN
catalogue for comprehensive utilisation of resources project SHREEMEXNEREASTAER A ST
qualified for CIT preferential tax rates enjoyed 10% deduction ;,ab TFTHEAB - ZHERDB10%H W A EE
of CIT. B 2 PR 18 B o

Reconciliation of taxation

Profit before tax

75 Bl A

B 2 H R

2023
2023 £
RMB’000
AR#FxT

381,702

Income tax at applicable tax rate of 25%
(2022: 25%)

Tax effect of non-deductible expenses

Tax effect of preferential tax rates of the Company
and certain subsidiaries

Tax effect of additional deduction allowance for
research and development expenses

Tax effect of non-taxable income

Under (Over) provision in respect of prior years

Tax effect of share of results of associates

1% 38 F B R 25% (2022 4F : 25%)

FTEREEEH 95,426
TAHBRHERNREEZ 2,073
KNG KRB DK EAREHEER

B R (42,954
MEBRAOBEINBRBEEOTG
- =

BB ANREY 2 (4,928
ﬂfiirﬁéﬁTE(t%’Eﬁﬁ) 2,007

RN ﬁ‘“%ﬁk%fﬁ%‘ﬁﬁ’]

Bege
Tax effect of tax losses not recognised MARBROMBEEENNEZE
Utilisation of tax losses previously not recognised FRRAMABERNBIAERRE
Temporary difference not recognised REREREZH
Income tax expense FTiS & & A

)

)

2022
2022 4
RMB’000

AR TFiT

367,465

91,866
3,839

(50,756)
(271)
(630)

(3,035)
104
741

(628)
2,100

43,330

-,ﬂ:n——_-r——

E‘:%E'ﬂ*ﬁﬂxﬁ%ﬁ%‘] M@Eﬁ BT
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FOR THE YEAR ENDED 31 DECEMBER 2023 & %2023 12A31H It F &

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

(a) Directors’ and chief executives’ emoluments

Directors and chief executives’ emoluments for the years ended 31

December 2023 and 2022 are set out as follows:

Year ended 31 December
2023
Executive directors
Mr. Zeng Feng (& %)
(Note (a)(vii)
Mr. Chen Changyong
(FR & B)* (Note (a)(i)
Mr. Luo Yun (& Z)
(Note (a)(ii)

Non-executive directors

Mr. Xu Jingdong (% 8 &)
(Note (a)(v))

Mr. Zhou Jianbo (/& Z %)
(Note (a)(vi)

Mr. Zhang Yang (3 /)
(Note (a)(iii))

Ms. Ren Na ({E )
(Note (a)(xiv))

Ms. Song Hong (7 4I)
(Note (a)(xv))

Independent non-executive
directors

Mr. Zha Guiliang (£ & R )
(Note (a)(x))

Mr. Ong King Keung (T % %)
(Note (a)(ix))

Ms. Zheng Dongyu (&) £ )
(Note (a)(viii))

Ms. Wang Dongfang (¥ & 77)
(Note (a)(iv))

Supervisors

Mr. Na Zhigiang (#f 5 58 )
(Note (a)(xi)

Mr. Yao Jianhua (k2 %)
(Note (a)(xii))

Mr. Shao Wei (3 %)
(Note (a)(xiii))

Chief executive

Fees

g
RMB’000
ARBFT

HZ22023%
12A31BLEE
HITEZE
BELAE
(7 2 (a)(vii)
BEBLA
(B 5% (a)(i)
BERAE
(1 & (a)(ii)

FHTEE

(B i (a)(v))
ARREEE

(Bt £ (a)(vi)
RELE

(2 (a) i)
T+

(W & (a)(xiv))
R+

(Kt &£ (a)(xv))

BUHHTEE

EERLAE

(B 5 (a)(x))
THRBEE

(7% (a)(ix))
RS 1he

(1 & (a)(viii)
ITRFLL

(72 (a)(iv)

Bz
BEREE

(B £ (a)(xi)
hEERAE

(F 2 (a)(xii))
BEEE

(W & (a)(xiii)

RETHEAE
BEEE

Mr. Mu Yong (2 5)

Salaries

1%
RMB’000
AREFT

12. EEREEME

(a) EESRRETHAEMSE

HE2023F N2022F12A31BLFEEERGS
THBRABHFHNHIMOT :

Employer’s
contribution
to benefit
scheme
BEEEF
Bt &1 &
RMB’000
AREFT

Discretionary
bonus

EfEA
RMB’000
AREFTT

Others

H
RMB’000
AREFT

Total

L
RMB’000
ARBFR




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
E+8 SHUHBHRET SHUMBHREMWEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. EEREEM & (&)

(continued)
(a) Directors’ and chief executives’ emoluments (continued) (a) EERERSTBRARME(H)
Employer’s
contribution
Discretionary to benefit
Fees Salaries bonus scheme Others Total
EEXmEF
we 1% WisiEa AR Hity G
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARETT AREFTT AREFT ARETR
Year ended 31 December HE222F
2022 12ANHLEE
Executive directors HITEE
Mr. Zeng Feng (% 4%) LEE
(Note (a)(vii)) (B} 3 (a)vii) - 398 - 69 66 533
Mr. Chen Changyong REBLHE
(B & B)*(Note (a)(i)) (W3t (a)(i)) - 635 - 89 69 793
Mr. Luo Yun (& E) BRERE
(Note (a)(ii)) (B1 3 (a)ii)) - 159 - 78 68 305
Non-executive directors FHITEE
Ms. Song Hong (R 4T) RO+
(Note (a)(xv)) (K& (a)(xv)) - 2 - - - =
Ms. Ren Na (I ) P a+
(Note (a)(xiv)) (1 &% (a)(xiv) = = = = = =
Ms. Yu Yanbo (% % %) RERIT = - - - - =
Mr. Zhang Yang (% %) RERE
(Note (a)(ii)) (W 2 (a)ii)) - - - _ - -
Independent non-executive BUFHTEE
directors
Mr. Yin Xiaobing (F & k) FRALE 140 = = = = 140
Mr. Ong King Keung (E #5%) THRBELE
(Note (a)(ix)) (12 (a)(ix)) 220 = = = = 220
Ms. Zheng Dongyu (25 £ 34)) BRmua+
(Note (a)(viii) (7 &2 (a)viii) 150 = = = = 150
Ms. Wang Dongfang (& 7) FRAFX+
(Note (a)(iv)) (12 (a)(iv) 10 - - - - 10
Supervisors £z
Mr. Na Zhigiang (7 & ) BEREE
(Note (a)(xi)) (W 2 (a)(xi)) - 453 - 46 42 541
Mr. Yao Jianhua (4 2 ) REELE
(Note (a)(xi)) (1 & (a)(xii)) - - - - - -
Mr. Shao Wei (&} &) mELE
(Note (a)(xiii)) (H1 &2 (a)(xiii) - - - - - -
520 1,645 - 282 245 2,692

RRAEBKBERMERLE 2023 FERE 259



FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

12.

Note:

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(continued)

Directors’ and chief executives’ 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 2023 and 2022 are set out as follows:

0

(i)

(iii)

(iv)

v)

(vi)

260 2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

Mr. Chen Changyong was appointed as an executive Director
of the Company on 19 June 2020.

On 7 February 2023, the Board removed Mr. Luo Yun as a
deputy general manager and the member of the Strategy and
Investment Decision Committee. The removal of Mr. Luo as an
executive Director has been reviewed and considered at the
2023 First EGM.

Mr. Zhang Yang was appointed as a non-executive Director of
the Company on 7 December 2022.

Ms. Wang Dongfang tendered her resignation to the Board on
20 September 2023 to resign from independent non-executive
Director, chairperson of the Audit Committee and member of
the Remuneration and Appraisal Committee and the Strategy
and Investment Decision Committee in the Company and her
resignation became effective on the same day.

Mr. Xu Jingdong was appointed as a non-executive Director of
the Company on 29 June 2023.

Mr. Zhou Jianbo was appointed as a non-executive Director of
the Company on 6 April 2023.

12.

(a)

e

EEREEME(F

N—

EESRESTHAEM&(E

ERFWABAGEH TERBEEINNTE
R MZRH BRIRMN: BAFARXEEREE
XNMEFRBEZRBAICEFS  EMBEEE
XNMEFHES BRERRMEMHEIRE -

HZE2023F K2022F 12 A31MHEFEEE &R
THBRABHFHNSHIMOT :

(M)

(if)

(iii)

(iv)

v)

(vi)

BRE B % &£ MN2020F6 A19R B Z £ /K
REMITES-

MR2023F2R7H EEEeR2R TEELE
Bl HEEAKERKEEZESTZTER
B R2023FEF—REREREACEZR
BRTBREENITESHS -

RIFEXAENR2022F127TEEZTEAAR
RIEMITES -

TRHFLZLER2023F9A20BMEEE IR
RBE BHEARABIERITES  Fi
ZEEXTZE FHEEZEZRZTEGRE
MEKRERFLZEGZERK HEaER
REBEK-

71

BRREEN2023F6 29 BEEZEARAE
REFATES -

BAEKEER2023F4A6BEZTAEAR
RIIEMITES -



FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(continued)

(a) Directors’ and chief executives’ emoluments (continued)

(vii)  Mr. Zeng Feng was appointed as an executive director and the
chairperson of the Company on 16 September 2021.

(viii)  Ms. Zheng Dongyu was appointed as an independent non-

executive Director of the Company on 18 June 2021.

(ix) Mr. Ong King Keung was appointed as an independent non-
executive Director of the Company on 12 November 2021.

(x) Mr. Zha Guiliang was appointed as an independent non-
executive Director of the Company on 13 November 2023.

(xi) Mr. Na Zhigiang was appointed as the chairman of the Board of
Supervisors and an employee representative Supervisor on 19
January 2011.

(xii) Mr. Yao Jianhua was appointed as an employee representative
Supervisor of the Company on 19 January 2011.

(xiii) ~ Mr. Shao Wei joined the Group on 7 May 2016 as a Supervisor

of the Company.

(xiv)  Ms. Ren Na tendered her resignation to the Board on 7 March

2023 to resign from non-executive Director in the Company and

her resignation became effective on 6 April 2023.

(xv)  Ms. Song Hong tendered her resignation to the Board on
24 April 2023 to resign from non-executive Director in the
Company and her resignation became effective on 24 April
2023.

During the years ended 31 December 2023 and 2022, 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.

There was no arrangement under which an executive or non-executive
director waived or agreed to waive any remuneration during both
years. In addition, no emoluments were paid by the Group to any of the
directors as an inducement to join, or upon joining the Group or as a
compensation for loss of office for the years ended 31 December 2023
and 2022.

12. EEREEME(E)

a) EERBETHAESME(E

(vii) ®gEEN2021F9A16BEZTEAERRD
AMITES EFK-

(viii) ¥ X F 2+ HN20216 18R EEF A A
RAIBULFRITES -

(ix) TITHBEER2021F1MABEZITAARN
NEIBIEBITES -

EEREEN20023FE11A13BEZT AR
NEIBYIERITES -

(xiy MBEBRELEN20MEIF19OBEEZFEAE
EETIFERBINRKRES-

(xii) #hEIEXAEN2201MFE1A19BEETE AR
AAIBINRKRES-

BBE L AN2016F5A7THE IMAKREE -
EARAES -

(xiii)

N

EPLLTER202BF3A7TEMEFTSRR
HE BEAADQRIFATEFTHRYE HE#=2
ER2023F4 A6 B £3 -

(xiv)

(xv) KA+ D N2023F48248 A E E €%
RER BEAARERNTEETRY  HE
20 MR2023F4 248 £ -

RNE E2023F K2022F12A31BILEE - W EE
BN K B UWE TR B S 1A WS E i A S E m
AR BRAEEMNREIERBEREE-

RWEFEER &R ITKIEHRITE S REK
B = B A5 e 2 8o b o B E2023F &
2022F12AMBLFE - ASEBEWEAEMRES
B ERKS E I AKENAANE B A
BV ERBERR (B -

RRAHEBKERMERLE 2023 FEHRE
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FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(continued)

(b) Directors’ and chief executives’ retirement benefits

3 out of 16 directors and chief executives (2022: 3 out of 11) enjoyed
retirement benefits by a defined 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 2023, no consideration was
provided to third parties for making available directors’ services (2022:
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 2023, there were no loans, quasi-
loans and other dealings in favour of directors, bodies corporate
controlled by or entities connected with directors (2022: 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 2023 (2022: Nil).

12. EEREEME(E)

(b) ESRRSTHAEBMNEBRER

BEEETEESTHRABF BEIR(2022F : 114
FEIR)ZEASETHERKRSTENEKER -

0

(c) EEZRBERTHEABERER
AEBYEEEHBRERN -

(d) HRERBEESERESTHRAEREME E =
BRI E

B E2023F12A3MB L FEHE MERERE
=R WA E =T A E A EE (20225 : &) -

(e) FRAUNESE EEEIMNZEREERE
BETHAEMNHAEERAZTEANEN
ERFRHEMBZTFIHER

B E2023F12A31RA L FEHHE BHEUNES -
EERHNZEZEREENHEERAR A AMEAS
TER EERREMR SR P(2022F : &) -

(f) EERESTHEAERI S RHHELH

RNEFFEEFRAERE2023F12A318 L FEH
FHWEAESR ARAMETETMN S RAEHE
YEMARNESEESHNEBEEEFTHAEEARE
EMEERS  THHAN(2022F : &) -
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13.

(a) Final dividends for the year ended 31 December 2022 of  (a) & 20226128318 It FE KK F

DIVIDENDS

CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

13. B2

2023 2022
2023 & 2022
RMB’000 RMB'000
ARBTT ARETFr

RMB Nil per share (tax inclusive) (2021: RMB0.10 (tax BRAREZL(EH)(2021%F :
inclusive)) AR#0A0T(EH)) 102,911
(b) Dividends for the year ended 31 December 2023 of RMB  (b) B Z2023F 12 A31 AL FEH KRB F
Nil per share (tax inclusive) (2022: RMB Nil (tax inclusive)) BRARBZTL(EH)(2022%F :
ARBZET(ER)) =
102,911

(c)

Dividends not recognised at the end of the reporting period  (c) {5 7 1 3 & H3 5 fF 22 49 % 7

In addition to the above dividends, the Board has BB EXEREHIK2023

recommended the payment of a final dividend of RMB FERRRAERAREZL(ER)

Nil per share (tax inclusive) for 2023 (2022: RMB Nil (tax (2022 F: ARBETL(EH)) -

inclusive)). -

ERARKERNER
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FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

14. EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the profit
attributable to equity holders of the Company by the weighted average
number of ordinary shares in issue during the year:

14. Sh¥zE

EXgERUEREFBERAAAEERRNFE
BUFANEETEBROMETFORBFEHE -

2022
2022 F
Profit attributable to equity holders of the Company 5@ R AR B #wHFE AW
(RMB'000) I (A R % F7T) 316,506 322,250
Weighted average number of ordinary shares in BT EERAME T
issue (thousand) (F&t) 1,029,111 1,029,111
Basic earnings per share (RMB) EXERKZE(ARE®TT) 0.31 0.31

The diluted earnings per share are same as the basic earnings per
share as there was no dilutive potential share during the years ended
31 December 2023 and 2022.

15. INVESTMENT PROPERTIES

FHEZE2023F R2022F 12 A3MALEFEATERE
BERBRAK SRBERKEREASTREK
AR -

15. REWE

2023 2022
2023 F 20224
RMB’000 RMB’000
AR#F T ARETT

At fair value BRREE

At the beginning of the reporting period R & B 9D 277,462 276,377
Change in fair value AREBEZD 848 1,085
Disposal of subsidiaries (note 39) i & Bt B 2 R (B 2% 39) (10,455) =
At the end of the reporting period RNk EHR 267,855 277,462

All the Group’s property interests held under leases to earn rental or
for capital appreciation purposes are measured using the fair value
model and are classified and accounted for as investment properties.
During the period, the investment properties decreased due to the
disposal of the subsidiary — Hongyu Thermal Power, together with its
investment properties. The investment properties are situated in the
PRC and are held under a medium-term lease.

"‘“‘“—-ﬂ:lﬂs - ——

AEERRBRESRFEALEREAREEE
RENMEDERSHRABIABEREETH
B URBAREMEAR -AHPHEFRAET
AE EREREVME-—RLZE RAHREDE
ML REMEMRPEIRETFHEESSF -
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FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

15. INVESTMENT PROPERTIES (continued)
Valuation techniques

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 2023 and 2022, 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 #4

BEREBERBEZDEREGATELRAAY
EXBZMEERFELHER AT ZEIEHE
MEAE RERBEREEECMNEEEZREY
MEBRZZEMELEE FE -

R2023% 20224612 A31R MEKRENECD R
ARRBEBRE=R-

Hy

NARBERERZHILEER-

EMEREASIBEBARBETA A BE
AR :

Range of significant unobservable inputs
EXRLEZEGNGRCHE

Prevailing market Capitalisation

APEREIAENE ] Valuation techniques rent per month Adjusted unit price rate
WBEALEE A RfiHmERAHE BREER BRILE
RMB’000
ARETT
Investment properties
REWE
Entire buildings No. 1, No. 2 and kv R Income capitalisation RMB29.30 to RMB48.00 N/A 6.71%
No.3 (including basement) of the per square meter
Kunming No. 2 Water Purification
Plant
ERE-KEFLER 2% R3% WAERL BERAARE230TE T &R 6.71%
BENMER(EHTE) AR 48007
Six management buildings of the Income capitalisation RMB29.30 to RMB48.00 N/A 6.17%
Kunming No. 3 Water Purification per square meter
Plant
ERE-KERLRAEERE LUN-v.N4 BERAKARE2I0TE TER 6.17%
ARH48.007
One piece of land located at the Paper Income capitalisation RMB2.47 to RMB4.67 N/A 7.13%
Making Industry Base in Dayao Town, per square meter
Liuyang City (Note)
REBTARBERTIXERN BAEAL BITARK24ITLE TER 7.13%
~ R ARE46TT
267,855
"-l#--:"ﬁ

EMAGLKBERHERAT 2085EHE 265
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

15. INVESTMENT PROPERTIES (continued)

Valuation techniques (continued)

15. REWE(HE)
fi 18 % 4 (4)

Range of significant unobservable inputs

EXEEBEENRRzHE
Prevailing market Capitalisation
2022 Fairvalue  Valuation techniques rent per month Adjusted unit price rate
02FRAEE fHEKH RfimEAHE BREER ERLE
RMB'000
ARBFT
Investment properties
RENE
Entire buildings No. 1, No. 2 and No.3 252,040 Income capitalisation RMB32.6 to RMB35.4 per N/A 6%
(including basement) of the Kunming square meter
No. 2 Water Purification Plant
EREKERCEIN 2% R3%R BAERL BERRARKR6TLE TER 6%
ENER(EATE) ARB3I54T
Six management buildings of the 11,618 Income capitalisation RMB32.6 to RMB35.4 per N/A 6%
Kunming No. 3 Water Purification square meter
Plant
ERE-KERLE EERE BAERL BERRARKR6TE TER 6%
AE#3547
Two pieces of lands located at the Paper 13,804 Direct comparison N/A RMB338 to RMB341 per N/A
Making Industry Base in Dayao Town, square meter
Liuyang City
fIRAGTARREATXERNE EELE TER  STARAREIBLE TER
R AR®MT
277,462

Note:  The valuation technique of a piece of land located at the Paper Making ~ Af:F : AEEMM AN BB H ABEEEMR T EEMN — 5

Industry Base in Dayao Town, Liuyang City was changed from direct THEERNREELBER A RAER REE -
comparison method to income capitalisation method during the year, as REAAEFAELRYENTISTIERB I &8
the market of the comparable property was inactive and there was no BARAEALERX S BEHEFAUARREAS KA
relevant comparable transaction in last year, and it is more reasonable FEREEETHEEREGRE

to value the property held under lease for earning rental income or

capital appreciation.
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

15. INVESTMENT PROPERTIES (continued)

At the end of the Reporting Period, the fair value of the investment
properties located in the PRC was approximately RMB267,855,000
(2022: approximately RMB277,462,000). They were revalued by
Beijing Yachao, independent professional qualified valuer, with
appropriate qualification and recent experience in the valuation of

similar properties in the relevant location.

The Group’s entire property interests were valued based on the
held under leases to earn rentals income or for capital appreciation
which were measured using fair value model and were classified and
accounted for as investment properties.

Leasing arrangement — as lessor

The investment properties are leased to tenants on a non-cancellable
term of 3 year to 12 years (2022: 1 years to 10 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 investment properties are subject to residual value risk. The lease
contracts, as a result, include a provision on residual value guarantee
based on which the Group has the right to charge the tenants for any
damage to the investment properties at the end of the lease. Besides,
the Group has collected rental deposits to protect certain investment
properties against any loss that may arise from accidents or physical
damages of the properties.

The details of the lease income from operating leases are set out in
Note 7 to the consolidated financial statements.

RRAHEMBKBERMERLE 2023 FERE 267

15. BREWEE)

REBEESHR CARPEIREDENAAREBEAE
B #H AN R ¥267,855,0007T(2022F : 49 A R
277,462,0007T)  DHABY EX S ERMGEEMIE R
DHETEM ZAAEBREEKBREEREAE
B EUMENEE BB LS -

AEBE2EEREDRBHESFSEUARDES
WAREAEEETHE YERA2ABERRK
HEUNRSBRARASREME -

HERHE-EAHAA

AEBEREREYEHATHR, HHARIFE12
FO2F1F210F)ETAHMEEE - ZHE
TeREFMEHERE - SAESREERBEWRR A
HERERaEEENR AP RAETEEEMN
RAXAEEHBROERERBHERTRE -

REWEAAZFNGEERR Rit - HEARE
R-—BRANSEERSMKR Bt - AEEEEHE
HERBREAP K BREEMENEMIBLR - UL
AEBEUBBASREFS URESETREME
PEXRABHNXMEEBEEMARLELINEMNE
%o

REMERSHERAZFHBRIINEG KR
RMFEET o



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

16. RIGHT-OF-USE ASSETS/LAND USE RIGHTS 16. FHEEE TibERE

The Group’s right-of-use assets represents the prepaid lease payments A& BN FEBEEE B LR P EMO T B A

for land located in the PRC. e
Land use
rights
+ i A
RMB’000
ARBFIT
Reconciliation of carrying amount REEYR
— year ended 31 December 2022 -8B ZE2022512A31MHLEE
At the beginning of the reporting period R 5 H A 424,945
Depreciation e (13,491)
At the end of the reporting period RS H R 411,454
Reconciliation of carrying amount REEYR
— year ended 31 December 2023 -8B Z2023512A31MHLEE
At the beginning of the reporting period R 5 H 1) 411,454
Depreciation e (10,626)
Disposal of subsidiaries (Note 39) HE KB A R (# i+ 39) (22,444)
At the end of the reporting period R EH R 378,384
At 31 December 2022 72022%12A31H
Cost BN 519,438
Accumulated depreciation 25 E (107,984)
411,454
At 31 December 2023 720234128318
Cost X 2R 519,438
Accumulated depreciation Rt E (141,054)

378,384

(a) The Group has no leased office premises at 31 December 2023  (a) M 2023 F ] 2022F 12 H31H » A & B I &
and 2022. HERRZH-

(b)  The Group has not incurred any expenses relating to short-term  (b) AN & B3 & & £ (] 858 B 78 G B (EE

leases or low-value assets. BEEAHEMNRX -
(c) The total cash outflow for leases for the year ended 31 () NE E2023F12A31MALFEE - HENR
December 2023 was RMB Nil (2022: RMB Nil). ERHBEBERARBETL(2022F : AR
L) e
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

17. PROPERTY, PLANT AND EQUIPMENT 17. FBE -IRBRER
Machinery Office and
Buildings and and electronic Motor  Construction
facilities equipment equipment vehicles in progress Total
BTERRE HBERXE ETRHE B EEIR Ch
RMB’000 RMB’000 RMB000 RMB’000 RMB000 RMB000

ARETFT ARETFTT ARETT ARETRT ARETT ARETR

Year ended 31 December HEz2022%

2022 12AMBLEE
At the beginning of the reporting ¥ & £ ]

period 1,770,084 597,487 60,167 8,275 201,077 2,637,090
Additions 0 194,314 28,666 4,656 20,504 104,106 352,246
Transfer =N 3,827 4,562 - 37 (8,426) -
Disposals EE (23,820) (163) (14,606) (7,216) (22,725) (68,530)
Disposal of subsidiaries HEH B A A (485) (560) (426) (49) (4,399) (5,919)
Depreciation & (106,395) (74,674) (13,252) (3,916) - (198,237)
At the end of the reporting period ¥} £ #] & 1,837,525 555,318 36,539 17,635 269,633 2,716,650
At 31 December 2022 #2022512A31H
Cost AR 2,778,458 1,505,458 137,594 36,405 269,633 4,727,548
Accumulated depreciation i 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
Year ended 31 December HE2023F

2023 1231 HLEE
At the beginning of RE B

the reporting period 1,837,525 555,318 36,539 17,635 269,633 2,716,650
Additions 0 276 14,033 1,250 56 76,429 92,044
Transfer [ZUN 83,549 - 11,584 - (95,133) -
Disposals EE = (26) 1) (863) ~ (890)
Disposal of subsidiaries & B A A

(Note 39) (W #39) (54,731) (30,878) (175) (2,933) (75) (88,792)
Depreciation e (131,977) (84,093) (12,957) (3,795) = (232,822)
Other Hit 1,27 (785) £17)) 177 (991) (690)
At the end of the reporting period 3 % 3 5 1,735,913 453,569 35,878 249,863 2,485,500
At 31 December 2023 #2023 £12 A31 H
Cost B A 2,738,831 1,384,388 149,253 34,023 249,863 4,556,358
Accumulated depreciation 2 E (1,002,918) (930,819) (113,375) (23,746) - (2,070,858)

Net book value REFE 1,735,913 453,569 35,878 10,277 249,863 2,485,500




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ET+ZF GHUEBE=R

& O B %5 3 3% Bf 5E (48D

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

17. PROPERTY, PLANT AND EQUIPMENT (continued) 17.

Notes: Mt
(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:
Buildings and facilities BFRE
Machinery and equipment e 28 M iR
Office and electronic equipment WAREREFRE
Motor vehicles B

TB9E-IBEREE)

ERASEERERERVOTHE THER

(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:

8 & AR
THREM

Cost of sales
Administrative expense

BERSHANETDFEMOT -
2023 2022
2023 £ 20224
RMB’000 RMB’000
AR ¥FiT AR #FiT
353,833 351,163
385,267 357,567
6,108 7,275
152 211
745,360 716,216
THE IBMIKEONERAHBEREME
mhasRZE 0T
2023 2022
2023 2022 F
RMB’000 RMB’000
AR¥TFT ARBFIT
220,439 186,784
12,383 11,453
232,822 198,237

(c) As at 31 December 2023, the Group was still in the process of (c)
applying for the ownership certificates for certain buildings with an
aggregate carrying amount of approximately RMB25,647,000 (2022:
RMB131,964,000).

(d) During the year ended 31 December 2023, the Group has capitalised (d)
borrowing costs amounting to approximately RMB20,747,000 (2022:
approximately RMB31,064,000) on qualifying assets. Borrowing costs
were capitalised at the weighted average rate of its general borrowings
of 5.17% p.a. during the year ended 31 December 2023 (2022: 4.05%

p.a.).

R2023F12A31A  AEENEAELEFHE
E#E ELEFHNEEEEANVAARE
25,647,000 7T (2022 F = A 2% 131,964,0007T) °

HZE2023F12A31MB L FEHME REENEAR
BRI B4 A& A R #20,747,000 7T (20224 : HH A R
#31,064,0007C ) ° & £2023412A318 Ikt & &
HE BRI R —RBREXRONEEEFNEEF
5.17% it 17 & A 1L (2022 4F : F £ 4.05%) ©

"‘“‘“—-ﬂ:lﬂs - ——

2ED= 2073 Annual-Repopt—T%hnﬂng Dianchi Water Treatment Co., Ltd.



FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [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 5.93% p.a. to 9.23%
p.a. (2022: 4.05% p.a. to 9.23% p.a.).

18. HHKEEBRTHEKNE

AREBESEE LT KERE IR &K R E RS
(TRERRME]) - RTOTBOTHK = A B i &5 F9 5T 32
ETHH UERFRKEEHET AEEBEEF
REBEOHHHUTOTRATHHE INFEL
B (iNEHBOTHR AT HE RERERE: &
(iR R BT ALPIE18=30F I (TR E
HEDAKREY HERERE EEZ5 TR
TR - A B RF R 2 B R E B #
ENERKBRBEE AEEBREAEEMBERE
RENTEHE THERE BERRTHNER
BT &P P A8 7 1 A0 B B R & B (AR B TR AR M R
WRBEHE TARAERFELEHHAERRER
SEEEBERENFGES SBAFHLEERE
EASEETEABBRASMARITNERGER)
MEAHR (RN T(ERBF)EERE FHEAR
SEMREERBEROKS  EFFREHNHE
MEREREREERLRZEINSEERBKIONEE
BB ARERMHUDOLTBMRE -

ERNE BT F593%%E T F9.23%[& A M(20224F :
FHF4.05% % FF9.23%) °
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

18. RECEIVABLES UNDER SERVICE CONCESSION 18.
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:

Receivables under service concession BEREERBETHERRE
arrangements
Current portion: mBNE D -
Receivables under service concession FRar a8 & RE 38 T /9 JE R 1B
arrangements
Loss allowance 18 BB
Non-current portion: FEREE S

Receivables under service concession B EEHE TR KRE
arrangements

BERRE

Loss allowance

As at 31 December 2023 and 2022 , 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 F o
arrangements.

Information regarding the Group's credit policy are set out in Note
3.1(b).

— ﬂ%@iﬁ%ﬁmﬁianchi Water Treatment Co., Ltd.

—— e ——

2023
2023
RMB’000
AR T

2,586,029
(57,410)

2,528,619

2,559,301

HAREEBBATHERREE)

RAEBNESHFRERBEAMNS  EREESH(F
MEERBATHREFR)NELEENT

2022
20224
RMB’000
ARKTT

45,029
(901)

44,128

2,600,616
(54,195)

2,546,421

2,590,549

MR20234F K&2022F 128318 B2 #ipaE T
MEKRZRENEAEZIZUAAREE-

FHELEEBATHOREREIZSEKRS BHK
FEEPPI R AR FAES(FEESFEERBENR
THIMRE B ANEEEEGERIR S /02

FEHRASBEERENEMI NI FESA(D) -



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

19. AMOUNTS DUE FROM CUSTOMERS FOR 19. EWEFEBESRX
CONSTRUCTION CONTRACTS

The amounts due from customers for construction contracts represent EWREFEZEARARERBTAR THANEE
contract assets under BT arrangements:

2023 2022

2023 §F 2022 F

RMB’000 RMB’000

ARBTF T ARBTFT

Current portion: mENE D
Amounts due from customers for construction BREFPEEARX
contracts 36,329
Loss allowance E B RS (727)
35,602
Non-current portion: IERBEBLH :
Amounts due from customers for construction EREFEEARBRK
contracts 717,340 689,505
Loss allowance & BB E (15,925) (13,790)
701,415 675,715
728,531 711,317

As at 31 December 2023 and 2022 , the carrying amounts of 220234 2022128310 W EFZEAR
amounts due from customer for construction contracts are principally FHEEEFTZAAREE -
denominated in RMB.

Information regarding the Group's credit policy are set out in Note BRI AL EEEKENE R H N 3.1() ©
3.1(b).

B T R



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ET+ZF GHUEBE=R

CRLECE L EEE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

20. CONTRACT ASSETS

200 SHEE

2023 2022
2023 £ 2022 F
RMB’000 RMB’000
AR# T AREFT

Non-current portion: ERBEL D -
Wastewater treatment construction business FEKREERER 136,227 109,121
Loss allowance B 1R B (3,024) -
133,203 109,121

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 contract asset will be reclassified as
receivables or intangible assets under concession agreements after completion of
construction of new wastewater treatment, water supply and other infrastructure
or upgrade services.

The movements (excluding those arising from increases and decreases both
occurred within the same year) from contracts with customer within IFRS 15 is

RMB27,106,000 recognised in revenue during the year 2023.

As at 31 December 2023 and 2022, 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).

it

RFFKEIE KHEGERE HOERRZRAARRSE T
2B BREMBOTHE TS KER KELEE  HAi
BRBEBEEETARELFZIENEEN RN R -

Bt AREERETHSKEE KEHBRE HME
BRERIALRBZHBRAER ARAREBYHKRE
SEEBREZABZEN - BRIFISKER KHEHEE
B HOEERRAALRB TR EEFDBERBFL
ERBATHEERBERBLEAE -

BRMEREENEISFEFREEFANNED (TR
REAFRBRAELEE) BN023FHRBBANARKE
27,106,0007T °

M 20234 K2022F 128318 6N EENREABEEZEZMN
AR E-

FERASEGEERRNER SR ESA(D) -
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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S
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EHMBRE

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

21. INTANGIBLE ASSETS 21. EREE
Computer Operating
software concession Total
FTEREE RIS ER & &t
RMB’000 RMB’000 RMB’000
ARETT ARBFT ARETFT
Year ended 31 December 2022 B E2022F12831MB L& E
At the beginning of the reporting period WmEEY 8,272 305,222 313,494
Additions 0 2,947 252,825 255,772
Disposal of subsidiaries & B A A = (1,894) (1,894)
Amortisation # 3 (3,343) (16,849) (20,192)
At the end of the reporting period HwEHEKR 7,876 539,304 547,180
At 31 December 2022 72022512 A31H
Cost B 35,974 615,458 651,432
Accumulated amortisation RErt#Es (28,098) (76,154) (104,252)
Net book value BREFE 7,876 539,304 547,180

Year ended 31 December 2023

HZE2023512831HLEE

At the beginning of the reporting period wEBT

Additions 30

Disposal of subsidiaries (Note 39) o E BB R R (A 39)

Transfer to receivables under service ERERTLEEHRETH
concession agreements JE Uk AR X

Amortisation # 5

At the end of the reporting period s HR

At 31 December 2023

R2023F£12A31H

Cost B
Accumulated amortisation RErt#E
Net book value BRmEFE

EME KBRS

539,304
134,767
(11,689)

(79,705)

(3,789) (27,990)

6,650 554,687

38,626
(31,976)

629,034
(74,347)

6,650 554,687

- — S ——

547,180
137,330
(11,689)

(79,705)
(31,779)

561,337

667,660
(106,323)

561,337




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

21. INTANGIBLE ASSETS (continued) 21. EREEE)

Amortisation of intangible assets has been charged to the consolidated #FEAE#ENAHEZLEM2EAKFIRF X

statement of profit or loss and other comprehensive income as follows: SHAN T -

2023 2022
2023 £ 2022 F
RMB’000 RMB’000
ARETT AR®FT
Cost of sales $H & B AN 31,056 19,111
Administrative expense THREH 723 1,081
31,779 20,192

22. INVESTMENTS IN ASSOCIATES 22, HERE

Investments accounted for using the equity method refer to the REFEZAENKREREHAEBMARQRAEAE
associates held by the Group and the Company, a movement of which ~ EJE 2R & - & HEH 0T -
is set out as follows:
2023 2022
2023 2022 F
RMB’000 RMB’000
AR¥ T AREFT

Unlisted shares 3 £ R

Share of net assets FEEME (1,572) 2,760
Goodwill kS 7,203 9,342
Less: Provision of impairment R E B (5,631) (5,576)
At the end of the reporting period & HEIKR 6,526
Fair value of investments BEZNAAEE

At the end of the reporting period, all of the Group’s associates are RBEH K AEBEMEBE QAR HALE QA
private companies and there was no quoted market price available for Mz SR ET EH R T EIRE -

the investments.

——
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

22. INVESTMENTS IN ASSOCIATES (continued)
Relationship with associates

Yunnan Dianchi Information Construction Management Co., Ltd.
(“Dianchi Information”) is mainly engaged in the construction of
recycled water pipelines, communication pipelines, municipal and
other projects in Yunnan Province, which enables the Company to
participate in the construction of sewage treatment related projects.

Kunming Zaojing Quanxiang Biological Technology Co., Ltd.*
REEYE K EBR A F) is mainly
engaged in the cultivation, subsequent reprocessing and sale of

(“Kunming Zaojing”) (£ ¥ %

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.* (“Dianchi
Jiajing”) (E M A = )F B (R Bt £ B B & 7)) undertakes the
construction and operation of rural wastewater treatment facilities in
Yunnan Province, and has undertaken and completed the “Xishan
District Rural Wastewater Treatment Facilities Construction Project”.
The associate was liquidated of in 2023. During the year, a gain from
settlement of RMBG6,458,000 was generated.

Financial information of associates

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 IFRS Accounting Standards
and adjusted by the Group for equity accounting purposes including
any differences in accounting policies and fair value adjustments.

EREGBKERNMERAT 2023FEERE 277

22. HiEHREB(E)
BB ) T B0 B 1R

EHELELRRERERANALBERDE
ERENNEMAMBLENTE BREE TR
SIRER TSARALRSKEEABNHT
R

EREHRBEYNBRAERAFATEEEHRD =
EREMNENELRERE REFMI - HE
TREGREKMOEE MEAKXKRZREEN
BEERRER LA RBRME -

EHENMEFRERVEERAA(TE®RERDRN
THARERN S KERERERERETEES -
AIEABEY T LT [ALR BN ISKERERBEER
TR -ZBMENRDR2023F 5L KFELF
Bl 25 A R % 6,458,000 7T °

BEARZHMBERN

AEEBERANBENBEREARN T KK
BMENARREBRTBRELNGHENRRD
BBERERPATSE YEAEERERSTE
MIFLHE BREFABRRRAAEEINENE
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

22. INVESTMENTS IN ASSOCIATES (continued) 22, HeREE)
Financial information of associates (continued) BENRZHBERE)

Details of the associates at the end of the reporting period are as & KRB L2 QA AWFEBOT -

follows.
Proportion of
ownership interest
held by the Group
AEEBEN
MEZEEZLH
Country/place and date of
Name of entities establishment Paid-up capital 2022 Principal activities
HERAIHER
BEREE B R A 8 EHER 20226 TEEH
RMB’000
ARETTT

Dianchi Information Kunming, the PRC 2,500 40%  Construction of

14 May 2012 communication pipeline
EIER HE B 2,500 40% BEEEHRR

2012 %5 A14 A
Dianchi Jiajing Kunming, the PRC - 40% Research and promotion of

13 April 2012 environment technology
HbE R T E - EH - 40% RERMEOFEMER

2012 %4 A13 A
Kunming Zaojing Kunming, the PRC 8,000 35% Research and development

12 August 2010 of biological products
ERRS HE R 8,000 35% EMHREOFE

2010 8 A12 A

e e

ing Dianchi Water Treatment Co., Ltd.




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
E+8 SHUHBHRET SHUMBHREMWEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

22. INVESTMENTS IN ASSOCIATES (continued)
Financial information of associates (continued)

The Group has no material associates as at 31 December 2023 and
2022. The key financial information of the associates attributable to the

22, HeERE(E)
B AR ZHMBEER(E)

AN E 2023 % 2022612 A3 AWM E KHE A
Al-BERAEENBERAIBRVBERMAT

Group are as follows:

Year Assets Liabilities Revenue Loss Net assets

EE aE =R [N &8 PEE

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBFT AREFT ARKFT AREFT AREFT

2023 2023 & 280 1,852 - (1,732) (1,572)
2022 2022 F 4,506 1,746 192 (691) 2,760

Dianchi Jiajing had completed liquidation and recovered the residual
assets during the reporting period.

Impairment of investment in Kunming Zaojing

As at 31 December 2023, in view of the continuous unsatisfactory
results of Kunming Zaojing, the management of the Group carried
out a review on impairment of the carrying amount of the Group’s
investment in Kunming Zaojing by comparing its recoverable amount
with its carrying amount, and reduced to zero.

The recoverable amount is determined using value in use calculation.
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 RMB55,000 (2022: RMB5,576,000) is recognised in
profit or loss during the year ended 31 December 2023.

REREMBKBERMERLE 2023 FERE 279

EAEFRABREPRE TR BEL RO RBEE -

REREHHKRERE

MR2023F12A3MA ZEFNEFAEHNEEFE
TEEA AEEEEEBAEBNBRET KO cEHE
FEHE HASERERSEFANRENEEDEE
TREEE RLAT -

AhEcERACHEAFEET REEEL
R AEERERRFANRENTKRE £ 5 H
BERERBEME: At RE E£2023F12A3108 1
FELEEPERRMEEKXLOARKS50007T(2022
#: AR ¥5,576,0007T) °



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)
FOR THE YEAR ENDED 31 DECEMBER 2023 #; £2023F 12 A31H - F &
23. DEFERRED TAX ASSETS AND LIABILITIES 23. EEBEBEEEMER
2023 2022
2023 § 20224
RMB’000 RMB’000

AR T ARBF T

Deferred tax assets BEERIEEE 96,117 81,028

Deferred tax liabilities EERIEEE 44,974 51,903

Movements in deferred tax assets and liabilities during the year ended  fE & £2023F 12 A31 A L FEHEHELEHIEE
31 December 2023, without taking into consideration the offsetting of EMEBECL B Z E A G A ER — B E A K H)
balance within the same tax jurisdiction, are as follows: MEBMmT :

Depreciation
and
amortisation
differences

arising Change in
Tax losses from the fair value
carried revaluation of financial
forward  Government results liabilities at
(Note a) grants (Note b)  Impairment FVPL Total
BEAREE
EfMGERE AANBHEN
HHEN EHHEM =R
HBEE HMHzER NREE
Deferred tax assets BEHELE (Hiita) R 4 B (K &b) HE #5 A&

RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
ARBTT ARETT ARETT ARETT ARETT ARETR

At 1 January 2022 ®2022%€1H18 5,330 36,599 4,255 23,086 15,220 84,490
Arising from disposal of & BB A A

subsidiaries FES - - - (40) - (40)
Recognised in profit or loss REHZTER

(Note 11) (HiaE11) (2,751) (2,123) (413) 17,085 (15,220) (3,422)
At 31 December 2022 and %2022%12A31H

1 January 2023 %202351R81H 2,579 34,476 3,842 40,131 - 81,028
Arising from disposal of &N B2 A M

subsidiaries (Note 39) EEW#39) - - - (2,195) = (2,195)
Recognised in profit or loss REE T #R

(Note 11) (H11) (1,682) 1,483 (414) 17,897 - 17,284
At 31 December 2023 120234124318 897 35,959 3,428 55,833 = 96,117
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23.

(a)

(b)

FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

DEFERRED TAX ASSETS AND LIABILITIES
(continued)

Deferred tax assets are recognised for tax losses carried
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 2024 to 31 December 2028.

As at 31 December 2023, the Group has cumulative tax
losses of approximately RMB45,418,000 (2022: approximately
RMB25,843,000). Of which, the Group has recognised
deferred tax assets in respect of these tax losses to the
extent of approximately RMB4,928,000 (2022: approximately
RMB20,127,000). The Group has not recognised deferred tax
assets in respect of the remaining tax losses of approximately
RMB40,490,000 (2022: approximately RMB5,716,000) due
to the unpredictability of future profit streams, which will be
expired within 5 years.

Certain wastewater treatment facilities and land use rights were
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

does not have any other material temporary differences at the end of

the reporting period.

RRAHEMBKBERMERLE 2023 FEHE 281

23.

(a)

(b)

BB R

EEBEEEMEEE)

HURBEEBEEERNECHBEEE £X
RRAIGCELEERBABIMERBERS
FaEBrhER SEHBEEENESE o
KEM - BN E E2024F12 8318 £2028
F12A3MBILEEERH-

M2023%F 128318 A %&£ @& R 5 B |
B BN AR 45418,0007T (20224 : 4
AR #25843000L) HAF - REEE
REZERNEBLAEENECHBEEE
# A R #4,928,0007T(2022F : 9 A R ¥
20,127,0007T ) © B 7 £ 5% 78 Al R R & 7
ROAEBETERBTRHREBROARE
40,490,000z (20224 : #) A K #5,716,000
TIERELEHRBEE ZSBERBERSF
A EIH] o

EEHUBREITREBELRENAE
12 R T (B B 105 7K 5 12 3% i A0 3t 57 R A2
AR BZFEENREGEER %FE
RELANBEEMSREEEVIAERER
AEMFEENET -

REXHREBENSEN REERRE

HRITEBEMNEMEAETREESR -



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

23. DEFERRED TAX ASSETS AND LIABILITIES 23. REEMEZEMAE(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 B 2 A HEEER
EEH BUXELEDH BREME
Deferred tax liabilities EEREERE NAEERE 2R QhBEEED )
RMB000 RMB000 RMB000 RMB’000
AREFT AREFT AREFL ARBFL
At 1 January 2022 ®2022%61A1H 46,002 33,295 7,195 86,492
Arising from disposal of subsidiaries HEMBRAMESE - (2,090) - (2,090)
Recognised in profit or loss (Note 11) REZFRBAMZ11) (1,672) (31,045) 218 (32,499)
At 31 December 2022 and R2022512A318 & 44,330 160 7,413 51,903
1 January 2023 2023%£1R1H
Arising from disposal of subsidiaries (Note 39) & [ B 2 7] Fi & & (477 39) - - (266) (266)
Recognised in profit or loss (Note 11) REB&ERERM Z11) (6,720) 127 (6,663)
At 31 December 2023 %20234%12A31H 44,974
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)
FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &
24. INVENTORIES 24, HE
2023 2022
2023 % 2022
RMB’000 RMB'000

AR T ARBTF T

Materials for wastewater treatment and water supply 5 7K & 3 K 7K i 45 AR 7§ &9 #1 %t

services 8,258
Coal B R 9,071
Spare parts T4 4,561

21,890

The cost of inventories recognised as cost of sales amounted to # £2023F12A3MAILFE FEX AT EEH R
approximately RMB215,273,000, for the year ended 31 December 5 %& K AN 8 & 58 4 A K %215,273,000 7T (2022 £ :
2023 (2022: approximately RMB261,338,000). #) A R # 261,338,000 7T) °

25. FINANCIAL ASSETS AT AMORTISED COST 25, UESHASENEMERE

2023 2022

2023 2022 %
RMB’000 RMB’000
AR T ARETT

Unlisted investment (Note) FEEMRE (M) 299,800 300,000
Loss allowance E BB (120,000) (60,000)

179,800 240,000

EHAGKERGERAT 2



FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

25.

Note:

FINANCIAL ASSETS AT AMORTISED COST
(continued)

On 29 September 2021, the Company (as the asset entrustor) entered
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. (& 5 2 ¥ % &
% & A BR A 7, "KADI"). Corporate guarantee has given by KDI to KADI
on the principal and interest of such investments.

Such investments carried an interest rate at 8% p.a., and the principal is
repayable within 1 year. As the directors intends solely for collection of
payments of principal and interest, it is classified as financial assets at
amortised cost.

According to the relevant provisions of the Mutual Trust No. 5 Asset
Management Agreement and the supplemental agreement for extension
of term of the asset management agreement, the asset management
plan purchased by the Company has expired on 10 April 2022 (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.

The carrying value of financial assets at amortised cost was
RMB300,000,000 and stated at the amortised cost less impairment
loss. As at 31 December 2023, provision of loss amounted to
RMB120,000,000 was made.

25.

M it -
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MR2021 698298 AR B(EBAEEZTA)R
HHEEAEREARAANEREEEREAIRES
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REERENASRFNENERRERRIRER
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ZERENFNRR8% AEARIFRERE-
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REBEHEAFENSBREE -

BEGEREEEREAGR EEARAERGEHR
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

26. TRADE AND OTHER RECEIVABLES 26. FEWERMAEHEMEIWRK

2023 2022
2023 2022 4
RMB’000 RMB’000
AR¥ T ARBFT

Trade receivables (Note): FEWBRFR (A a2) ¢

— Third parties —%5=h 194,924 202,799

— Related parties (Note 36(d)(i)) — @A Bt 5 (K 72 36(d)(i)) 228,236 551,514

— Local government —Hb 75 BT 3,233,175 2,200,998

— Loss allowance —BEER (108,337) (81,712)
Trade receivables - net EUWERR-FHE 3,547,998 2,873,599

Other receivables: H i B Y K

— Third parties —-%5=5 97,942 99,155

— Related parties (Note 36(d)(i)) — BB 77 (W1 22 36(d)(i)) 713,921 584,390

— Local government — i 75 B 28,185 70,666

— Loss allowance —EEEE (33,334) (23,671)
Other receivables — net HthEKRR-—FHE 806,714 730,540

Prepayments: SRR

— Others —H b 72,204

— Loss allowance —EIERE (4)
Prepayments —net ERH-FH 82,587 72,200

Trade and other receivables — net EUERFAEREHMERR-—FHE 4,437,299 3,676,339

ERARKERNER




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

26. TRADE AND OTHER RECEIVABLES (continued)

As at 31 December 2023 and 2022, 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 —HBiE2F

26. EWHRTREMERRGE)

MR20234F K%2022F 128318 » [EWEE X & H 1 fE
WZNWEEEEZTZEAARBAEM - ERER
EEBEHBEZERI M-

ERARBEERENEMFE NI ESA(D)

R

RBERK BREREESNEEERSTELER ST
m -

2023 2022

2023 & 2022 F
RMB’000 RMB’000
AR#®TF T ARETT

1,341,523 1,771,954
1,471,773 1,041,909
843,039 141,448

3,656,335 2,955,311

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.

AEBSTEFAEEMERRIERER-

HRBBAORALENEZGEWFIE AEERED
EHEEBAEEL THNEORR LEXREAXE
BERBEEBAERNEPNRIFERTE HE
MBRERETRBMNMF - HELEPNIBMEER
AN EOBRENELRR Y2ZREEHKD
W BRBEMMATKERRETHE-
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CHAPTER TWELVE

CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

..

S

—_—

— &5

_|_

&

MmEk & 6% HERMEEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

27. CASH AND BANK BALANCES AND RESTRICTED

FUNDS

Re RRITHER

Cash and bank balances

Restricted funds ZREE S

27. RERRTERRZIRHUES

2023 2022

2023 £ 2022

Notes RMB’000 RMB’000
K &F AR¥ T ARBFT
(a) 174,088 131,494
(a), (b) 54,865 181,194

Cash and bank balances and restricted funds are

(a)

denominated in

RMB AR
HKD BT
usD e

(a) BeRBRTFEHBREREIRFNESUNTER

HHE
2023 2022
2023 F 20224
RMB’000 RMB’000
WEEEN [ =xT7
207,835 298,892
12,170 5,153
8,948 8,643
228,953 312,688

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
2023 (2022: 0.01% to 2.25%).

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.

As at 31 December 2023 and 2022, the restricted funds were
mainly comprised of guarantee deposits for construction

(b)

projects, guarantee deposits for letter of credit and other frozen
bank balances.

FMBERTERETCIHEHEIEEAN - EHE
2023F12A31A L FZ BHH - A& BEHIK0UI%E
225% 7 EHFENRITERARHEEREITESF
5.(20224F : 0.01% £ 2.25%) °

1R & B A i BCO B B R R 01D (K BE - B E K
NEEERRE) AEEELAFBERTIEARE
AR EMEEARRIMERT -

N2023%F M2022F 128310 SR F &4
FEERERBFENRES FABRE
& & H bR T o

(b)

+ Ey
,%n:u TA

RHEGKBRGERAT 2023 FEHE 287

o —— e e e



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ET+ZF GHUEBE=R

& O B %5 3 3% Bf 5E (48D

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

28. TRADE AND OTHER PAYABLES/CONTRACT 28. EMEZEHMEMRK &R &K

LIABILITIES

Trade payables to third parties (Note a and c)

Other payables due to:

2023 2022

2023 2022 F
RMB’000 RMB’000
AR T AR ¥ TFiT

— related parties (Note 36(d) (ii))

— local government
— third parties

Notes payable

Consideration payable for acquisition of subsidiaries & B [ & 2 7 JE 3 + # ¥ (B

(Note (f))

Staff salaries and welfare payables
Payables for acquisition of property, plant and

equipment due to:

— related parties (Note 36(d)(ii))
— third parties

Payables for acquisition of land use rights from M@ AFEE T HERED
related parties (Note 36(d)(ii))

Interest payables

Accrued taxes other than income tax
Advance received from disposal of equity interests 78 W i & 2 7] B #E B2 & X *

in subsidiaries*

EBRE=ZAERRHFake) 454,721 295,842
E AR B 464,099 172,989
— B 5 (A7 7F 36(d)(ii)) 9,808 12,104
— b 75 BT 94,657 840
—E£=5 359,634 160,045
FE A E & - 20,063

(K75 (F) - 16,464
FET B T T & K048 7 60,919 42,704
EETHE IHEREDN

AR BB 225,308 175,322
— BB 5 (B 7% 36(d)(ii) 28,942 28,942
—-F=5 196,366 146,380

FE 5 3R 3B (B 2% 36(d)(ii) 31,000 31,000
JE 1 ) B — 25,442
B BT 15 B S0 B JE &t B 3R 24,034 26,584

120,000 =

Total trade and other payables

JRE < B 3R K EL BB A SR 4R R 1,380,081 806,410

2023 2022

2023 20224
RMB’000 RMB’000
AR F T AR TiT

Contract liabilities (Note d) aRABHFd)

— related parties (Note 36(d)(iii)) — B8 B 75 (K 77 36(d)(iii)) 3,184

— third parties —-E=5 3,655

6,839

# Pursuant to the Equity Transfer Agreements (the “Agreements”) entered # BRIBEEREMKERDER AT EMD)|%RERE
into between Kunming Dianchi Water Treatment Co., Ltd. and Sichuan KEREERAAERINERLSZARIAR])
Development Guorun Water Investment Co., Ltd., 80% equity interests FEHFMHTEZIBREBKEAR QA &R
in each of the three subsidiaries, Zhaotong Dianchi Water Treatment EMKEER AR ZITEMBMKBER A=K
Co., Ltd., Yiliang Dianchi Water Treatment Co., Ltd. and Suijiang FRAADHBRMKE ERARLNE  IHE
Dianchi Water Treatment Co., Ltd. are applying to transfer to Sichuan AR & & A KR #120,000,000 7T ° fif % 15 B FF #t &
Development Guorun Water Investment Co., Ltd., with a intention B ZRBEEIEMNE R EE RN

deposit amount of RMB120,000,000 was paid in accordance with the
Agreements. The intention deposit will be deducted from the first tranche
of equity transfer price if the government approval letter obtained.

e —
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+ EGHMBHRET SHMBHRRMEGRE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

EHRAREERR &R &E

R 20234 %2022 128318 EBAER —BEH
#1{= B H A90E 180K °

R 20234 % 20224128318 NEBENENER
FEMENREIERANARE BEA -

RBEPR REBEEZEHNESE=ZFERAK

2023 2022
2023 % 2022 %
RMB’000 RMB'000
AREFT ARETTT

197,904 192,094
165,679 4,651
91,138 99,097

454,721 295,842

REBREPANERREPBERSERE1SREER
MBKREFPARKNEHER(TEERAFA
BRAELE)NT

2023 2022
2023 % 20224
RMB’000 RMB'000
AREFT AREFT

6,839 7,505

28. TRADE AND OTHER PAYABLES/CONTRACT 28.
LIABILITIES (continued) (&)
Notes: B ot
(a) As at 31 December 2023 and 2022, the trade payables are normally (a)
granted with credit terms ranging from 90 to 180 days.
(b) As at 31 December 2023 and 2022, the Group’s trade and other (b)
payables are principally denominated in RMB.
(c) Ageing analysis of trade payables to third parties based on the invoice (c)
dates at the end of the reporting period is as follows: BOMMT :
— Within one year —1F R
— Over one year and within two years —1E24F
— Over two years —BiE2F
(d) The movements (excluding those arising from increases and decreases (d)
both occurred within the same year) of receipt in advance from contracts
with customer within the scope of IFRS 15 during each of the reporting
period are as follows:
At the beginning of the reporting period R & B
Recognised as revenue TR R W s

Receipt of advances or recognition of receivables

T8 4 3R IR 3K HE 7R e W R IR

(4,187) (7,505)
4,511 6,839

At the end of the reporting period RIS E R

7,163 6,839

Contract liabilities include advances received from customers for
rendering operating and construction services in relation to wastewater
treatment and reclaimed water supply. When the Group receives
advances from customers before provision of promised services, which
depends on the specific term of services, this will give rise to contract
liabilities at the start of contract.

ERAGEERRRERSKEERBEKRENE
EREERBLBTPRIMNBAN R - BEAEEE
RRHR IR 2 AT B B P RAT R - R AR
BHEME SEARARNEEARERE-

el __:

EMAGKGRHERLT 2035EHE 289



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

28. TRADE AND OTHER PAYABLES/CONTRACT
LIABILITIES (continued)

Notes: (continued)

(e) Performance obligations
The amounts of transaction prices allocated to the remaining performance
obligations (unsatisfied or partially unsatisfied) as at 31 December 2023

and 2022 are as follows:

Amounts expected to be recognised as revenue:

Total transaction price allocated to the unsatisfied performance 2B ZE KT E L & T H

obligations R5HEE

28. ENEFREMEMNR ARER
(%)
bt et - (4)
(e) BHEMR
MN2023% K202 12A31MBE P REH TE D
ER(REBTXBOABEBITIZRSBERESE
W
EHKEERAREZ
2023 2022
2023 £ 20224

RMB’000 RMB’000
AR#F T ARKETFT

17,816,477 20,236,249

Approximately 95% of the remaining performance obligations allocated
are expected to be recognised as revenue after one year, which relate
to performance obligations that are to be satisfied within 30 years for
operation services and construction services. Approximately 5% of the
remaining performance obligations allocated are expected to be recognised
as revenue within one year. The amounts disclosed above do not include
variable consideration which is constrained.

(f) The amounts are due to independent third parties relating to the
acquisition of equity interests in certain subsidiaries in prior years.

ENREEHRTENEETHBRERN —FRE
RBRbE ESPRAR=ZTFARTEHELR
BREERB < BEHNEE COREHRTREOER
FEHO%ERABR —FABRBREE - EXHAR
B eBYTEEIRGOTENLE-

(f) ERRADENTBLF=7 LEBEFER
BETHBRAAMNBKRESR -
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

29. BORROWINGS 29. f&

2023 2022
2023 2022 4
RMB’000 RMB’000
AR¥ T ARBFT

Non-current portion: ERH
Unsecured long-term borrowings RERMNRBER 169,200 989,400
Secured long-term borrowings (Note (b)) ER & & BE R D) 1,836,285 1,533,293
2,005,485 2,522,693
Current portion: mE
Unsecured short-term borrowings AERBDEHER 875,770 2,687,428
Secured short-term borrowings (Note (b)) P& 1R B9 52 B 18 5K (M 77 (b)) 2,390,883 658,966
3,266,653 3,346,394
5,272,138 5,869,087
Notes: B
(a) All the borrowings were denominated in (@) B 2 2 A T 51 1 M 5
2023 2022
2023 2022 F
RMB’000 RMB’000
ARMF T ARKF T
RMB AR 4,539,423 5,147,685
HKD BT 658,731 649,318
usb ET 73,984 72,084

5,272,138 5,869,087




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
BEHMBERE & 0B8R

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

%+

—

— &5

29. BORROWINGS (continued) 29. f&E™ (&)
(b) As at 31 December 2023 and 2022, analysis of the secured borrowings  (b) MR2023 4 K2022F 12 A31 A BERNERST
are as follows: m
2023 2022
2023 & 2022 F
RMB’000 RMB’000
AR¥F T ARKFTT
Secured by: BERY:
Corporate guarantee issued by the Company AARAFELHAN QA ER 18,846 721,402
Property, plant and equipment TEHE - IBRRE 596,463 841,837
Corporate guarantee issued by related parties BEE B A R ER 338,313 200,000
Corporate guarantee issued by a shareholder AR MR AER 172,709 174,000
Waste sanitary landfill construction project revenue (i) HIE5 R IE A W) 187,838 235,000

Sewage treatment revenue (ii)
Equity pledge of the subsidiary

55 7K B 1B UK 3 (i)
FRAEIREER

2,196,133 20,020
716,866 -

4,227,168 2,192,259

(c)

0]

(i)

mortgages over the Group’s entire interest in and revenue
from the waste sanitary landfill managed by the Group with
net carrying amount of RMB187,838,000 (2022: approximately
RMB235,000,000) as at 31 December 2023 under the relevant
waste sanitary landfill concession agreements signed with the
grantors.

mortgages over certain wastewater treatment (including trade
receivables under service concession arrangements) managed
by the Group with a net carrying amount of RMB2,196,133,000
(2022: approximately RMB20,020,000) as at 31 December 2023
under the respective concession agreements signed with the
grantors.

The maturities of borrowings are as follows:

On demand or within 1 year BVERs 1 E A A
Over 1 year and within 2 years 152246
Over 2 years and within 5 years 2E5%

Over 5 years

5F N E

(i) M2023F12A31H - A K B R & B &%
FTARFTZHEBEESEHARHEME
BZEEBS2MEaRKEREFERS
A R ¥ 187,838,000 (20224 : ) A R ¥
235,000,0007T) 7 4238 °

(ii) R2023F12A31H - BAEBEREHEK
FTARITZHEBASTREBREMERZE
FRERKEB(BEBSTEERETHER
R %) R ¥ 38 A A K % 2,196,133,000 ¢
(20224 : #9 A R#20,020,0007T) 2 218 °

2022
2023 £ 20224
RMB’000 RMB’000
ARBFT ARKFT
3,266,653 3,346,394
99,100 928,216
1,369,599 1,304,021
536,786 290,456
5,272,138 5,869,087

S e
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

—_—

T+ &

EHMBHEE

& F B %5 5 R M & (4R)

FOR THE YEAR ENDED 31 DECEMBER 2023 #,Z2023¥12H31 8 EF &

29. BORROWINGS (continued)

(d) The exposure of the Group’s borrowings are as follows:

Fixed-rate bank borrowings E BB ITE R
Variable-rate bank borrowings FREBRITER

29.

(d)

& (&)

AKEOERKOWT
2023 2022
2023 % 2022 %
RMB’000 RMB'000
AREFT ARETTT
3,105,730 2,843,249
2,166,408 3,025,838
5,272,138 5,869,087

Effective interest rate:
Fixed-rate bank borrowings
Variable-rate bank borrowings

As at 31 December 2023, 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:

BB E
EBRITE
FRRITIE

s s

MN2023F 12831 A AEBEMZEERITERESP
EEXMBSHREANIRERBERENE AKX
BOIRERERESRTEAEREMEETE -
MEFTAEE-

FEBMERNERMNE(ERARMR)EEMNT

2023
2023 %

2022
20224

3.75% to 6.80%
3.75% to 6.93%

2.15% t0 5.5%
3.95% to 6.46%

(e)

®)

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:

RMB facilities ARBEE

(e)

®

HRTENFETERN BEURBERNRIAE
ERAEKAEEES FERBEANAABER
RIFANESRE WEAEERNERNE R
ABHARNSRITAERITM SR RETHEE -
ERBERNAAREERALKREEMEMALD -

FEBFTHRAHRITEERE :

2023 2022

2023 % 20224
RMB’000 RMB’000
ARBEFT ARETT
1,269,142 1,619,800

el __:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ET+ZF GHUEBE=R

& O B %5 3 3% Bf 5E (48D

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

30. 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.

30. EEWEHE

AEBNETRSEEEAAEEXRARTRZES
BRI SKEERE  HKRE BROLEEAR
MBEITEXEAMESOHRTHE -

HBEEADE IRNRRBEHEIRFHEBRA
MEECRAFHUNERZEZEAHEAREM2
MU ERPER BN EREREHERELA
A DR T L

HMEEDAACBTEDRBEBEZIKRARLS
EfBHREAHBERE2EKRERTPER -

2023 2022
2023 £ 20224
RMB’000 RMB’000
AR¥TFT AR T
Government grants related to: HE 8 BT R BD
— property, plant and equipment —THE - THRNARE 239,728 230,943
The movements of government grants are set out as follows: BT Bz EEEH T -
2023 2022
2023 2022 F
RMB’000 RMB’000
AR¥TFx AEBF T
At the beginning of the reporting period & B 230,943 245,267
Additions 0 19,705 -
Credit to the statement of profit or loss and TABEZRHEMEEKZERX
other comprehensive income (10,037) (12,339)
Refund of government grants (Note) RGBT Bh (M 72) - (1,985)
Disposal of subsidiaries SRl Ol /N (883) =
At the end of the reporting period wE R 239,728 230,943

e e
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31.

Registered, issued and fully paid
Number of ordinary shares (thousand)

Share capital (RMB’000)

FOR THE YEAR ENDED 31 DECEMBER 2023

SHARE CAPITAL

B A (A B # T T)

31.

EEMm BRITRAR
BBk (TA)

B ZE2023F12A3MBILFE

Bz 7
2022
20224
1,029,111 1,029,111
1,029,111 1,029,111

Note:

(a)

(b)

(c)

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 #E R I& & S B B R 2 7, “Kunming
DIG"), Kunming Industrial Development and Investment Co., Ltd. (£
HE XML ELRETAR A, “IDI"), Kunming State-owned Assets
Management and Operation Co., Ltd. (EBATEHEEEE R ELER
& f£ A 7], “Kunming State-Owned Asset Management”) and Kunming
Xinzhi Investment Development Co., Ltd. (R E R E X E AR 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.

By it

(b)

(c)

AN A FR2010F 12 8238 5k 32 0 #1 44 # i IR &
A A K 360,000,000 - &R EEAR1.00
JT 9 #360,000,000% - B [A) & B9 JE b 1% & & 17
344,943,000 B B% 19 5 95.82% 1 25 H it A R ¥
1,260,091,000 7T * & B & A R #5915,148,000 7T -
NERMTOOE X THABE  ITMEEHE AR L
i {E B AE A R #1,189,277,000 7T ¢ i B 2 A &%
&5 A R #5,814,000T ° LA & A K #65,000,000
THRES MEKIEAREERARRREEEH
RAR(ERZERREEH]) EREEMRER
EERBEARAA(EERERE]) EHTHEEA
EEERELCEAERET AR EVREEEERE
B2 NERFEREAEEERAR(HERE]D
17 % £2 15,057,000 A% A% 19 5 4.18% # 2= + ¥ B 3
& A R # 55,000,000 7T * i 8 & A R # 39,943,000
=0

ZEEESMRMNE - EARR KL ED WE
B A R4 AR #1,208,841,000T ¢ & £2012
FRANBLEFE RIF_HARARE
106,250,000 7T ° R A Al W B A BB 3B IR AN B9 B EE Sk
] & ¥ E £ 0 A R ¥955,091,000 T © 5t A B A&

2015F10 A12R AR BREME RAAIUNEE
201412 A318 2 7 & {7 42 £360,000,000 i A
HEY  PLEAREEA2ERRET10RE L1100 -
& 71 ¥ 1% 360,000,000 A% 8 1% 5T K 15 1D Al B R AR
#5 2 41 Z= 720,000,000 fi% °

2017F4A68  RAREMIMAMERE KB
HA% - LA & A% A% {&3.91 7% JT %7 ¥ 17308,572,000 f%
FRARB1.00THOHE  XOKRBFMBERAER
1,206,517,0007% 7t (18 & » A K ¥1,070,421,000
JC) c BEE E2017F5 8108 » £ 17 {F MR 5 B A% 4
% R RQ A E AR E3.9178 7T 5 5) % 17 539,000
BREBRARB100THOHR  KWEIMERETH
2,107,000 7T (48 & N A K %#1,870,0007T) - &1
Al EE AR 997,460,000 7T K FT 15 3K F 4
(EMBRAEBASTNEM ETARR) HFAR
#309,111,000 7T £ R AN R #E R - i Fl &R A R 84
688,349,000 7T 1F B A Jis (B N FERR ©

RRAHEBKERMERLE 2023 FEHRE
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ET+ZF GHUEBE=R

& O B %5 3 3% Bf 5E (48D

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

32. OTHER RESERVES 32. HihfEE
Share Statutory Capital Property  Translation
premium reserve reserve reserve reserve Total
(Note (a)) (Note (b))
ES
B A i B EERE BARE Efi B MERE &t
(1t (a) (Hat b))
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBEFr AREFT AREFTT AREFT AREFTT AREFR
At 1 January 2022 ®2022%1A1H 1,283,440 293,552 (47,793) 11,145 3,232 1,543,576
Transfer to statutory reserves 12 BUZ E - 29,627 = = = 29,627
Exchange differences EBTEZEE - - - - (1,049) (1,049)
Others Hit - 3,298 - - - 3,298
At 31 December 2022 and R2022%12A31H
1 January 2023 R2023%1A1H 1,283,440 326,477 (47,793) 11,145 2,183 1,575,452
Transfer to statutory reserves 12 BUZ T # 8 38,138 38,138
Exchange differences ERmEEE - 860
Others Hit (676) (676)
At 31 December 2023 202312 A31H 1,283,440 363,939 (47,793) 1,613,774
Note: Kt -
(a) STATUTORY RESERVE (a) EERE

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.

BREBE(PEARAMNBRRDEIRAEEHTE QA ([HER2
ANDMEBER FRARNEREEZEFBRE T HIIE
BEANARREEMEEFENI0% RECEERBKATE -
BRATEBARENZTE AR EMERNS0%E - 7
THRERR - EHERARMBAERMAEE S B RF AR

}iiz‘"ﬁ% BoREBRBABARANBHANFEER
WmE AP EAERBRAEAEAMAEFHAANERA

I’EﬁKIK@:EZEQ%’&%E‘Uﬂﬁ%@%ﬁII&E’;‘%EP’DETHQ
N #925% ©

BREFENEBBRE SKEEZARBKRERAFTR
B-FTeHENBEENZ2E REFRISEAZTERH
B-FASERETRESKEREARBKERBEEBH
REBNZEZE MIARBRRIB - BELEFEKED
BEXHRRE2REER —FEZELENEZTHAE
HEZBFUKR-

S —
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

32. OTHER RESERVES (continued)

Note: (continued)
(b) CAPITAL RESERVE

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.

33. FINANCIAL GUARANTEES ISSUED

At 31 December 2023, the Company had issued corporate guarantees
amounting to approximately RMB18,846,000 (2022: approximately
RMB721,402,000) 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 2023, 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 RMB18,846,000
(2022: approximately RMB721,402,000).

RRAHEMBKBERMERLE 2023 FERE 297

32. HigkE(E)

Bt (&)

(b) BAREE
EAFGEIEREASERERELREVRBEN LSS
KEEBZGERLHFERERERELDREARTENR
EERAEBEX2010FEUABRAFERNEEN —H2) MK
ZEEENMUBYHEREEHBYE HESKEER
kLt FRAEEESEAMHMBREY BUEERE

ERELERERERNREENTZHNBRHRAAS G
FE -

33. E#RHMMBER

MR2023F12A31MB A AREREFAEBRARNSE
T M B A R A B & B 4 A R 18,846,000 7T (2022
F 8 AR M721,402,0007T) M R & ER o XA A]
EEREZEERNHAKBHNAABETK

R2023F 128318  ARREERABTATA KR
BEMERAAARRERE - RBEHR AR
ARBEBELERTHNRABEASE THEB AR
HHY R & 49 A R 118,846,000 7T (20224F : #9 A R
721,402,000 7C) °
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ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

34. CASH FLOW INFORMATION 3. HEHRER
(a) Cash generated from (used in) operations (a) BReELE(FERNRE

2023 2022
2023 % 20224
RMB’000 RMB’000
AR#¥FR ARETT

Profit before tax: A AF - 381,702 367,465
Adjustments for: FHEIER -
— Net impairment losses on financial assets - SRMEERBEBXFSE 110,033 114,486
— Impairment loss on investment in an associate —BEREREERX 55 5,576
— Depreciation of property, plant and equipment —THE - IBREIXBENTE 232,822 198,237
— Depreciation of right-of-use assets —FRBEEERE 10,626 13,491
— Amortisation of intangible assets —EREEEH 31,779 20,192
— Fair value gain of financial liabilities at FVPL —EBEAnBEFAEZNERE
B R £ (8 (a2 = (20,973)
— Fair value change of investment properties —-BEMENDAAREEEDY (848) (1,085)
— Share of results of associates —HEARKERN RN - 691
- Finance cost — net — M BRA—FE 233,893 219,102
— Amortisation of government grants relating to —HEEBIYE IREZME
purchase of property, plant and equipment 8 Y AT R B 8 (10,037) (12,339)
— Gain on disposal of a subsidiary —HEMEB A A= (5,352) (19,886)
— Loss on disposal of property, plant and equipment —E & ~EE « T MR EH
— net BB 558 806 98
— Exchange differences —EHEH 10,638 67,648
996,117 952,703
Changes in working capital: EEESE
— Trade and other receivables — FE YRR 3k R E B U R (902,961) (1,038,357)
— Inventories 78 14,320 (5,295)
— Contract assets —AHNAE (24,082) (112,121)
— Contract liabilities —aREAa&E 324 (666)
— Amounts due from customers for construction —-EREFPEESRRK
contracts (17,214) (121,998)
— Receivables under service concession — AR ST E T B EK A
arrangements 31,248 243,935
— Trade and other payables — J& 1 BR 3R & E th B K 425,509 66,761

Cash generated from (used in) operations KEEF(ERNRE 523,261 (15,038)
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FT+2F GHUBHRZX SHMBHRIMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

34. CASH FLOW INFORMATION (continued) 4. BEFZRERE)
(b) Changes in liabilities arising from financing activities (b) BMEFEBEENEEZL

Details of the changes in the Group’s liabilities from financing activites A&EEE4+- AR ETHEEELHNFBENOT
are as follows:

2023 2023 £
Borrowings
(Note 29) Total
f& ™
(Kta£29) & &t
RMB’000 RMB’000
AR¥TFx AR¥TFTT
At the beginning of the reporting period wEBHT 5,869,087 5,869,087
Net cash flows BHERE (607,587) (607,587)
Exchange differences fEHEZE 10,638 10,638

At the end of the reporting period s HIR 5,272,138 5,272,138
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+F GHMBEER SHMBBRMNEE)

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

34. CASH FLOW INFORMATION (continued) 34. BHEREBERE)
(b) Changes in liabilities arising from financing activities (b) PEFRIELAMEBEELE)
(continued)
2022 2022 f
Financial
liabilities Borrowings
at FVPL (Note 29) Total
RARBE
FFABEE® &
TRAE (Kt it 29) & &t
RMB’000 RMB’000 RMB’000
AREFT AR T AR T
At the beginning of the reporting period ¥R & 2 ¥ 110,450 6,405,937 6,516,387
Net cash flows FHERE (89,477) (647,912) (737,389)
Interest expenses F BB X - 43,414 43,414
Exchange differences fEHZE=% - 67,648 67,648
Fair value gain of financial liabilites at &AL BB AEZH S
FVPL mEENAREAEARKZ (20,973) = (20,973)
At the end of the reporting period H]REBR - 5,869,087 5,869,087
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FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &
35. COMMITMENTS 35. kG

(a) Capital commitments (a) &AM R

At the end of the reporting period, capital expenditures contracted for, RBEMAD T NEHAELENEARAE LT ¢

but not yet incurred are as follows:

2023 2022

2023 % 20224
RMB’000 RMB’000
AR#EFT ARETTT

Property, plant and equipment TEE IHNEE 13,648 499,550

(b) Concession projects and construction projects contracted at the  (b) RBEMRBFITERMRBENETFEER
end of the reporting period, but not yet incurred are as follows: BEREEMNOT

2023 2022

2023 % 20224
RMB’000 RMB’000
ARBFT ARETTT

Concession projects and construction projects FHEBEERERER 727,479 1,760,522

——— EE——
ERHBKERHERLE : :



FOR THE YEAR ENDED 31 DECEMBER 2023 & £2023% 12 A31H I FE

36. 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.

36. HBAXRS

M- AR EEAMEESNS - THEELEY
BREEBERERHS —HTHMEATE AEH
WEREFMEAB MREFTHABDIEMTES - 1
WA SR -

ARRAZERHECKREZES EREHAMTARK
FEEEEEEERZES(RPATRHEZDE
B AR S B — KR AT BB A B o AR R BB & R AD
X E IR A B B R & R BN S 24 1 (R HE RT) [RE B
BEINAE BNABTERBUERTFERNFE
ERHEES BAZEHREAZENNE 2 A
WERRAEEEE T ERLARE B H R
ERELKRBENEMNBRAR(AEERKSI) BE
B EZEG N E R BN R E M ES K
BMEAZENEEBNRARURKAAIBEER
ABMERKERE AKEEPBERN  Ha2H
BBAES BEEtENEATENERMN
MBEAXRGLREXRBBEIZEEBEELEE &H
81 75 & B~ SR 177 BN B R SA K AR B8 FE U BR SRR
HEtp R BRERRREMEMNR B3R RY
RASEANENERER URBRESLRAEEFE
M- KRBAEZRREHUBRERCERDOHE
THHRRMNEEFEENHB IR S -
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36. 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 2023, and balances as

FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

at 31 December 2023 arising from those related party transactions.

(a) Name and relationship with related parties

36. BBAXH(E)
AT RBZE2023F12A3MB IEFEAR S B 8 HEFH

BMIR - REEBETFETEARINGE
AR R2023F12A31E SR T R HELMRE -

(a) A 7 05 B Bk O R MR

Name of related party Nature of relationship FAEH 2B MEMEE
KDI Controlling shareholder of the REAMEE NN AR HE IR AR
Company
Kunming DIG Controlled by Kunming SASAC RREEEREEH XEAMEEZRES -
and a minority shareholder of RN F D HIRE
the Company
IDI Controlled by Kunming SASAC EXERBRE TEHATMEEZZES -
and a minority shareholder of ZNYNECIRDS -8
the Company
Kunming State-Owned Assets Controlled by Kunming SASAC ERTEEELAEERE SERTEHEZZEH
Management and a minority shareholder of = ZNVNECIROE 8 g
the Company
Xinzhi Investment Controlled by Kunming SASAC NEKRE TEHATMEEZZES -
and a minority shareholder of ZNYNECIRDS ¢ 83
the Company
Xindu Investment Controlled by Kunming SASAC FEEZE XERTMEEZRES
KADI Controlled by Kunming SASAC EBHEREERKE XERAMEEZES
Kunming Municipal Urban Controlled by Kunming SASAC EAMHERERERS SERATEEZZE

Construction Investment &

Development Co., Ltd. (& B3 /1
HERERBEFEREF LA

“Kunming Construction”)
Kunming Anju Group Co., Ltd
(ERTZREEEAERAA
“Anjju Group”)
Kunming Bus Group Co., Ltd.

(ERARREEEREMERA

“Kunming Bus”)

Controlled by Kunming SASAC

Controlled by Kunming SASAC

REERA(TRBHE

#])
ERTEEEEARS REATEASE
7

ERAREEAR  RERTEAZZH

BEEARIERHAAZ]

Kunming CGE Water Supply Co., Ltd. Controlled by Kunming SASAC
(BEABAKBEBERKBERARDF
“Kunming CGE”)

Kunming Qingyuan Water Supply
Co.,Ld. (REBHEREBRKAERE
f£ 2 A » “Kunming Qingyuan”)

Controlled by Kunming SASAC

E B A KB B KK
AR A A
([BAKBBAEFEK]

EBE R 8 K
BEREMFER A
(BEMABEBRK])

XEHATEE X

XEHTHEEZED

RRAHEBKERMERLE 2023 FEHRE
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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 2023 & Z202312A31H L FE

36. RELATED PARTY TRANSACTIONS (continued)
(b) Transactions with related parties

Save as disclosed elsewhere in this report, during the years ended

31 December 2023 and 2022, the Group had the following significant

transactions with related parties.

(i) Sludge treatment and disposal service fees charged by a
related party:

36. BEEAXG(E)

(b) HEBANR S

AR EE M D HESEN B E223F K&
2022FNANBLEFE AEEHEBH IMNEKX
BT

(i) M- BB XNNSREEREERSE

2023 2022

2023 £ 2022 F

RMB’000 RMB’000

AR T

KDI REHEMEE 3,393
(ii) Loans granted to related parties: (if) ERTHE

2022

2022 %

RMB’000 RMB’000

AR¥FxT ARMFx

Kunming DIG RAEREEEH 200,000

Xindu Investment HEEE 250,000

Kunming Construction B FA 1% 310,000

Anju Group ZEEHE 80,000 -

80,000 760,000

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 of
8.5% p.a. (2022: 8.5% p.a. to 9% p.a.).

e —

AEBEBBR I CHOBEBRE THREUAR
BMXNMEE URERBEREER -

BTRBINEREEHNE - M EFF85%(2022
F:HF85%E%) -

—3Q:1r-:-ﬁ_ MWQ Dianchi Water Treatment Co., Ltd.
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

36. RELATED PARTY TRANSACTIONS (continued) 36. BBtHA X 5 (&)
(b) Transactions with related parties (continued) (b) HEBANE S (E)
(iii)  Loans repaid from related parties: (i) BAEE S EEBER:
2023 2022
2023 & 2022 F
RMB’000 RMB’000
AR¥TTx ARBFT
Kunming Bus BHAX 300,000
Xindu Investment A 600,000
KADI ERRERRRE =
Kunming Construction B2 BRI 1% 130,000 =
130,200 900,000
(iv)  Interestincome from related parties: (iv) FBEBEAFBUWA:
2023 2022
2023 & 2022 4F
RMB’000 RMB’000
ARMFT ARKFT
Kunming DIG ERAERKEEH 16,126 2,944
Xindu Investment HEIEE 12,868
Kunming Bus BHEAKR 3,952
KADI EREXERKE 5,918
Anju Group ZEE 3,550 -
Kunming Construction B2 BA Uk 1% 18,975 13,305

38,651

38,987




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

36. RELATED PARTY TRANSACTIONS (continued) 36. B H X 5 (&)

(b) Transactions with related parties (continued) (b) HEBANE S (E)
(v) Services provided to a related party: (v) R RENRE

2023 2022

2023 ¥ 20224
RMB’000 RMB’000
AR#FxT AR F

KDI EREMKE Operation and BLEERS
management
services 309,530
(vi)  Commission charged by related parties: (vi) INGEBBHINFES:
2023 2022
2023 §F 2022 F
RMB’000 RMB’000
AR FT ARBFT
Kunming CGE A KB B8 kK 204
Kunming Qingyuan EBE R B KK 289
493
(c) Key management compensation (c) FAREEEAESH M

Key management includes directors (executive and non-executive), MEEEABBFREEBTRIFNT) BEFR
supervisors and executives. The compensation paid or payable to key TRAB -ERMRBERBASMEHRRBAAD
management for employee services is shown below: XTSI A EF B

2023 2022

2023 % 20224
RMB’000 RMB’000
AR#F T ARETT

Fees biahcr 498 520
Salaries, wages and bonuses ITE - RS MER 909 1,645
Contributions to pension plans BN E B R 202 282
Housing funds, medical insurance and TEAEE BEMRBEAN

other social insurance H it REB 180 245

1,789 2,692




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

36. RELATED PARTY TRANSACTIONS (continued) 36. BHEH X 5 (&)

(d) Balances with related parties (d) HEBAXSZHERE
(i) Trade and other receivables due from related parties: (i) JE s B Bk 5 BR AR R B MK ¢

2023 2022

2023 20224
RMB’000 RMB’000
AR#FxT ARKF

KDI EFHEMKE 444,331 582,702
Xindu Investment AR E 23,472 23,471
Kunming DIG # ERAERREAEEHE" 200,670 200,429
KADI EHEREXBRERE 6,834 6,834
Kunming Construction # B PR % 186,638 322,468
Anju Group ZE & 80,212 =
942,157 1,135,904
# Balances due from related parties above include below balances which ~ *# i ERER T NRELELNTEERNEKRE
are related to loan with interest terms (note 36(b)(ii)) and repayable on AREREENERE B O & (K 36(b)ii)) :
demand:
2023 2022
2023 £ 2022
RMB’000 RMB’000
ARBF T AR®Fr
Kunming DIG EREREES 200,000 200,000
Kunming Construction B & 180,000 310,000

380,000 510,000

Except the above mentioned balances, other receivables are R Fit&ersh EMEKRZFAEER R W RR
unsecured, interest-free and will be settled upon demand by the Group. AEBE K ER&EH -

- — S ——

EME KBRS




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

36. RELATED PARTY TRANSACTIONS (continued) 36. B H X 5 (&)

(d) Balances with related parties (continued) (d) HEBAZGHEREE)
(ii) Other payables due to related parties: (ii) JE 11 8 Bk 77 B L fth BB AN K

2023 2022
2023 ¥ 20224
RMB’000 RMB’000
AR#FxT AR F

Acquisition of property, plant and equipment: BELHE IRERHE:

Xindu Investment AR E 28,942

Acquisition of land use right: BE L i iE A

Xindu Investment MEIEE 31,000

Others: Hi:

KDI ERHAEMEKEE 9,808 12,104
69,750 72,046

Other payables are unsecured, interest-free and will be settled upon HMENHAEER 2BV RBZSEH T H

S ———

ing Dianchi Water Treatment Co., Ltd.

demand by these related parties. BRkEgE-
(ii)  Contract liabilities dealt with a related party: (i) H-—FREBAIXIHNERBEE:
2023 2022
2023 &£ 2022 F
RMB’000 RMB’000
AR¥Frx AR FT
KDI EBHEMEE 3,184 3,184
(iv)  Financial assets at amortised cost (iv) LAESEXKAFENSREE
2023 2022
2023 &£ 2022 F
RMB’000 RMB’000
AR¥TFrx ARBE T T
KADI BHEREXBRRERE 179,800 240,000



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

37. SUBSIDIARIES 37. WERE

RAREDBRREE2023512A831B I FEE - K
SEETEWNBRARAMNFEBOT :

Particulars of the principal subsidiaries as at the date of this report and
during the year ended 31 December 2023 are set out below.

Proportion of nominal value of issued share capital/
registered capital held by the Company
FAABENCEGRE/EREANEELH

Place of operation/ Issued ordinary
incorporation and date  share/registered Kind of legal entity
Name of subsidiary of incorporation share capital 2023 2022 Principal activities registered under the law
BE/AMAINY  BERGLER/
HWELAEE RERALAY AREE 20235 0224 1855 REEEEMNEAER
i C/ e Directly Indirectly Directly  Indirectly
AEEFT Ef A& ER B&
Yunnan Reclaimed Water Industry Co., Ltd. PRC, 28 March 2002 10,000 100% 100% - Reclaimed water supply Limited liability
(EE5KI£ER 2, Yunnan Reclaimed Water')
EETKIZRRAD(EANK]) WE 200253 28R 10,000 100% 100% - BEKES EREf
Kunming Wastewater Treatment and Operation Co., Ltd. PRC, 15 June 2005 3,000 100% 100% - Operation of wastewater Limited liability
(EBATSKREEEHRAMDE, City Operation’) treatment facilties
BRATIKRRELERAAAA(ATER]) HE 200556 A158 3,000 100% 100% - AKEEREHEE BREE
Kunming Dianchi Logistics Co., Ltd. PRC, 15 June 2005 11,200 100% 100% - Logistics and leasing services  Limited liability
(EHERY 7 ERETLE, Dianchi Logistics’)
ERERNREREERD(ERDHE] HE 200556 A158 11,200 100% 100% - DRREERH BREE
Xundian Dianchi Water Co. Ltd. PRC, 30 April 2009 10,000 100% 100% - Wastewater treatment Limited liability
(ZEERKHER L, Kundian Wastewater')
ERENKBARAABABKRE] HE 200954 A30H 10,000 100% 100% - AkEE BREE
Shidian Dianchi Water Treatment Co., Ltd. PRC, 21 July 2014 23,300 100% 100% - Wastewater treatment Limited liability
(EEELKHERL, ‘Shidian Water')
wAEEKEARAA(EAKE]) HE0U4ETANA 23,300 100% 100% - AkEE BREE
Yiliang Dianchi Water Treatment Co., Ltd. PRC, 4 June 2015 21,000 100% 100% - Wastewater treatment Limited liability
(BREDKHERLE Yiliang Water')
EREMKBARDA(ERKE]) HE201556R4H 21,000 100% 100% - AkEE BREE
Qujing Dianchi Water Treatment Co., Ltd * PRC, 13 August 2015 70,000 - 100% - Wastewater treatment and Limited liability
(d55 K %5 B 22 8,"Qujing Dianchi Water') running water supply
(Formerly known as Malong Dianchi Water Treatment
Co., Ltd.)
BEELKBARLA(HETRKE] RE - 201558R138 70,000 100% - BKRERARKEE EREf
(MERFERLKBERAR)
Zhuji Dianchi Water Treatment Co., Ltd. PRC, 30 November 2015 25,000 100% - Wastewater treatment Limited liability
(BEEDKBERLE, Zhuji Water)
AEEMKBARDAREKS]) HE 20155114308 25,000 100% - AkEE BREE
Suijiang Dianchi Water Treatment Co., Ltd. PRC, 9 December 2015 22,000 100% - Wastewater treatment Limited liability
(BTERKHER LA, Suijiang Water')
GTECKBAERDAEIKE] HE 201551279 22,000 100% - AkEE BREE
Ziyunxian Dianchi Water Treatment Co., Ltd. PRC, 12 January 2016 12,000 100% - Wastewater treatment Limited liability
(RZZEnKBEARDE, Ziyun Water)
REGENKBARAD(EEXH)) WE 2016515128 12,000 100% - KRB EREf
Renhuai Water Treatment Co., Ltd. (A KEERAF,  PRC, 5 January 2011 10,000 100% - Wastewater treatment Limited liability
“Renhuai Water") (Formerly known as Guizhou Bafang
Water)
CREEEABERAA(CEAE) HE 201141458 10,000 100% - KRR ERER
WIRENNFKBERAR)
Kunming He'ertai Environmental industry and trade Co., Ltd. PRC, 7 February 2002 10,000 51% - Manufacturing and sales of Limited liability
(BRAAZRRIEAREMLH, Helertai chemical products
Environmental’)
ERAMZERIBAREALAMAERR]) BB 200262R7H 10,000 51% - fBEREER#S EREf

e ———
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37. SUBSIDIARIES (continued)
Place of operation/
incorporation and date
Name of subsidiary of incorporation
BE/HRALNY
HELAEE RERA LAY

Shuangjiang Dianchi Water Treatment Co., Ltd.
(ETENKHER 2, ‘Shuangjiang Water')

ETERKBERAA(RIAE)

Dian Chi Water Treatment (LAOS) Sole Co., Ltd. (‘Laos Water")

EkB(ZR)EEERAAERKE])

Haian Qutang Dianchi Water Treatment Co., Ltd.
(BZEEEBKEARA A, Qutang Water')
(Formerly known as Haian Qutang Water Treatment
Co, Ltd. ERHESKERARAA)

BRHREBKEERAR(HELHE])
(MFREZHETKREERAA)

Hongze Dianchi Water Treatment Co., Ltd.
(EZEHKHBERD, Hongze Water')
(Formerly known as Hongzetianying Water Treatment
Co, Ltd. XERBFKREARALLA)

RRERABRERAA(EERS)
(MFREERBIKREEREMAR)

Haian Libao Dianchi Water Treatment Co., Ltd.
(BZZRERXBEARRA, Libao Water')
(Formerly known as Haian Libao Water Treatment Co., Ltd.
BETEFKRBARAR)

BRTERBKBERAA(£EKH])
(MFBEREETKRRARAR)

Liuyang Dianchi Water Treatment Co., Ltd.
(BBEDKHBRLE, Liuyang Water')
(Formerly known as Liuyang Hongyu Water Treatment
Co, Ld. BETETABERAA)

AREEABRERLA(HEXH)
HIRABTETKBEERLAA)

Kunming Dianchi Water Environment Monitoring Co., Ltd.
(RRERABREENARA),

‘Environment Monitoring’)
EREXABREAEHNERAA(RERA)
Kunming Dianchi Water Jizhen Co., Ltd.

(BHENKBERSTKRERRAF, Jizhen Water')
ERERKBEESKREERAA(EAKE])
Leshan Debei'ao Water Treatment Co., Ltd.

(BILEEEKBERLE, Leshan Water')
SUERRKBARAR(EUKH)

Zhuji Dongda Ciwu Water Treatment Co., Ltd.
(REMEANSTKRESRLA, ‘Dongda Water')

HETRARBIKEBARAA(RAKE])

Liuyang Hongyu Thermal Power Co., Ltd.@
(ABETZF2E5R 28, Hongyu Thermal')

ABTETASARAA(EFHE) @

PRC, 8 October 2016
B 2016510A8E
LAOS, 22 August 2016

80658520
PRC, 6 July 2009

M 2009%7A6H

PRC, 6 March 2006

HE 20063768

PRC, 7 July 2009

HE - N09ETATE

PRC, 21 April 2006

S 200654521 F
PRC, 31 March 2017
BE207EIANE
PRC, 11 April 2017

BE2017E4A1E
PRC, 11 August 2014

BE2014ESA1E
PRC, 22 July 2013

BE 20136728
PRC, 12 March 2008

HE 200853 A128

Issued ordinary

share/registered

share capital
BEALER/
BT
RMB 000
ARETT
10,000

10,000

51,412

51412
4,400

4400

78,900

78,900

2,000

2,000

126,900

126,900
5,000
5,000

10,000

10,000
70,000

70,000
24,100

24,100
45,000

45,000

Proportion of nominal value of issued share capital/

37.

registered capital held by the Company

KAABENERIRE/ERERNERRLH

Directly
E#

100%

2023

023%
Indirectly Directly
R ER

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%
100%

100%
100%

100%
100%

100%

2022

022%
Indirectly
RE

M B~ R (&)

Principal activities

IEER

Running water supply
ARkt
Wastewater treatment
KRR
Wastewater treatment

KRR

Wastewater treatment

KRR

Wastewater treatment

AKRE

Wastewater treatment

AKRE

Water quality testing

KEHR

Operation of wastewater
treatment facilities

FKREBRENES

Wastewater treatment

KRR
Wastewater treatment

AKEE
Thermal production

LERS

Kind of legal entity
registered under the law

REEEEMNEARE

Limited liabilty
ARAL
Limited liabilty
AREL
Limited liabilty

BREH

Limited liability

BREH

Limited liability

BREH

Limited liability

ARAM
Limited liabilty
ARAL
Limited liabilty

ARAL
Limited liabilty

ARAL
Limited liabilty

ARAL
Limited liabilty

ERRE
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37. SUBSIDIARIES (continued) 37. WEBAEGE)

Proportion of nominal value of issued share capital/
registered capital held by the Company
FRABENCEGRE/AREANEE LN

Place of operation/ Issued ordinary
incorporation and date  share/registered Kind of legal entity
Name of subsidiary of incorporation share capital 2023 2022 Principal activities registered under the law
BE/AMAINY  BERGLER/
HWELAEE RARAIAY AREE 20235 20224 1855 REEEEMNEAER
o CA/ O Directly  Indirectly Directly  Indirectly
ARETT ER [GE B B
Yiliang Dianchi Water Treatment Co., Ltd. PRC, 26 September 2018 40,000 100% 100% - Wastewater treatment Limited liability
(EREDKBERLE, Yiliang Water')
BEREBKBERAD(ERKH) FE 2018595268 40,000 100% 100% - KRR EREE
Dianchi International Holdings Limited Hong Kong, 25 January 170,462 100% 100% - Investment holding Limited liability
(ERERE 2B R 2, International Holdings') 2018
EERARERAA(HRAR) BB 01851 /258 170462 100% 100% - REBR ERER
Luguan Dianchi Water Treatment Co., Ltd. PRC, 21 October 2019 3,000 100% 100% - Wastewater treatment Limited liability
(REERKHER LA, Luguan Water')
BOERKBARAD(REKH) FE 20195108218 3,000 100% 100% - KRR EREE
Kunming Dianchi Solid Waste Disposal Resources Utilisation PRC, 22 February 2019 13,000 100% 100% - Utilisation of solid waste Limited liability
Co, Lt (RREREERERRLANARALLR
“Solid waste utilisation”)
EREMERREERLAALRECLAAARRE) HE 2019527220 13,000 100% - EEENAA EREfR
Kunming Tongdu Dianchi Water Treatment Co., Ltd. PRC, 13 May 2008 5,000 100% - Wastewater treatment Limited liability
(ERADELKKERLE, Tongdu Water')
(formerly known as Kunming Dongchuan Guozhen Sewage
Treatment Co., Ltd.)
RERBRUARERLA(EHXE) HE 2008555138 5,000 100% - FAKEB EREF
(MarERTR)EEHTKREERAF)
Putian Huake Environmental Protection Engineering Co. Ltd. PRC, 15 July 2009 55,000 100% - Wastewater treatment Limited liability
(BETENRRIRARAR
‘Putian Huake Environmental’)
ERTEHRRIEARLA(FATENRR]) RE 200957 A158 55,000 100% - AKEE EREf
Zhaotong Dianchi Water Treatment Co., Ltd. PRC, 23 October 2019 100,000 100% - Wastewater treatment Limited liability
(BBEDKHER LA, Thaotong Water')
BRELLKBARAA(REKH]) RE - 2019510A28 100,000 100% - AKEE EREf
Eshan Dianchi Water Co., Ltd. PRC, 3 July 2020 5,000 100% - Wastewater treatment Limited liability
(LB K75 R 2 &, “Eshan Water')
BBk BERAA (T KH) RE - 2020%7538 5,000 100% - AKEE EREf
Kumming Dianchi Solid Waste Disposal Co., Ltd. PRC, 6 January 2021 30,000 100% - Solid waste treatment Limited liability
(BREDEERNRERRERLR, Solid Waste
Disposal’)
RRELABENRERREALA(BRANRE) HE 202151768 30,000 100% - BERENRE ERER
Kunming Dianchi Water Construction Management Co., Ltd. PRC, 29 January 2022 4,900 100% - Construction management Limited liability
BHANKBRREEFR R, Water Construction
Management’)
EREMKBRRERERLD(RRER]) RE 202518298 4900 100% - IREERHK ERAf
Kunmnig Dianshui Vocational Skills Tranining School Co., Ltd. ~ PRC, 4 January 2022 200 100% - Training services Limited liability
(BREKBERAEIZRERLR, Training School’)
EREKBERGNERERAA(HABH]) HE - NNE1R4R 200 100% - BEREE EREfR
# The subsidiary was disposed to third parties on 15 September 2023,  * ZH B AR N2023F9815AHEFE=F &
details are set out in note 39. EER AR K E39 -
e The subsidiary was disposed to third parties on 20 December 2023, @ Z B AR MR2023F 12820 EEFE =57 ' &

details are set out in note 39.

& &R K E39 -

B E KIS 5
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37. 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.

38. 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 3 to 12 years (2022: 1 to 10
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:

Within 1 year 16 A

Over 1 year and within 2 years F1FEE2F
Over 2 years and within 3 years F2FEEIF
Over 3 years and within 4 years FEIFREE4F
Over 4 years and within 5 years FAFZESF
Over 5 years E5F 1%

37. MIBAAE(E)

FABEHNBARBTEFNEBES -

FREARMNEXLEBEFEMRIFN M-

38. BEHERE
REBEERHEAA
ALEREEEHEREARENMENATE=H

HEHN FRIE125(2022F - 1E10F) -

LNTRIATERKLHENREDES T WIS RE
REENFEZZHALDOHT - RECARBELZEH
EMBREERIRBESEENT

2023 2022
2023 & 2022
RMB’000 RMB’000
AR #®TF T AR T
18,606 12,503
15,113 12,677
14,286 12,070
15,103 10,647
15,084 11,239
31,676 12,773
109,868 71,909
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FOR THE YEAR ENDED 31 DECEMBER 2023 & £ 2023412 A31H [t FE

39. DISPOSAL OF SUBSIDIARIES 39. HEMEBQH

BEAFRENE QA HBERKENETR
EZMBRAREEBRNAT

Information about the disposals of subsidiaries of the Group during

ﬁﬂ*%‘r

the year, including Qujing Dianchi Water and Hongyu Thermal, is as
follows:

On 15 September 2023, the Group disposed of its entire interest #2023 9A15H  AEBERME=ZHF HEHE R B
in Qujing Dianchi Water to the third parties at a consideration of EM/KBHN 2 HiED REZXZFHENAARE
approximately RMB82,600,000. On 20 December 2023, the Group  82,600,0007C : /2202312 A20H * "&£ EH M\ & =

disposed of its entire interest in Hongyu Thermal to the third partiesat HEHEHER ZFHREHN 2T BREXHYHE
a consideration of approximately RMB43,579,000. # /B AR ¥ 43,579,000 7T °

The assets and liabilities of Qujibg Dianchi Water and Hongyu Thermal M BEEM KEMEFAEREEHENEENLE B

disposed at completion date comprise of: B
RMB’000 RMB’000
AREFr AR FT
Qujing Dianchi Hongyu
Water Thermal
g i H ith K B EFHRE
Property, plant and equipment THE ITBERE 1,445 87,347
Investment properties wEYE — 10,455
Receivables under service concession FFar i & W T W FE B
arrangements 86,258 -
Right-of-use assets/land use rights o A E/+ i A - 22,444
Intangible assets m A E 11,689 =
Deferred tax assets EEFIBE E 949 1,275
Cash and bank balances Re RI|ITHE 547 6,726
Inventories 7E 622 5,587
Trade and other receivables FE U BR 3 I H Ath B IR 47,586 29,723
Trade and other payables FE A BR 30 I H Ath B 5T R (71,263) (118,169)
Tax payables FE A B IR (429) (816)
Deferred revenue iR IRl - (883)
Deferred tax liabilities FEERBEAR = (266)
Net assets disposed of cHEEEFE 77,404 43,423
Gain on disposal of a subsidiary HEMBARZWE
Cash consideration received BHEESNRE 82,600 43,579
Net assets disposed of EHEEEFE (77,404) (43,423)
5,196 156
Net cash inflow from disposal of a subsidiary: HEM B A RAEEZRERNFHE
Cash consideration ReRE 82,600 43,579
Cash and cash equivalents disposed HEReRASEZEEY (547) (6,726)
Net inflow of cash and cash equivalents RekBESZEEMRAFHE 82,053 36,853
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CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
& O B %5 3 3% Bf 5E (48D

ET+ZF GHUEBE=R

FOR THE YEAR ENDED 31 DECEMBER 2023 & %2023 12A31H It F &

40. STATEMENT OF FINANCIAL POSITION OF 40.

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/TiERE
TBE IHMEZE

FRFE LS T 0 BKRFKIA
U EPEERRK

contracts
Contract assets AWAE
Intangible assets mEAE
Investments in subsidiaries HERWE R A
Investments in associates &N E R A
Deferred tax assets BT EE E
Current assets mBEE

Amounts due from customers for construction
contracts

Inventories

Financial assets at amortised cost

Trade and other receivables

Cash and bank balances

Restricted funds

U EFPZEEARRRK

FH
NEHERAAENEREE
W AR R B EL A R

R RRITHER
ERHES

ERAMBRR R

2023

2023
RMB’000
AR F T

264,355
388,744
2,198,522
868,567

469,939
133,203
294,173
1,114,135

77,496

5,809,134

26,154
1,809
177,980
5,085,501
403
54,158

5,436,005

FERBEHRRARAUBRARAKTZEHDT

2022
20224
RMB’000
ARETTT

263,658
398,602
2,306,254
731,862

591,390
109,121
257,145
1,034,342
6,526
59,789

5,758,689

27,941
2,164
240,000
4,334,427
87,095
181,193

4,872,820



CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FT2F GHUBHR SHUMBHRFRMEGE)

FOR THE YEAR ENDED 31 DECEMBER 2023 #] %2023 12331 H [FF &

40. STATEMENT OF FINANCIAL POSITION OF 40. AR AMBRAEK(E)
THE COMPANY (continued)

2023 2022
2023 §F 2022 F
RMB’000 RMB’000
ARBTF T AREFT
Current liabilities nEak
Trade and other payables FE A5 BR 3R R E b BB A5 3K 1,898,372 1,422,199
Contract liabilities cRARE 2,287 1,362
Tax payables FE 1 72 1R 100,380 46,911
Borrowings RN 3,102,079 3,332,767
5,103,118 4,803,239
Net current asset REBEEFE 242,887 69,581
Total assets less current liabilities wEERTHER 6,052,021 5,828,270
Non-current liabilities ERBEE
Deferred revenue IE & IR = 239,678 229,790
Borrowings & % 1,281,564 1,449,163
Deferred tax liabilities BEERIBEE 7,186 7,081
1,528,428 1,686,034
NET ASSETS EEFHE 4,523,593 4,142,236
Capital and reserves BEXERE
Share capital f& 7 1,029,111 1,029,111
Other reserves (Note) H fth 7 8 (A 72 1,582,860 1,544,746
Accumulated profits (Note) B 17 W= (B &) 1,911,622 1,568,379
TOTAL EQUITY WA 4,523,593 4,142,236

EMEGKBRAER




CHAPTER TWELVE CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
ET+2F GHUMBHRZX SHMBHRFRMEGE

FOR THE YEAR ENDED 31 DECEMBER 2023 & Z202312A31H L FE

40. STATEMENT OF FINANCIAL POSITION OF 40. AR AMBRRARE)
THE COMPANY (continued)

Note: B ot
RESERVES MOVEMENTS OF THE COMPANY A T R E
Other reserves
H fth %
Share Statutory Property Accumulated
premium reserve reserve Total profits
MEEM
BR A i E EEME Bt aF BERE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETT AR®TT ARETT AR¥TT ARETT

At 1 January 2022 202241 81H 1,232,028 273,771 9,658 1,515,457 1,407,698
Profit for the year F[Z - - - - 292,881
Transfer to statutory reserves 12 BU% F (% & - 29,289 - 29,289 (29,289)
Dividends 7K R B - - - - (102,911)

At 31 December 2022 and 72022%12A31H &

1 January 2023 202341 A1H8 1,232,028 303,060 9,658 1,544,746 1,568,379
Profit for the year FEFE - - 381,381
Transfer to statutory reserves 12 BUX F (% 18 - 38,138 (38,138)
Disposal of subsidiaries BEEKNBERQR (PZ)) (24) -

At 31 December 2023 R20235£12A31H 1,232,004 341,198 1,582,860 1,911,622

41. EVENTS AFTER THE REPORTING PERIOD 4. WEHPERER

There were no significant events affecting the Group afterthe yearend RERZEEZAREBH  MEFZEZRAXEEHN
up to the date of this report. BEBARAEHE-

ing Dianchi Water Treatment Co., Ltd.




CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

&&

S

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
2023 to 31 December 2023 (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 2022.
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F+=ZE RE - HERERHSE

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.

EXEgaANHREEAEBEARBRE HE B
AHREE BERAR YELESGEERELESR
ERBREERABEERRT - ARAFMKILT
REREIERGNE NMEKEHARASH
EEEREIENMEREAAKR AEEBER
ARARRFREANEIMELRREEEBEANAER
HENF BEFRARSEEBHMBRBEARARAMNIR
Bodg ERERE ABAFEAT BRATBER
THOEEHERAARAERNLTEHEREREE
EHMAETERY RS EREREREANEKE
B URGFAERBEABERRENEE  Z2HERRR
HERBEEMNRRERELEEGNEAETER
KEEBHLZ BRREEERESFEREEM
MEE REEEFRETIRLESESSNE
BoAmMEAERRETICEL G EREANEE -
EHRECHABFHERRE HE BANEGEAN
M- BXTEFRAAULREBERFINEEARR
ETHE2HERHUESCH S WO ERRTHEE
EBERAREREHMESGEE Y EHEBEEEY
BANEBUARSFOENEZ -

ARRETEEBR/BKEE BEKERARKH
E-HETERUERRAEREERFTYPMHE
MEMBEERRZ BMRRSEELEREES
TEEREBAMEKESHRBAERRLE
WEZREE-
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CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

A. ENVIRONMENT

Since its inception, the Company not only protects resources and
the environment through carrying out green business, but also plants
green living ideas in the minds 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”
KRREEEEBZRESX N B EBE)) GB/T19001-2016 “Quality
Management System Requirements” ((& £ & 12 88 ¥ £ 5k)) and GB/
T45001-2020 “Administrative System Requirements on Occupational
Health and Safety with Guidance for Use” ((Bt (2 F % 2 & 12 §2
R ESK K {# A /D)), etc., the Company continues to improve and
upgrade the Company’s standardised environmental management
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 optimising
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. During the Reporting Period, we carried out drills in one of
our underground sewage treatment plants to simulate the suspension
of the air pumping system of the water plant due to sudden power
failure, the evacuation and sprain of sewage tank maintenance
personnel, and the increase in the concentration of hazardous gas.
Through the drills, the emergency response and handling capabilities
of employees were improved. At the same time, we will increase
communication with local governments to lay a solid foundation for
coordinating the handling of emergencies.
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£+=5 RE - HEREBRE

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)” ({38
HRE T T B ¥ AR 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 improve
the working environment, reduce the risk of environmental pollution
through technology advancement and strengthen management of
environmental protection. The Company has established a 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 themselves 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 humans and nature.

RABREKERBEEREZARTERE L6 R
AIREBRBEEER SHELHEET T=
KRR RETHEEEERT) EBEFTEERA

BRWEE R REAFRM - HITE  FHH
BRETEREELYE BERE RERE B

DREBRRETRIERKRT HEI RAEE
MEAMI=ZARRAINNSEERE BBX
MELMABARRREEE BEZLERESESE
WMHRE ZBYR2BHEEBEEHESE  BE
RE AREEREEE NMBRBEEHREREGEZFERE
S MEBRIEHBEBTHANETERES  AA&
VTEMHKBENMABEEERSE BEIE BY
HEREHE BREEALH BB H B
iﬂ&ﬁiﬁkﬂﬁ'%ﬂﬁi\iﬁﬂ’ﬂﬁ%'Liﬂﬂﬂ?ﬁ%ﬁ%
f ZHEEBENHEREI FRSEEBEEHMAR
%ﬁ%$ﬁfﬁ%ﬁ%ﬁ%&1¢%g*’EIEMEE\EI’\J%

REHMLRFEE REAEELEBRIERAE &9
BESKEBHRMEHISAIGER @ 2 MK KA
REBREEHLAARARE HEREEREE
FEELX REAT HERAELADHERZ -
A1. HE B

NAEBASRERLE ELEERRPUAFHE
ERAKBBRA BHEHEYRETRNEZERA
EZERZ THFEEAREERZE TEAERBAN
N7 KR
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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” ({ #E A K £ M B 38 55 R # )X)), the “Pollutants
Discharge Standard of Urban Sewage Treatment Plants” ({3 $& j5 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 the 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%, 51%, 83% and 96% lower than
the emission limits of the national Class | Standard A standard in 2023,
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, odour, 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” (( ERE & = R g
4£)) (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
odour were 0.005 mg/m?, 0.05mg/m?, 0.0003% and 10 (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 the consumption of purchased electricity
and energy. During the Reporting Period, direct greenhouse gas
emissions were calculated as CO, equivalents of 2,593.7 tons and
indirect greenhouse gas emissions were calculated as CO, equivalents
of 194,827 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.

RREMKBEREERAA

H+=% BE HEREAEBE

ERAREBBER  ATE K HE R Y S iR B(h %
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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 the greening arrangement of the plant area
through plant greening of isolation around the source of odour 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 odour 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. The Company is currently
working on a distributed photovoltaic power generation project at the
wastewater treatment plant, so as to use idle spaces such as the plant
roof, treatment facilities and open structures to set up photovoltaic
power generation facilities on the premise of ensuring the building
safety and functions of the plant area. Electricity generated by relevant
facilities can be used for the production and operation of the plant area.
Upon completion of the Phase | Project, approximately 21,410 tonnes
of coal (calculated based on 350 g/kWh of standard coal consumption
for power generation) can be saved every year, and the exhaust gas
emissions caused by coal can be reduced accordingly every year,
including approximately 1,610 tonnes of sulphur dioxide, 800 tonnes
of nitrogen oxides, 53,530 tonnes of carbon dioxide and 14,560 tonnes
of smoke and dust. The indirect greenhouse gas emissions can be
reduced 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.

BEABERIETSKEEIENEENERY BR
AREIERYE THELCRERMN RBELE
R BRERIBERELE MABRKLCME &
RRELARABEES RS REEYMET
RERBEFET BERETRERE  BXE
ABEE KRRFTEEETAYRERLDS | F
B RRREETER - ¥ E IS RE SR
MEELRERENHER RANEEBRESH T
HELSHEEERSERENERER TR N
R D R r B {5 R T R DR E R BB R BRI

BARBRMEEEENEEZRR T TEIRATE
EEREENRR BRI IFOEREIRERT
THE-BR AR EEHEESKERRS MR KR
BEEHE ANEREBRERELE2MNENIIRE
T-AAREEIE - REXE FAABEDERE
THBEXREERE HEXEELEZENA
LARBESAERLE  —HHBEBEREEFADH
A B R £92.141 8 MR (3% % F 13 #£350g9/kWhEt) -
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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. For
domestic sewage, equipment backwash water and some greening
water generated in the daily production and operation process, they
are collected through the pipe network in the plant area and then enter
the sewage treatment facilities again for treatment before discharge
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 2023" (CAM R ERE2023F T ZETHEA K E

75 %)), the pollutant reduction targets set by the regulatory authorities
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 63,000 tons of chemical
oxygen demand, 1,650 tons of phosphorus and 6,110 tons of nitrogen
from May to October, all of which have been achieved. 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 2023, the total chemical oxygen
demand reduction of all operating wastewater treatment plants of the
Company was 152,000 tons, ammonia nitrogen reduction was 14,000
tons, the total phosphorus reduction was 4,000 tons and the total
nitrogen reduction was 14,700 tons.

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 9,936 tons, 194
tons and 72 tons, respectively.

3. Sludge
In 2023, we produced dry sludge of 70,000 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 ton.

F+=58 RE - HEREBRE

2. RE ok

RO ETLEBRASKERE HAREEL BE
KABE - R ERSKLETEIR  F G
SRR REAY BRBRELEEBTBEYESL
B AEES K BRER KK RIS B E &L A K
HBBREANETHREILHEASKERKE
ETEREESRAETHER RERLPEKER
BHYE RETHINERRE - BBCEMRE
RE20BFETETIEEBER IR MEBHA -
EEFMRMARETELEEERGCE D R HEE
HEKEER TENSEYERBEZEASAE0
BtE2E S & %Y 56308 M 45 8 50.1658
ME - BAHH061MER  HEBERHEERK A
AEMEERSENERABRARNTHMARENS
SRKEEBRESHUBHATALE -EMBRAY S
TEETHENL  BRHEEE - MR EE KK
BERZEREME - BRAEES HKKE 2 20234F - A A
EEMASKEERABLEEAEH RE A15.2
EW SABREARI4BEY  BHERE R048
W AR EIREA1.4TENE -

RABREHM RMEESKEEBNLETEE
(COD) * @A (NH3-N) & 4 5(TP)¥E i & 7 7l 29,936
W8 - 194 E 1728 -

3. i/

20235  BMELEELERTELENLITRELE
ERTEW RESEWMSKELELSTREESIME-

RRAHEMBKBERMERLE 2023 FEHRE 323



CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

E+=E HEREB®RE

BRiE

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) ({[& 88 f& %) )5 2~ 3R 5 B 08 75 ) (2020 F &
71)), the “Quality of Sludge for Municipal Wastewater Treatment Plant”
(GB 24188-2009) ({¥% # 75 7K 2 12 it )5 JE JE & ) (GB24188-2009)), the
“Control Standard for Agricultural Sludge Pollutants” (GB4284-2018)
(CERBERS 2 W 1Z % )(GB4284-2018)) and the “Sludge
Disposal Criteria for Municipal Wastewater Treatment Plant” (DB5301/
T48-2020) ((WHBE S /KEBH T ERIER E #H % )(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
(CHk 8895 7K B2 72 MR OS5 2 ) IR IR %)) (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 29,000
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 the
generation of non-hazardous waste through source control. In 2023,
we purchased 12.53 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 2023 was 61.49 tons which was entrusted to a third-party
compliance unit for unified disposal.
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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. At the same
time, 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

The Company’s main business is wastewater treatment and water
supply services. Our effluent water is used as “finished products”,
which is discharged in strict compliance with the relevant national
and local standards such as the Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant ({35 8 55 7K jz 1 8 )5 2 ¥ HF
WIZ %)) and the Water Quality Standards for Reclaimed Water (&
A 7K 7K & 1Z #£)). Resources such as packaging materials are not used
for effluent water discharge and water supply. The water source for the

AAREEARESE BEREFTEUNERN
T RAESZRABTR XKZHMEEBRERES
Zn - RERBRSHERD  ROPLKRANRER
BIERE  BEESEAMEHRNGERD - F
B ARBEEMEERIBRRIGESEEE
B AEEARE R RONE BN ERERR
BEhmAER FEERNBERINTHERE #
B EERANMERNEE -

A2. HRER

RAETBEBRSKEEREKRYE &M H
IKAER TEAR ] - B8 38 e #8057k BE I8 U5
MEERE) (BEKKERE)SHBER it
TIERELER HKEREBERKTEREEMHE
BR e~ A B EKMEKERBUKKIERRAR A E
17 B & K B F AL BOE R BERHE K > T B 2Rk oK
EBRKAEWEATEEKER  £RIERKR
ErFERRE-




CHAPTER THIRTEEN ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

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 2023,
all the factories operated by the Company consumed electricity of

approximately 240,000 thousand kWh in aggregate.
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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 2023, 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 2023, the average energy consumption
rate per ton of wastewater treated of the wastewater treatment plants
of the Group (including subsidiaries) in operation was 0.29 kWh,
representing a 4% decrease compared with that of 2022. 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.

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.
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2. 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 2023, all the factories operated by the
Company consumed running water of approximately 246,000 tons in
aggregate and water consumption per ton of sewage treatment is 0.36
kg. Our running water consumption is mainly for daily office use. In
order to reduce running water consumption, we mainly used reclaimed
water produced on site for equipment back flush, water for forestation
in our plants, chemical configuration in the factory 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 606
company subscribers. As of 31 December 2023, the Company had 12
wastewater treatment plants producing reclaimed water, with a total
designed daily production capacity of 328,500 m? of reclaimed water in
operation. 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, in terms of effluent quality, in 2023, Kunming No. 1 Water
Purification Plant’s effluent BOD (Biochemical Oxygen Demand) level
decreased by 57%, COD level decreased by 49%, TN level decreased
by 42%, TP level decreased by 85% and NH3-N (Ammonia nitrogen in
the form of Water with free ammonia (NH3) and Ammonia ion (NH4+))
level decreased by 90% as compared to 2012. In 2023, Kunming No.
2 Water Purification Plant’s energy consumption decreased by 38%,
effluent BOD level decreased by 57%, COD level decreased by 48%,
TN level decreased by 18%, TP level decreased by 52% and NH3-N
level decreased by 68% as compared to 2012.

Driven by technological research and development, the overall effluent
quality of our water purification plants in Kunming main city area
improved significantly, and maintained the stable operation of various
equipment: in 2023, in terms of the effluent quality, BOD decreased
by 54%, COD by 46%, TN by 38%, TP by 78% and NH3-N by 84% as
compared to 2012, which greatly reduced the pollution load brought
by the tail water from wastewater treatment plants to natural water.
In 2023, the energy consumption data of the water purification plants
in Kunming main city area decreased by 16% as compared to 2012.
As of 31 December 2023, 99% of the Company designed wastewater
treatment capacity reached the National Class | Standard A standard.
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For pollution sources that produce noises during the production ﬁ'ﬁifkiﬁﬁq:'?ﬁiﬂ*émﬁ G N =

process, such as fan equipment, the Company has taken measures 2 T K& %R EHRBEBREYEBIRE
such as installing blimps to reduce their impacts on the surrounding ¥ saﬁEElu:n REEETET BK Ié%yﬂifﬁ

environment. The Company strictly implements a running time from #?L 75 £8:00Z % - 10:00 ) 7 # B fH - B 22 & [
8:00 a.m. to 10:00 p.m. for the dehydration machine rooms inits E7T UHAHRBENFEL B A2 =8
production operation units close to residential areas while night running B 5| ELAEMIREE  REMIEE R R M EE
is strictly forbidden, so as to minimise the impacts on the environment.

At the same time, the Company has a well-established testing system

to obtain noise level which is used to guide its production.

Ad. Climate Change Ad. REE L

Addressing climate change has become a global public issue, and E¥H @ EZLEXE—EA2HMEQAEHE  JF
climate change will have an impact on all industries. Addressing '*EHIZ HERTEBEELEXE - AEEEHRE
climate change has become a global public issue, and climate change {I: ERMAREBERR HEeRERAELE
will have an impact on all industries. The Group has incorporated CHEREREFECGABMERGRERETHRR - HIET
climate change governance into its ESG management framework, 7@ FERENEE RESRNERBEET A EB
identified the risks posed by climate change and formulated MA&BREETEBRBEE BARKK ZE RN
corresponding countermeasures. In addition, it also conducts @GHE#BETHELE -

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, ZARQRRFPEZ[@AME K ZBHFKEE 5 KE
reclaimed water plants and running water plants in various regions 32 - BEKBE B RKKE  BHRES F £5 14
of the PRC and Laos. Based on the nature of our business andthe HEEAETEEKBEOBL 4B RIEBER
conditions of the water plants we operate and manage as well as #H BB REEREMETETEEMNT AR

the local climate, we identify the impact of climate on our day-to-day 2 WH|FIHENESTEER  HEEZEE - U J'E
operations and management, and formulate corresponding emergency # iRim A RA EEBETER O TR F L -

plans with clear emergency measures to deal with the adverse impact

of extreme weather on production and operations.
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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.

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 reduce carbon emissions and promote
green corporate development.
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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” ({# ZE 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” ({#
FEARHXMBEEE
are against any recruitment discrimination concerning age, marital

& K 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
1B & 17 ¥ £ )) and the “Rules for the
Implementation of the Provisional Staff Recruitment and Staff Mobility
Management Regulations” ((E THERABRDHER G T EE
¥ 41 1)), etc. to satisfy the arrangement on the recruitment, internal

on Remuneration” ({ Bl &

transfer, dismissal, 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.

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.
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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, continuously improves the staff benefits, and
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 2023, 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 2023.

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:

ARmMEMRARSTEFELEOREEERRERZT
BB 2L EEREE Bt )BEZ
2023F12ANMALMEFESFE MERZSER
K& 7 878 T8 W fE ] 5% R (i) 72023 £ 12 A
MM HEELKRERKEQRAB UKD EEHZ
ZRARSHEMBEHAIKE-

4. BI#EF

AAREBEIRHZENEERMN(BREL &R
Eard BR ER BER BRIF)IN-ERE
TREEMOMMERN - fl0: & AER - KK
o TERB - 458 E THEERETHRSY
F IRBIRHETERRR -

(1) BEREHR ARFAEURN EEHER-
FraAN R EATHEBAHEFAR TK:

Male to female ratio Employment type Age distribution
B % it EEER FROW
Labor
Contract dispatch
Region Male Female system system Under 25 26-35 36-45 46-55 Over 55
B g % REH SHIRES 2550 T 26-35%% 36-457% 46-55% 555 W £
Southwest region
(Yunnan, Guizhou, Sichuan) 770 391 830 331 55 509 334 218 45
AEmEER - EMN T
Eastern China region
(Anhui, Jiangsu, Zhejiang) 38 39 57 20 3 15 29 20 10
ERBE(ZH IE 0D
Central China region (Hunan) 1 4 15 0 0 5 4 5 1
EhitR0HE)
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(2) Details of employee turnover of the Company by gender, age  (2) AR A ERMER  FECAE B Ko

group and geographical region during the Reporting Period and
the proportion thereof are set out in the table below:

Male to female ratio

BLithl
Total turnover Male Female Under 25 26-35
ik g bd 5% 0T 26-357%

A
MEEMREBERARLMIFRETX:

Age distribution
RN
36-45 46-55
36-45 7% 46-55 7%

Over 55 Turnover rate
55BN £ BHE

Southwest region
(Yunnan, Guizhou, Sichuan) 69 48 21 5 45
mEmE(EE M E)I)

Eastern China region
(Anhui, Jiangsu, Zhejiang) 9 5 4 0 0
ERBERE IEF 1)

Central China region (Hunan) 1 1 0 0 1
EhigR0HE)
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B2. Health and Safety

The Company has been certified to quality, environmental and
occupational health management system standards in 2013, carried
out certification work on schedule every year to ensure that the
certification continues to be valid, and set 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” ((/ = A R £ M B & & &£ E /%)), the “Fire Protection Law
of the People’s Republic of China” ({ & Z A & &£ 1 B & 7 %)),
“Yunnan Province Safety Production Regulations” ({2 & % & 4
E 1% 11)) and “Kunming Safety Production Regulations” ((& B3 /1 %
& 4 E 1§ 1)) to establish a safety management system, construct a
dual prevention mechanism for safety risk classification 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, laws and regulations, fire safety and safety management
business knowledge, etc. for more than 1,300 people to improve
employees’ safety skills and awareness; organised and held regular
safety production meetings every month to learn the documents,
laws, regulations and standards related to safety production, collected
recent typical accident cases in China and the industry, carried out
safety production warning education, summarised and deployed safety
production work, so as to achieve planning, deployment, inspection
and implementation; carried out more than 50 on-site inspections
of safety production for subsidiaries, focusing on hidden danger
investigation and management; held comprehensive emergency drills
for safety production and organised publicity activities to improve the
emergency response, self-rescue and mutual rescue and emergency
response capabilities of employees; and organized and carried
out safety production publicity activities, such as “Ankang Cup”,
“Safety Production Month” and “Fire Safety Month”, to create a safe
production atmosphere. The Company regularly arranges occupational
health medical examination for all employees every year. 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.

NAR0MBFORBEEE RENBERREE R
RBARE ISFRIARABIE BEESH
BER RKPEARAMBR2EER) (F
EARAMBHEBZ (EMAREEEKRIDK
(BEATRE2EERIDSEERMB T ERER &2
YREEERR BEREARIBAEERESE
AEEERHES REEIX2AERABES
BR ARZ2FERHMRFMGE 2EHAE  LEM
BMREEZZ2EREBEPHFENHEE - 2FHEM
REXBRE ERER EH L2 R2EEXE
BRBSHEIN00B AR BB I 2RE

ER OGBRAABERT2EEN S BBLRE2LEE
BEXH ZEZAREELRS WEROHPER -
TERNADEYHRD WREZEZEEETHE £
BMHEELE2EETIE MEEHE BT -F
BE FRE HNBARHEZRELEERSRE
508k TEREBHERE  ABERT 2L
EFARZER BB IRESRE BREKE
EaRERN: EBRARTIZEN] (224 E
Al TBMZ2AISEFES 2EX2EER
B rREFEHNA2BEIRHRBERERR
ARAAEBEBETIEREEZE X R100% - A T&E

BEMLEREER BRAAKLCERERIBBEES
EH - MBREEENBEOBEIFE-REAAN K
BELEELZ2EREH RAREEENSBEE -
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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 members 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, studies the current production
safety situation, arranges production safety works. Thirdly, the
Company conducts production safety checks and pandemic prevention
and control checks on a regular basis, eliminates any hidden danger
at work sites promptly, eliminates occurrence of safety production
accidents and supervises 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 2023, the Company adopted a combination of in-depth
interviews and questionnaire surveys to conduct questionnaire
surveys and in-depth interviews with various business segments and
departments, so as to accurately identify training needs and form the
Company’s 2023 training demand survey results and training plans.
The annual training work was carried out around the five dimensions
of management efficiency improvement, compliance management,
new employee training, occupational ability and vocational skills
improvement, covering management ability, laws and regulations,
quality environment, occupational health, safety management,
professional technology, etc., to provide support for the quality and
efficiency improvement of all business segments of the Company.
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During the Reporting Period, the subsidiary-Training School passed the
review of self-recognition, filing and renewal of vocational skill level,
and can carry out enterprise vocational skill certification for sewage
treatment, water production and treatment engineering and other types
of work. In 2023, the Company successively carried out 6 batches
of vocational skills certification of sewage treatment workers/urban
sewage treatment workers and 1 batch of vocational skills certification
of sewage treatment workers/sludge treatment workers. Nearly 200
front-line employees of the Company applied for the certification
examination, 156 people passed the certification assessment and
obtained the vocational skills certification, and 25 new highly skilled
talents in sewage treatment were added.

During the Reporting Period, the Company’s training statistics
classified by employee level are as follows:

Training ratio of middle and senior staff: 95.6%
FREE TR 95.6%

Training ratio of general employees: 87.9%
—MREIXINL B 87.9%

During the Reporting Period, the Company’s training statistics
classified by employee gender are as follows:

Training ratio of male employees: 85.5%
SMHEIRINLLH :855%

Training ratio of female employees: 93.4%
ZMETE P - 93.4%

B4. Labor Rules
Prohibition of Employing Child Labor or Forced Labor

The Company strictly follows state and local regulations regarding
recruitment and hiring of employees such as the Labor Law of the
People’s Republic of China ((/F ## A R ¥ fl & % &) )% )), the Labor
Contract Law of the People’s Republic of China ((# & A & £ #0
% B) & [ /%)) and the Prohibition of Child Labor Provisions (%% I+
f# A Z T R &), 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
the information provided, and those who are found to have cheated
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.

BEHA HEBRARA-BIERBETRERRES
RETREREERE R Tt HI5KERE K&
ERETZETIBETERBERERE - 2023%F -
NEEERRE T6HITKEE T WEAFKERE T
BEREERRE 1HRFTKEEL 5REERE
TRERESRAET QA —HKREITR200ARRK
AREEA 16ABBRAEERLESE EREE
ERRERE FLTKERFESREATBA-

BEHA FARAREIRNETDERANR
FIERMT

The average duration of study: 40.3 hours
FHEBERR 40386

The average duration of study: 35.2 hours
FHEERK 3528K

BREHRN ARRKRBEIMRNET»BERIHX
FERIMT

The average duration of study: 35.8 hours
FTHEERK  3582K

The average duration of study: 34.0 hours
FHEEHEK 34082
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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.

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 # 1 i B2 & 12 37 5%)), the
12 1 %)), the “Production
Operation Procurement Management Measures (Trial)” ({ £ E &
THEREBIEEBRHR XY T

management of various activities of the entire procurement process

“Contract Management Measures” ({(& [f] &

))) and other systems to standardise

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.
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In order to standardise the procurement work of the Company and its
subsidiaries and improve the procurement management system, each
subsidiary is required to formulate and strictly implement procurement
management rules according to its own actual situation and in
combination with the requirements of the Group’s overall procurement
policy. 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.

During the Reporting Period, the Company and its subsidiaries had
a total of 1,268 suppliers, of which the headquarters of the Company
had 152 suppliers. Major suppliers of the Company and its subsidiaries
were independent third parties based in China, most of which were
based in Southwest China. 793 suppliers were mainly in Southwest
China, 326 suppliers were in East China, 98 suppliers were in
Central China, and 51 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 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 Shangli Jiushun Trading Co., Ltd.* (FEZAIEE 5 B R A 7))
which provide water treatment chemicals and others materials for the
operation and maintenance of our facilities.
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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
S5 K R IR MOS R HE R &
Checking and Accepting Completed Installations of Environmental
Protection of Construction Projects” (2% H B % T R IE R & 5 W
& ¥ ¥5%)) and “Domestic Drinking Water Sanitation Standards” ({4
B KB R

up and implements an internal standardisation management system

), the “Management Regulations for

), etc. With reference to its own conditions, it sets

on basis of GB/T24001-2016 “Environmental Management System —
General Guidelines on Implementation” (GB/T24001-2016¢ & % &
HEE R Bk R F A E)), GB/T19001-2016 “Quality Management
System — Requirements” (GB/T19001-2016¢ & & & £ B2 X & 3 ))
and GB/T45001-2020 “Occupational Health and Safety Management
Systems — Requirements with Guidance for Use” (GB/T45001-2020< B;
¥RFELXEEBEBREXRRERERD).

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 %
{t i& 77 F i) which has been adapted under the “one manual for one
plant” principle that highlights respective conditions of each plant,
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 the quality of effluent water meets
the 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 ({3 $& ;5 7K iz 3%
5 2 ) BE PR %) (GB18918-2002)).
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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.

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.
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B7. Anti-corruption Efforts

Anti-corruption and anti-fraud compliance are the basic compliance
risks of the Company’s compliance system and have always
been one of the important contents of the Company’s compliance
system construction. 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” ({/F ¥ A R &£ # B 2 8] %)), the
“Supervision Law of the PRC” ({2 A R # #1 [ 85 52 %)), the “Law
on Tendering and Bidding of the People’s Republic of China” ({# #
AR B B2 12 5X)), the “Anti-Unfair Competition Law of the
People’s Republic of China” ({1 % A R * M B R T IE & 3 F %)),
the “Anti-Money Laundering Law of the People’s Republic of China” ({/
#= AR AL ME %8 5%)) and the “Interim Provisions on Prohibition
of Commercial Bribery” (B R L IF A ZEHRIT AN ETHET)),
to ensure effective protection of legal interests of the Company and
stakeholders including the employees, investors, creditors.

The Company has included integrity and honest practices in the code
of conduct for all staff and management. As of the end of the Reporting
Period, the Company has established a total of 12 relevant systems,
formulated a list of work responsibilities, implemented quarterly
assessments to ensure early detection and rectification of problems;
established and strengthened the awareness of anti-corruption and
self-discipline and integrity among all management members and
staff through system training and meetings; 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. 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 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.
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During the Reporting Period, the Company investigated and dealt with
3 problem clues forwarded by the superior, 1 problem clue handed
over by inspection, and 9 cases forwarded to and handled by the
superior discipline inspection commission after investigation. 3 persons
were given warnings and organised to handle, 10 persons were given
disciplinary sanctions (administrative) by the Party, and 10 persons
were reminded to talk. During the Reporting Period, the Company had
four concluded legal cases regarding corrupt practises brought against
its employees, (i) the defendant employee no. 1 was sentenced to
15 years and 6 months in prison for bribery, and was fined RMB4.03
million and fined the relevant funds; (ii) the defendant employee no.
2 was convicted of the crime of corruption and was sentenced to
11 years’ imprisonment with a fine of RMB600,000 and the relevant
fines; (iii) the defendant employee no. 3 was convicted of the crime
of bribery and was sentenced to 10 years’ imprisonment with a fine
of RMB500,000 and the relevant fines; (iv) defendant employee no. 4
was sentenced to three years in prison, five years in prison, a fine of
RMB200,000 and disgorgement of relevant funds due to the crime of
bribery.

Save as above, during the Reporting Period, there were no other
concluded corruption litigation cases brought against the Company.

The Company has formulated the “Administrative Rules for Complaints
and Whistleblowing” ((#&&F £ R E E#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 & LR E B E B %
H B E I E)) and the Accountability Management Measures
KBEE

they will be held accountable according to relevant systems, and

it % ) ), 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.
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1. Perform the Main Responsibility of the Party Committee

and promote strict Party governance

In 2023, the Party Committee of the Company focused on the
requirements of corporate Party building in the new era, thoroughly
implementing the spirit of the 20th National Congress of the
Communist Party of China and the 2nd Plenary Session of the 20th
Central Committee of the Communist Party of China to promote a
comprehensive and strict governance of the Party. During the year, 34
Party Committee meetings were held, of which a total of 366 “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.

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, strives to improve the effectiveness of supervision
and discipline, established and improved the organisational system,
and strengthened the supervision force. A total of 9 full-time discipline
inspection cadres and 15 part-time discipline inspection cadres were
set up. Based on the Company and its subsidiaries, a collaborative
mechanism was established to form three lines of defence for
business supervision, functional supervision and special supervision,
highlighting the responsibility positioning of audit and economic
physical examination, and highlighting the special supervision role of
the discipline inspection department.

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.
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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 development of the community. In 2023, the
Company actively relied on the work of “double registration, double
service and double reporting” for the Party members, organising Party
members and employees to participate in community voluntary service
activities, helping residents solve practical problems, and providing
services to 635 persons.

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.

In the future, the Company will continue to fulfill its social
responsibilities enthusiastically, adhere to the values of “being
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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