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CHAPTER ONE CORPORATE INFORMATION
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CHAPTER TWO LETTER FROM THE CHAIRPERSON

Dear Shareholders,

The year of 2025 marks the conclusion of the 14th Five-Year Plan and
represents a decisive year for Yunnan Province’s “3815” Strategic
Development Goals, specifically the “Three-Year Leap Forward”
initiative. Kunming Dianchi Water Treatment Co., Ltd. (the “Company”)
has consistently aligned its efforts with the “Dual Carbon” goals,
firmly embracing the principle that “lucid waters and lush mountains
are invaluable assets”. By focusing on our core responsibilities,
driving efficiency gains, mitigating major risks, and maintaining
stable operations, we are advancing the Company’s high-quality and
sustainable development.
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
oo oobod

PERFORMANCE REVIEW:

In the first half of 2025, amid a complex and volatile global environment
and challenging economic conditions, the Company’s Board of
Directors and management team remained strategically focused,
adhering to the principle of “pursuing progress while ensuring stability”.
By concentrating on core business operations, optimising functional
priorities, enhancing management efficiency, and sustaining cost-
reduction initiatives, the Company ensured stable performance across
all operational aspects during the period. For the six months ended 30
June 2025, the Company recorded operating revenue of RMB670.8
million; net profit attributable to Shareholders of approximately
RMB131.9 million; and basic earnings per Share of approximately
RMBO.13.

In terms of core business operations, the Company has consistently
adhered to the principles of “quality first and efficiency priority,”
emphasising operational performance as the cornerstone of its strategy.
By focusing on strengthening core competencies and optimising
operational structure, the Company has consolidated its wastewater
treatment business as the foundation for sustainable development,
directing resources to core operations to enhance efficiency. In the first
half of 2025, the Company’s self-operated wastewater treatment plants
processed 314.4 million cubic meters of wastewater and supplied 53.6
million cubic meters of water (including running water and recycled
water). All treated wastewater met discharge standards, quality of
water supplied achieved full compliance, energy consumption metrics
remained within targeted ranges, and all designed treatment capacities
complied with national emission standards.

In terms of operational management, the Company has established a
group-wide control system and enhanced its operational management
framework, consistently advancing initiatives to focus on core business
areas, streamline management hierarchies, and reduce the number of
legal entities. Simultaneously, it has actively promoted the application
and implementation of facility and equipment upgrade projects to
enhance production and operational efficiency, thereby achieving cost
reduction and efficiency improvement objectives.
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CHAPTER TWO LETTER FROM THE CHAIRPERSON

In terms of corporate governance, the Company has continuously
optimised its internal governance structure by abolishing the Board
of Supervisors and consolidating its relevant functions into the Audit
Committee. Concurrently, it has established a strategic-oriented,
scientific internal control and risk & compliance management
framework to ensure high-quality development.

Regarding asset management, the Company focused on its core
operations and completed the liquidation and deregistration of several
subsidiaries in the first half of the year, achieving the objectives
of organizational streamlining and standardized management.
Simultaneously, in response to industry trends and leveraging

god oboogao
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
oo oobod

In terms of financial resource management, the Company places
high priority on cash flow control, enhancing capital supervision and
improving relevant financial systems. In the first half of the year, the
Company established a Financial Center to optimise its capital and
financing management framework, accelerating the deep integration
of business and financial operations. Concurrently, the Company
intensified its accounts receivable collection efforts to improve capital
efficiency and ensure robust funding support, thereby safeguarding
stable corporate development.

PROSPECTS:

In the second half of the year, the Company will adhere to the
overarching principle of “seeking progress while maintaining stability,
and using progress to consolidate stability”. We will uphold the working
principle of “ensuring stability, preventing risks, advancing reforms,
strengthening management, and improving quality and efficiency”,
balancing safety and stability with reform and development. By
fostering and expanding new quality productive forces, enhancing
the Company’s endogenous growth drivers, and promoting deep-
level reforms, we will achieve high-quality, stable, and sustainable
development.
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CHAPTER TWO LETTER FROM THE CHAIRPERSON

Simultaneously, the Company will continue to focus on its core
business while actively aligning with China’s green development
strategy. Guided by the national vision of building a Beautiful China,
we remain steadfast in implementing the principle that “lucid waters
and lush mountains are invaluable assets” by enhancing wastewater
treatment and reclaimed water utilisation efficiency. Concurrently, we
will deepen innovation in key technologies for solid waste disposal
and resource recovery, intensify energy conservation and emission
reduction efforts, and improve operational quality and efficiency.
Furthermore, we will accelerate green and low-carbon transition,
fostering new business models that integrate digitalisation, smart
technologies, and green solutions with traditional industries, thereby
making substantive contributions to regional sustainable green
development.

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.

Zeng Feng
Chairperson
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CHAPTER THREE DEFINITIONS

oo o0Oo

“Anju Group”

gooooo O

“Audit Committee”
goooooo O
“Board” or “Board of Directors”

ogoooo O

“Board of Supervisors”

ooood O
“China” or “PRC”

oooo O
“Company”

oooooooboog O

“Controlling Shareholder”

gooooo O

“Corporate Governance Code”

gooooooo ]

*  For identification purpose only
*DOoooo

Kunming Anju Group Co., Ltd* (0 0 0 O 0O 0O O 0O O O O) (formerly known as
Kunming Public Rental Housing Development and Construction Management
Co,ld* (000000000 O0DOOOOOOOONO), alimited liability
company incorporated in the PRC in February 2011, which is directly owned
as to 65.05% by Kunming SASAC, and is not a connected person as defined in
the Listing Rules

goooobooboob0obobuoboobuoooooobobobooboo

gMmoobz201102000000000000000000O0O0DO0OO
gooO0esoswdooOooooOOooooOOoOooan

the Audit Committee of the Company

ooooooooo

the board of Directors of the Company

oooooan

the board of Supervisors of the Company

oooooao

the People’s Republic of China

ooooooao

Kunming Dianchi Water Treatment Co., Ltd. (0 O 0 OO0 000 0O 00O 0O),
a joint stock company established in Yunnan Province, PRC, with limited
liability on 23 December 2010 in accordance with PRC laws, and, if the context
requires, including its predecessors and subsidiaries

gooogooooooooooboOooooOobOezolod1zo23p0 0O
goooooooooO0oOooooooobooobooooooao

has the meaning ascribed to it under the Listing Rules and represents Kunming
Dianchi Investment Co., Ltd* (0D O O O 0 O 0O 0O O O O O), alimited liability
company established in Yunnan Province, China on 13 October 2004

goooooooobooobooboboooooooboooOoOoOoOODbao2o04
gloowRBooooooooooboooooao

the Corporate Governance Code as set out in Appendix C1 of the Listing Rules

goobooobocioomooooooo
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“Director(s)”

gooo O

“Domestic Share(s)”

goooo O

“Group” or “we” or “our” or “us”

oooooooooo O
“H Share(s)”
OHOO O

“HK$", “Hong Kong dollars”,
“HK dollars” or “HKD”

oooo 0

“Hong Kong Stock Exchange” or
“Stock Exchange”

gooooooooboooo O
“KADI”
gooooooooo O

*  For identification purpose only
D OoOooo

CHAPTER THREE DEFINITIONS
oo oOo

director(s) of the Company

ooooo

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

PRC and/or entities incorporated in PRC

goooooboocooooobrooOOobobooooboooooooonn
oooooOooocoooooooan

the Company and its subsidiaries
Ooooooooo

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

goooODooooobooOoo0o00O0DODOOO0OOoDOOobOOOoOooOoonn
oooooODoDoOooog

Hong Kong dollars, the lawful currency of Hong Kong

oooooooo

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

gooooooooooooogoooooobooobboooooooo

Kunming Agricultural Development Investment Co., Ltd* (0 0O 0 0 O 0O 0O O O
0 O 0), 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

gobooobooooooooooboobz009b06e0290 000000000
gobooobooooooooooooowooooooooooooao
oooooao

goooooooogobno 2025500000
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CHAPTER THREE DEFINITIONS
oo oo

“KDI” or “Kunming Dianchi
Investment”

gboooooo O

“Kunming Construction”

oooooo O
“Kunming DIG”
oooooooooo O

“Kunming SASAC”

gooooogo O

*  For identification purpose only
*DOoooo

Kunming Dianchi Investment Co. Ltd* (0 0 0 0 0 00O O 0O O O O ), a company
established in Yunnan Province, PRC with limited liability on 13 October 2004,
which is a Controlling Shareholder of the Company

o0oo0oo0ODo0oo0oO0oooobOoboO0oooooDoezoo4b 1001300 0000000
ooooooooooooooooo

Kunming Municipal Urban Construction Investment & Development Co., Ltd.*
(0 0000000000000 0),alimited liability company incorporated
in the PRC on 15 May 1997, which is directly owned as to approximately
84.42% by Kunming SASAC, and is not a connected person as defined in the
Listing Rules

gooOoooooOoooboooooobooboe97rosglsgnoooooan
goooOo0OocoobOoobOoOooOoooooDoos442%00000000n
ooooooao

Kunming Development Investment Group Co., Ltd* (D OO0 OO OO 0O0OO
0 0), a wholly-state-owned company with limited liability incorporated in the
PRC on 27 January 2010, which is wholly owned by Kunming SASAC, held
20,959,760 Domestic Shares of the Company as at the Latest Practicable
Date, representing 2.04% of the total share capital of the Company, and is not
a connected person as defined in the Listing Rules

gobOoooooOo0ooobobooozoooloz2rooooooooOoan
gooogooooooocooobooooobollowooooooooao
oooooO0ozo0959, 76000 0000O0DO0O0OO0OOZ204% 000000
ooooooooo

the State-owned Assets Supervision and Administration Commission of the
Kunming People’'s Government (U 0 0 0 0000000 OOOOOOO),
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

goooooooobOoooooooooooooooboooboobooooan
goooooooooooobmoooooooooooopoooooan
goooooooOoooboooobobooobooobDoobooboboooooon
ooooooDooo
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“Latest Practicable Date”

ooocooooooo

“Listing Rules”

gooooo

“Model Code”

gooooo

“Nomination Committee”

gooooooo

“Remuneration and
Appraisal Committee”

oooooooooo

“Reporting Period”

goooo

“RMB” or “Renminbi”

goooo

“SFO”

ooooooooo

“Share(s)”

oooo

CHAPTER THREE DEFINITIONS
oo oOo

12 September 2025, the latest practicable date for the inclusion of certain
information and data in this report prior to its publication

2025090 120000000000 000CO0ODOO0O0O0O0OOOODOGDO
oooao

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

gooooooOOoOOcOoOOooboooobooooooDboDbOOoboo

the Model Code for Securities Transactions by Directors of Listed Issuers as
set out in Appendix C3 of the Listing Rules

00oo0oo0ocmooooooooooooooooooo
the Nomination Committee of the Company
ooooooooo

the Remuneration and Appraisal Committee of the Company

gooooooooooao
from 1 January 2025 to 30 June 2025
20250 1010 0 20250 60 300 O

the lawful currency of the PRC. Unless otherwise specified, the values
contained in this interim report are denominated in RMB

gooooooooboooooooooboooooogoo

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong),
as amended, supplemented or otherwise modified from time to time

00o0o0o0oooooooooos7iddooo0oooooooDoooooon
H Shares and Domestic Shares

HOOOOO

goooooooogobno 2025500000
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CHAPTER THREE DEFINITIONS

od oo

“Shareholder(s)”
goog

“Suijiang Guorun Water”

gooooooo

“Supervisor(s)”

oooo

“Yiliang Guorun Water”

goooooogo

“Zhaotong Guorun Water”

gooobooogo

*  For identification purpose only
*DOoooo

holder(s) of the shares of the Company

oooooooao

Suijiang Guorun Water Treatment Co., Ltd*(C OO0 O OO0 O O O O) (formerly
known as Suijiang Dianchi Water Treatment Co., Ltd.* (0 O O O O O O O
0 0)), a former wholly-owned subsidiary of the Company. On 29 December
2023, the Company entered into the Equity Transfer Agreements with an
independent third party to sell its 80% equity interests, and it is currently an
associate in which the Company holds 20%

gooooooooomoooboooooooobooomoooooooaon
oo0oo0o00o0z0230120290000000000O00O0O0O0O0OOOO
goooswooooooooooo20%0 0000

supervisor(s) of the Company

ooooano

Yiliang Guorun Water Treatment Co., Ltd.* (0 O O 0O 0O 0O O O O O) (formerly
known as Yiliang Dianchi Water Treatment Co., Ltd* (D 00 0O 0O 0O 0O O 0O)),
a former wholly-owned subsidiary of the Company. On 29 December 2023, the
Company entered into the Equity Transfer Agreements with an independent
third party to sell its 80% equity interests, and it is currently an associate in
which the Company holds 20%

gooobODoooooomoooboooooooooomoobooooonon
go0oo0000z20230120290000000000000000O0OO0O
ooooswoooooooooooDnD2%0 0000

Zhaotong Guorun Water Treatment Co., Ltd* (0 O 00 0 0 O O O O) (formerly
known as Zhaotong Dianchi Water Treatment Co., Ltd* (D O 00 O OO O
0 0)), a former wholly-owned subsidiary of the Company. On 29 December
2023, the Company entered into the Equity Transfer Agreements with an
independent third party to sell its 80% equity interests, and it is currently an
associate in which the Company holds 20%

gooooooooomoooboooooooooomooboooonon
go0oo0O000z202301202900000000000O00O00O00O0ODOODOO
ooooswooonoooooooD?20%0 0000
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“BOO”

0BOOO

“BOT”

0BOTO

“BT”

oBTO

“TOO”

0Too0O

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
oo 0oooog

Build-Own-Operate, a project model under which an enterprise undertakes
the financing, design, construction of wastewater treatment or water supply
facilities. Such facilities are owned by the enterprise, and the enterprise 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 running 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

goooobOooooOocOoOoobOoocoOooooOoOoOoOooobOOobooOooao
gooooooooooooooOoooOoooboOoOoOoobooOoboOoooaon
gooooooobooocooooboooooboobooobooobooooaon
gooooooooOocoooooooooooobooooboooobooooaon
oooooooo

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 the 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

gobooooboobooooOooOooobooooobOobODOOObOOOoOoOoooao
gooooboocoooobooOoobocoOooooooOoocoOoooooOoOooboOoon
goobcooooooooooobooboOoboooooooboooooooaon
gooooooooOocOobOoOooOocOoOoOooOooOoCcOoOooOobOOoboOoooaon
ooooooobooocboooogao

Build and Transfer, a project model whereby an enterprise undertakes the
financing, design and construction of a facility on behalf of the proprietor(s) for
relevant fees to be paid by the proprietor(s) during and upon the completion of
the construction

goocoo0ooooooOooOoobOoOoOooOoOOoOoOOOOOOODOOOOon
gooooboooOooooOooooooobooooboo

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 running 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

gobooooboobooooOooOooobooooobOobODOOObOOOoOoOoooao
gooocooooocooooooooooboOooOoOoOobOobOOoboooooo
gooooooboooooooobooobOobOoooooooOooboooaon
gooooOooOoOoO0cO0OCcOoO0oOoooooooOOOcOoOooooooao
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

od oogo

“ToT”

OoTOoTO

“utilization rate”

goooo

“wastewater treatment”

gooooo

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 running 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

goboooobobooooooOooboooooboOoobObOObOOOoOoOoooao
goooooooOoooooooooobooboooboobcooooooooao
gooooboooooooboboooooOooOooobooboooooOoobooooaon
gboooooooo0ooOooocOobOoOooOoOOoOoOOoOoOOOoOoOoOOoOnn
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the actual volume of water supplied or wastewater treated divided by the
designed volume of water supplied or wastewater treated for a given period
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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 it to be discharged into a water body or
reused
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CHAPTER FIVE  SUMMARY OF FINANCIAL AND OPERATING DATA
oo Ooooooooof

I FINANCIAL SUMMARY od ooono

For the six months ended 30 June

gbe03o0OO0OOOO

2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
(Unaudited) (Unaudited)

gooooo oooooo

Revenue oo 670,821 738,567
Profit before tax oooao 157,789 197,880
Income tax expense gooooao (25,740) (49,525)
Profit for the period oooo 132,049 148,355
Attributable to: oooo

The equity holders of the Company gooooooo 131,867 148,033

Non-controlling interests oooooao 182 322
Other comprehensive (loss)/income ooooooooomoao

for the period (14) 1,098
Total comprehensive income for the period oooooooao 132,035 149,453

Earnings per Share for profit attributableto 000000000000 OOQOO
the equity holders of the Company during oo0oo0oo0Wwoooooooog
the period (expressed in RMB per Share)
Basic and diluted earnings per Share ooooooDooo 0.13 0.14
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CHAPTER FIVE  SUMMARY OF FINANCIAL AND OPERATING DATA
gbod obogobobod

. SUMMARY OF OPERATING DATA o0 Oboooono
As at 30 June
060300
2025 2024
20250 20240
Capacity ('000 n?® per day) DWwoooooono
Wastewater treatment gooao 1,865 1,853
Reclaimed water supply ooooao 334 329
Running water supply ooooao 75 75
For the six months ended 30 June
Ooe03o0 000000
2025 2024
20250 20240
Volume ('000 n? per period indicated) Oooooooooon
Wastewater treatment oooao 314,424 328,896
Reclaimed water supply gooooao 49,616 48,402
Running water supply ooooo 3,973 3,907
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

l. OPERATING ENVIRONMENT

In the first half of 2025, the international environment grew increasingly
complex and volatile, with the global economic order suffering severe
shocks, leading to heightened instability and uncertainty. Confronted
with such a complex and challenging external landscape, China’s
economy withstood pressure and forged ahead. Upholding the general
principle of seeking progress while maintaining stability, the state
fully and faithfully implemented the new development philosophy,
accelerated efforts to foster a new development paradigm, and
balanced domestic economic priorities with international economic
and trade competition. Leveraging more proactive and effective macro
policies, it ensured overall economic stability and steady improvement.

The year of 2025 marks the concluding year of the 14th Five-Year
Plan and a pivotal year for fully implementing the reforms to deepen
ecological civilization institutional development and advancing
the construction of a Beautiful China. China continues to promote
ecological civilization through adhering to the principles of targeted,
scientific and law-based pollution control with a focus on building a
Beautiful China. Efforts are being made to synergize carbon reduction,
pollution control, green development and economic growth, so as to
better balance high-quality development with high-level environmental
protection, and prevent and control ecological and environmental
security risks with enhanced effectiveness, and further deepen reforms
in the ecological and environmental sector. Such measures aim to
steadily improve environmental quality, enhance ecological governance
efficiency, and accelerate the establishment of a new framework for
a Beautiful China underpinned by modernization of harmony between
humanity and nature. The 2025 National Conference on Ecological
and Environmental Protection outlined eight key tasks for ecological
and environmental governance throughout the year, calling for the
establishment of high-standard regulatory, governance, standard,
policy and technological systems to ensure the successful completion
of the ecological and environmental protection goals proposed in
the 14th Five-Year Plan. With the improvement of the national policy
framework for ecological and environmental protection sector, and
the tightening of the requirements for high-quality development
in environmental governance, the industry is gaining sustained
momentum for growth and high-quality development.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obdooogobd

The Company engages in wastewater treatment. In 2025, adhering
to the overarching principle of “pursuing progress amid stability,
and reinforcing stability via progress”, we focused on production
management, continued to enhance wastewater treatment and
recycling efficiency, deepened energy conservation and consumption
reduction efforts, and improved operational quality and efficiency.
Besides, we made bigger gallops towards the establishment of new
business models integrating digitalization, intelligence and green
technologies with traditional industries, propelled the development
of digital economy, and built smart water plants. Additionally, we
strengthened the popularization and application of technological
innovations in “distributed photovoltaic” projects to enhance asset
utilization efficiency, promote green development and enhance
operational returns, aiming to continuously advance the Company’s
steady, sustainable and high-quality growth.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

1. Overview of Wastewater Treatment Industry

Since the 20th National Congress of the Communist Party of China,
the state and local provincial and municipal governments have
successively introduced a series of institutional policies to strengthen
the construction of ecological civilization, aspiring to promote green,
low-carbon and high-quality development. These policies propose to
improve the fundamental systems of ecological civilization, refine the
ecological environment governance framework, and enhance the green
and low-carbon development mechanisms to facilitate harmonious
coexistence between man and nature. The policies also raise the
requirements to uphold the integrated protection and systematic
governance of mountains, rivers, forests, farmlands, lakes, grasslands
and deserts, while coordinating industrial restructuring, pollution
control and ecological conservation, and synergistically advancing
carbon reduction, pollution mitigation, green development and
economic growth, with the aim of enhancing the modernization level
of green development governance systems and capabilities. In May
2025, the state issued the Protection and Construction Action Plan
for Beautiful Rivers and Lakes (2025-2027) 0 OO0 OO0 O0OQOOd
0 0O 0O 0 (2025-2027 0 )0), proposing multiple measures, including
improving the remediation effectiveness of river sewage outfall,
strengthening water pollution prevention in industrial parks, enhancing
domestic sewage collection and treatment, and promoting rural non-
point source pollution control, which clearly defined the objectives
for the construction of beautiful rivers and lakes. The Implementation
Opinions on Strengthening Scientific and Technological Innovation
in the Ecological Environment Field to Promote the Construction of a
Beautiful China 0 O 000 O0D0D0DO0D0ODODO0ODODODODODODDOOOO
0 00O 0O 0O 00 focused on key technical issues such as intelligent
water pollution monitoring in river basins, emerging pollutants
treatment, comprehensive utilization of solid waste, and green resource
utilization technologies of biomass. Meanwhile, the state continues
to advance the reform and improvement of the pricing mechanism in
the wastewater treatment industry, actively promoting the transition
of ecological compensation methods from fiscal compensation to
market-oriented compensation to attract social capital participation
in ecological resource protection and restoration. Driven by such
initiatives, the wastewater treatment industry has demonstrated rapid
development amid transition towards quality growth momentum.
However, along with the industry growth, challenges such as intensified
market competition, accounts receivable risks, regional development
imbalances are mounting, while issues including pipeline leakage,
standardized sludge disposal and urban-rural governance gaps still
remain inconsistent with the requirements of high-quality development.
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Confronting both the opportunities and challenges in industry
development, the path to ongoing high-quality growth will focus
on strengthening technological innovation, enhancing operational
efficiency, widespread adoption of smart water management systems,
accelerated wastewater recycling, and tapping of rural wastewater
treatment markets.

2. Overview of Reclaimed Water Industry

Reclaimed water, as a sustainable water resource, effectively alleviates
urban and industrial water shortages. It not only mitigates pollution of
natural water bodies caused by direct wastewater discharge, but also
enhances the ecological environment of rivers, lakes and wetlands
through ecological water replenishment, thereby extending and
optimizing the water industry chain.

The Guidelines on Promoting Wastewater Resource Reutilization
goo0oo0DoDO0OO0DO0O0D0OD0O0O0D0dDOaOdDDOoO andthe Action Plan
for Upgrading Environmental Infrastructure (2023-2025) 0 O O O O
0000000 O0O0DOD (2023-20250 )0) have established clear
targets for reclaimed water utilization. The introduction and sustained
implementation of policies such as the Guidelines on Accelerating the
Development of Water Conservation Industries 00 0 0 000 00O
0 00 0O 0O 00 and the Three-Year Action Plan for Reclaimed Water
Utilization in Key Cites {0 0 000000 O00OOO0OOOO) have
boosted market adoption of reclaimed water. In recent years, driven
by technological innovation, national policy incentives and expanding
market demand, the reclaimed water sector has experienced
accelerated growth. With its substantial economic, social and
ecological value, coupled with ongoing technological advancements
and increasing market utilization rates, reclaimed water continues to
inject sustained momentum into industry development.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

3. Overview of Municipal Water Supply Industry

China’s urban water supply industry has achieved remarkable progress
in recent years, with continuous infrastructure improvements and
steady service capacity enhancements, forging a well-developed water
distribution network. In recent years, policy documents such as the
Outline of National Water Network Construction Plan 0 O O 0 O O O
0 O O 00 and Guidelines for Digital Transformation in Urban Water
Services U0 00O 0O0O0OOOO0OO OO promulgated by the PRC
government have formally incorporated urban water supply into China’s
national strategic framework. Policy priorities have shifted from basic
supply assurance to smart, green and resource-efficient solutions,
exemplified by initiatives to increase smart water platform coverage
and boost reclaimed water utilization rates. Local governments are
incentivizing private sector participation in aging pipeline upgrades
R&D through fiscal subsidies and tax benefits.

Digital technology has become the core driving force behind the
upgrading of China’s urban water supply industry. 10T sensors, big
data analytics, and Al-powered decision systems are now widely
applied throughout the entire water supply lifecycle management,
significantly improving both supply efficiency and service quality. With
respect to smart water management, the urban water supply sector has
moved beyond traditional pipeline maintenance models to establish
an integrated intelligent water supply system. Driven by the “Dual
Carbon” goals, the industry is placing greater emphasis on green and
resource-efficient development. Overall, China’s urban water supply
sector enjoys broad market prospects. With accelerating urbanization,
demand for urban water supply will continue to grow, accompanied by
increasingly stringent requirements for water quality safety and service
accessibility, which will create numerous development opportunities for
water utilities.

gbobobooooon

gbod obdooogobd

3. ooooooboo

gooooooooooboboooooooboboooo
goooooooOoooooooooooboobooao
goooooooOoooobOooooooooDooon
ooooooooooOoooooooao
uoomoooooooooooobooooao
ooboooooOooboobOOooobobOooDboOoo
oooboooooooocooooooooooan
goooboooooooooobooooobooDoon
ooooooooOoOoOooooooooooDooo
oooooooooooog

ooooooooooboboooooooooao
ooobooocoooocooooocobooooooao
gooooooooooboboboooooobboooo
obOooooooobOoooboboooboooan
ooboooooDoODoOOoOOoOOoOooooooDbooan
o0o0oooooODOoOOoO0ODOO0O0OOOO0O0O0Oooo
oooooo0ooOoOoO0oOoOoOoOooOoOooOooooaon
ooobO0oooooooooooooooooo
obOooooocoobOooocOoocbOobOoooOoaon
ooOooooooOoOoocooooooooooan
oooooDooOooDOOooOoOoDOOooOoOoOooOOooo

202500000

23



24

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obdooogobd

. DEVELOPMENT STRATEGY AND FUTURE
PROSPECTS

The year of 2025 marks the conclusion of China’s 14th Five-
Year Plan and the first critical milestone toward the 2035 long-
range objectives. Amid a complex and ever-changing domestic and
international economic landscape, the Company will continue to
uphold the overarching principle of “pursuing progress amid stability,
and reinforcing stability via progress”, actively align with the nation’s
green development strategy, solidify our foundation, balance risk
management with security, focus on our principal business, and
ensure steady operations. Firstly, we will strengthen and enhance
our core business to boost core functionalities and sharpen core
competitiveness. Secondly, we will optimize development strategies
to improve management and investment efficiency. Thirdly, we will
upgrade industrial layout, develop new quality productive forces, and
press ahead with the reform of state-owned assets and enterprises.
Fourthly, we will maximize the efficiency of existing projects, uncover
cost-control potential, intensify debt recovery efforts, and diversify cash
flow sources through multiple approaches. Meanwhile, the Company
will persistently explore innovative technologies and methodologies,
streamline service processes, and elevate service quality to achieve
high-quality and healthy growth amid stable operations.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

1. BUSINESS REVIEW

The Group principally adopts the TOO, TOT and BOT project models,
with a focus on the TOO model. For the six months ended 30 June
2025, our TOO projects contributed to 63.8% of our total revenue.
Our TOT and BOT projects contributed to 14.8% 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 models, we finance, construct and operate relevant
facilities. After the expiration of the relevant concessions, we either
obtain new concessions from or transfer the relevant facilities back
to the relevant local governments, depending on project types. As at
30 June 2025, we had a total of 38 water plants under concession
agreements (including wastewater treatment plants and running water
plants), all of which were in operation. Among such 38 water plants in
operation, 14 were TOO projects, 2 were TOT projects, 20 were BOT
projects and 2 were BOO projects.

Wastewater Treatment Projects

As at 30 June 2025, we had a total of 34 wastewater treatment plants
in operation (including 14 in the main city of Kunming and 20 in other
areas of China), with a total wastewater treatment capacity of 1.87
million m® per day. Additionally, urban wastewater treatment facilities
entrusted to us for management have a total designed wastewater
treatment capacity of 0.15 million m® per day. Meanwhile, we have
been entrusted to operate and manage rural domestic sewage
collection and treatment facilities in 887 villages, covering 11 counties.
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.
As at 30 June 2025, all of our wastewater treatment plants are
designed and operated in full compliance with national and industry
standards, and 99.9% of our designed wastewater treatment capacity
reached the National Class | Category A standard.

Reclaimed Water Business

For our reclaimed water business, as at 30 June 2025, we had put into
operation 12 reclaimed water stations and 2 secondary booster pump
stations. At the same time, we provided entrusted operation services
for 5 reclaimed water stations/booster pump stations, with a total
designed daily production capacity of 334,000 m?® for the reclaimed
water facilities.
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Running Water Business

For our running water business, as at 30 June 2025, we had 4 running
water plants in the PRC, including three in Yunnan Province and one
in Hunan Province, all of which were in operation.

During the Reporting Period, the Company’s supply of running water
amounted to approximately 3.973 million m?3.

IV. FINANCIAL REVIEW

1. Consolidated Results of Operations

Our revenue decreased by RMB67.8 million, or 9.2%, to RMB670.8
million for the six months ended 30 June 2025, from RMB738.6 million
for the six months ended 30 June 2024. Gross profit decreased by
RMB53.1 million, or 14.5%, to RMB313.9 million for the six months
ended 30 June 2025, from RMB367.0 million for the six months
ended 30 June 2024. During the Reporting Period, the revenue from
wastewater treatment services, reclaimed water and running water
supply and other segments accounted for 73.3%, 10.2% and 16.5% of
the total revenue, respectively.
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The following table sets out our consolidated results of operationsfor OO0 O0O0O000O00OO0OO0OOOOOOO
the periods indicated:

For the six months ended 30 June
(Unaudited)

ObOed3000O0O0OO0O0OO

goooboog
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
Revenue oo 670,821 738,567
Cost of sales oooo (356,890) (371,597)
Gross profit oo 313,931 366,970
Selling expenses oooo (520) (591)
Administrative expenses oooo (25,340) (32,181)
Net impairment losses on financial and goooooooOoooooooo
contract assets (49,953) (58,092)
Other income oooo 18,290 31,250
Other losses oooo (403) (671)
Operating profit goooao 256,005 306,685
Finance income oooo 22,845 21,249
Finance costs oooao (121,061) (131,571)
Finance costs — net gooooooao (98,216) (110,322)
Share of results of associates oooooooo - 1,517
Profit before tax oooo 157,789 197,880
Income tax expense ooooog (25,740) (49,525)
Profit for the period oooo 132,049 148,355
Other comprehensive (loss)/income goooooomoomoao
for the period (14) 1,098
Total comprehensive income for the period goooooooo 132,035 149,453
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The cost of sales for our water supply segment increased by RMB8.1
million or 28.8% from RMB28.1 million for the six months ended 30
June 2024 to RMB36.2 million for the six months ended 30 June 2025,
mainly due to the increase in revenue, leading to a corresponding
increase in cost of sales.

The cost of sales of our other segments decreased by RMB16.1 million
or 29.8% from RMB54.0 million for the six months ended 30 June 2024
to RMB37.9 million for the six months ended 30 June 2025, mainly due
to the decrease in revenue, leading to a corresponding decrease in
cost of sales.

(c) Gross margin

During the Reporting Period, our gross profit margin was 46.8%,
representing a decrease of 2.9% as compared to 49.7% for the same
period last year, primarily due to the decrease in gross profit margin of
the wastewater treatment segment.

Our gross profit margin for the wastewater treatment segment
decreased from 46.8% for the six months ended 30 June 2024 to
42.5% for the six months ended 30 June 2025, mainly due to a further
decrease in revenue compared to cost of sales as a result of disposal
of subsidiaries.

Our gross profit margin of water supply segment decreased from
52.1% for the six months ended 30 June 2024 to 46.7% for the six
months ended 30 June 2025.

Our other segments’ gross profit margin increased from 60.2% for the
six months ended 30 June 2024 to 65.8% for the six months ended 30
June 2025.
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(d) Selling expenses

During the Reporting Period, our selling expenses amounted to
RMBO.5 million, representing a decrease of RMBO0.1 million as
compared to RMBO0.6 million in the corresponding period of the
previous year.

(e) Administrative expenses

During the Reporting Period, our administrative expenses amounted to
RMB25.3 million, representing a decrease of RMB6.9 million compared
to RMB32.2 million for the same period of the previous year, which
was mainly due to the decrease in benefit expenses of administrative
staff.

(f) Other income

During the Reporting Period, our other income amounted to RMB18.3
million, representing a decrease of RMB13.0 million as compared to
RMB31.3 million for the same period of last year, which was mainly
due to the completion of disposal of equity interests in the three
subsidiaries, Zhaotong Guorun Water, Yiliang Guorun Water and
Suijiang Guorun Water in 2024.

9) Other losses

During the Reporting Period, our other losses amounted to RMBO0.4
million, representing a decrease of RMBO0.3 million as compared to
RMBO.7 million for the same period of last year.

(h) Operating profit

As a result of the foregoing factors, during the Reporting Period,
our operating profit amounted to RMB256.0 million, representing a
decrease of RMB50.7 million or 16.5% as compared to RMB306.7
million for the same period last year. Our operating margin during the
Reporting Period was 38.2%.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

(i) Finance income

During the Reporting Period, our finance income amounted to
approximately RMB22.8 million, representing an increase of RMB1.6
million as compared to that of approximately RMB21.2 million in
the corresponding period of the previous year, which was mainly
attributable to an increase in interest income from related parties for
the current period as compared to the corresponding period of the
previous year.

) Finance costs

During the Reporting Period, our finance costs amounted to
approximately RMB121.1 million, representing a decrease of RMB10.5
million as compared to approximately RMB131.6 million in the
corresponding period of last year, which was mainly due to a decrease
in average interest rate during the current period, which in turn led to a
decrease in finance costs.

(k) Profit before tax

During the Reporting Period, our profit before tax amounted to
RMB157.8 million, representing a decrease of RMB40.1 million or
20.3% as compared to RMB197.9 million for the same period last year.

() Income tax

During the Reporting Period, our net income tax expense amounted
to RMB25.7 million, representing a decrease of RMB23.8 million
as compared to RMB49.5 million for the same period last year.
The effective tax rate was 16.3%, representing a decrease of 8.7
percentage points as compared with the same period last year.

(m) Total comprehensive income

As a result of the foregoing factors, during the Reporting Period,
our total comprehensive income amounted to RMB132.0 million,
representing a decrease of 11.7% as compared to RMB149.5 million
for the same period last year.
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CHAPTER SIX  MANAGEMENT DISCUSSION AND ANALYSIS
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2. Liquidity and Capital Resources

Our cash is primarily used 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 operations, equity contributions and
issuance of debt instruments.

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

2. gbobooooboo

gooooooooOoobooooooooooooan
oooooooDoOooboOoooooooooooao
goooooboooooobDoboooboooo
oooooooooooobooo

oooooooooooboooooo

For the six months ended 30 June
(Unaudited)

obe0300OO0O0OOOODO

goooooo
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
Net cash (used in)/generated from operating 000omoomoooooog
activities (98,507) 28,466
Net cash (used in)/generated from investing ooomoommooooooo
activities (50,649) 42,765
Net cash generated from/(used in) financing jo0oooomooooooogd
activities 207,944 (169,507)
Net increase/(decrease) in cash and cash 00ooooooDooomooo
equivalents 58,788 (98,276)
Foreign exchange gains oooo 9 1,098
Cash and cash equivalents at beginningofthe OO OOOOOOOO
period 10,977 174,089
Cash and cash equivalents atend of theperiod OO OO OCOOOOO 69,774 76,911

(a) Net cash (used in)/generated from operating activities

Our cash (used in)/generated from operating activities primarily
consists of cash received from our clients for services and products
provided by us. We also 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.

(a) ] 71

ubooobooobooobooobooooo
gbooooocooooboobobooboboooao
obOoooooooooboobooooooooao
ooOooooooOobDooOooooboooaon
ooooooo
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

During the Reporting Period, our net cash used in operating activities
was RMB98.5 million, as compared to net cash generated from
operating activities of RMB28.5 million in the corresponding period
of last year, which was primarily due to the changes in cash received
from customers for the provision of services and products.

(b) Net cash (used in)/generated from investing activities

Our net cash (used in)/generated from investing activities primarily
includes purchase of property, plant and equipment, other investments
and proceeds from the sale of subsidiaries.

Our net cash used in investing activities was RMB50.6 million, as
compared to net cash generated from investing activities of RMB42.8
million for the same period of last year, mainly due to the receipt of
proceeds from disposal of subsidiaries during the previous period.

(c) Net cash generated from/(used in) financing activities

Our net cash generated from/(used in) financing activities primarily
represents obtaining and repaying borrowings.

Our net cash generated from financing activities was RMB207.9 million,
as compared to net cash used in financing activities of RMB169.5
million for the corresponding period of last year, mainly due to
borrowings newly secured during the Reporting Period.
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obooooocoooobooooobooao
goocooOooocoboOoooobooooao

The Company has entered into certain finance lease arrangement for O
O
gb0o0o0o0oobz20210120240000 000
ad
|

the purpose of enabling the Company to obtain financial resources
for its operations while continue using certain assets required for its
0000000000 OoO0O0DO0DO0OOoOo
finance lease agreement with Industrial Bank Financial Leasing Co., OoooooooooDooOooOooaoao
Ltd. (00000000000 D0)Industrial Bank Financial O0oo0o0oo0O0oooooOoo0O0Oo4o000
Leasing”), pursuant to which Industrial Bank Financial Leasing agreed OO0 ()0 000000 O0OOOOOO0OOOOOO
to (i) purchase the leased assets from the Company at a purchase 2023060200000 00000C0O0O0OOO0OO
price of RMB400 million, and (ii) lease back the leased assets to the gooooOoo0ooooooooDoooooooaon
Company for a term of five years. On 20 June 2023, the parties entered 00o00oo0oooDoDooooooooooooan
into the supplemental agreement for the finance lease agreement to [0 20210 120 240 020230 60200 O O OO O
adjust and supplement the lease term, interest rate and rental payment 000000020220 20250 020230 80 25
arrangement etc. For details, please refer to the announcements of 00000 0Oooz202203024000 0000
the Company dated 24 December 2021 and 20 June 2023, and the o000 o0D0moooooomoood
circulars of the Company dated 25 February 2022 and 25 August goooDooOoOogooooooooooa@oo
2023. In addition, on 24 March 2022, the Company and CCB Financial goooooooooooooooobooo
Leasing Corporation Limited (“CCB Financial Leasing”) entered into gJ1o00,000,0000 0000000000 DOODO
the transfer agreements and the lease agreements, under which CCB gooooooo@)boopoooooooooo
Financial Leasing agreed to (i) purchase certain leased assets from 000000 0o0OoDoaioooo0000000 OO
the Company for a transfer price not exceeding RMB100,000,000 gooooo0oooooOoooopooooooo
and lease back such leased assets to the Company for a term of four 00O00oooooo20220302400 000
years, and (ii) purchase certain leased assets from the Company for

operations. On 24 December 2021, the Company entered into the

O oo oo

Oo0oooao

a transfer price not exceeding RMB100,000,000 and lease back such
leased assets to the Company for a term of five years. For details,
please refer to the announcement of the Company dated 24 March
2022.
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3. Working Capital 3. oooo

The table below presents our current assets and current liabilitesasat 00000000000 OOOCODODOOOOO

the dates indicated: oooo
Unaudited Audited
oooo goo
As at As at
30 June 31 December
2025 2024
060 300 0120 310
20250 20240
RMB’000 RMB’000
ooooo ooooo
Current assets goood
Receivables under service concession ooooooooooooad
arrangements 20,359 19,496
Inventories oo 7,253 6,212
Amounts due from customers for construction ooooooooo
contracts 30,622 24,581
Financial assets at amortised cost gooooooooood 89,500 119,600
Trade and other receivables oooooooooo 6,336,607 5,809,617
Cash and bank balances ooooooo 69,774 10,977
Restricted funds oooo 2,109 25,965
Total current assets oooooo 6,556,224 6,016,448
Current liabilities oooo
Trade and other payables oooooooooo 1,977,403 1,984,442
Tax payables oooo 225,361 190,597
Borrowings od 2,405,535 2,490,841
Contract liabilities goooao 52,810 30,127
Total current liabilities goooooao 4,661,109 4,696,007
Net current assets goooooao 1,895,115 1,320,441

goooooooooonbo 2025500000 35
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As at 30 June 2025 and 31 December 2024, we recorded net current
assets of RMB1,895.1 million and RMB1,320.4 million respectively.
The increase in current assets was mainly due to the increase in trade
and other receivables.

(a) Receivables under service concession arrangements

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

Our receivables under service concession arrangements that were
classified as current assets amounted to RMB20.4 million as at 30
June 2025, representing an increase of 4.6% from RMB19.5 million as
at 31 December 2024, mainly due to an increase in the amount to be
recovered in the coming year as per the progress of contract collection.

Our receivables under service concession arrangements that were
classified as non-current assets amounted to RMB1,714.4 million as
at 30 June 2025, representing an increase of 1.5% from RMB1,688.7
million as at 31 December 2024.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

(b) Inventories

Our total inventory increased from RMB6.2 million as at 31 December
2024 to RMB7.3 million as at 30 June 2025, representing an increase
of RMB1.1 million or 17.7%.

For the six months ended 30 June 2025, our inventory turnover days
were 3.4 days, representing an increase of 0.5 days as compared
to the year ended 31 December 2024. The calculation for inventory
turnover days was based on the average annual inventory divided by
the sales cost recognised during the relevant period and multiplied by
180 days.

(c) Amounts due from customers for construction contracts

As at 30 June 2025, our amounts due from customers for construction
contracts classified as current assets were approximately RMB30.6
million, increased by RMB6.0 million as compared to RMB24.6 million
as at 31 December 2024, which was mainly due to the increase in
amounts due from customers for construction contracts maturing within
one year.

As at 30 June 2025, our amounts due from customers for construction
contracts classified as non-current assets were approximately
RMB505.8 million, decreased by RMB45.0 million as compared to
RMB550.8 million as at 31 December 2024.

() Trade and other receivables

Our trade and other receivables primarily consist of (i) trade
receivables from third parties, related parties and local governments;
(ii) other receivables from third parties, related parties and local
governments; and (iii) prepayments. Our trade receivables are
amounts due from customers for sales of goods and services provided
in the ordinary course of business, including services performed for
TOO and TOT projects and performed during the operation period of
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
cost and goods payment.

gbod obdooogobd
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The following table shows the breakdown of our consolidated trade

and other receivables as at the dates indicated:

Trade receivables:
— Third parties
— Related parties
— Local government
— Loss allowance

ooooo
gooao
oooao
ooooo
gooooo

Unaudited
oooo
As at

30 June
2025
060300
20250
RMB’'000
ooooo

241,539
230,437
4,596,515

(173,809)

Audited
oodo

As at

31 December
2024

0120 310
202410
RMB’'000
ooooo

222,636
228,337
4,137,952

(160,861)
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The ageing analysis of total accounts receivable based on sales
invoices as at each balance sheet date is as follows:

Unaudited Audited
oooao ooo .

As at As at

30 June 31 December

2025 2024

060 300 0120 310

20250 20240
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oo ooboododd

4. Trade and Other Payables 4. ad od Ol

goooooooooobobooooooDboo
goooooobooooooobooboooDo
gooooooOOoOOOoO0oOooDoooooDDOo
goooooobooboooobooooooao
oo

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

O o0Oood
O o o0oogoag

payables, and accrued taxes other than income tax.

The following table shows the breakdown of our trade and other gooooDoooooDoooooooooao
payables as at the dates indicated: ooono
Unaudited Audited
gooao ooao
As at As at
30 June 31 December
2025 2024
060300 0120 310
20250 20240
RMB’'000 RMB’000
Oooooo ooooo
Trade payables oooao 765,619 789,715
Other payables gpoooo 847,215 849,277
Staff salaries and welfare payables ooooooooo 119,534 112,863
Payables on acquisition of property, plant and goooooooooooooo
equipment 170,189 167,706
Payables on acquisition of land userightsfrom OO0 O00O0OOOOCOOOOOOO
related parties 31,000 31,000
Accrued taxes other than income tax oooooooooo 43,846 33,881
1,977,403 1,984,442

As at 30 June 2025, our trade and other payables amounted to [0 202506030000 00000000000
approximately RMB1,977.4 million, representing a decrease of RMB7.0 Ooo00OO00go197740 0 00O0O20240 120 310
million or 0.4% as compared to approximately RMB1,984.4 million as oooole84400 0000000700000
at 31 December 2024. 0.4%0
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The ageing analysis of total accounts payable based oninvoicesasat 00 0000000000 O0OOOODOOOOO

each balance sheet date is as follows: gooooooo
Unaudited Audited
oooo ooo
As at As at
30 June 31 December
2025 2024
060300 0120310
20250 20240
RMB’000 RMB’000
ooooo ooooo
— Within one year 01000 369,613 559,120
— Over one year and within two years 010 20d 283,605 133,547
— Over two years oodo20 112,401 97,048
765,619 789,715

As at 30 June 2025 and 31 December 2024, the fair values of trade [0 20250 60 300 [ 20240 1203100 0 O 0O O
and other payables approximate to their carrying amounts due totheir OO0 OO0 00O OO00OOCOOOODOOOOOO
short maturities. gooooo

The following table sets out our payable turnover days for the periods 0o0ooooooDooooOoooooooog
indicated:

Unaudited Audited
gopoood ooo
As at As at
30 June 31 December
2025 2024
ge0 300 0120 310
20250 20240
Days Days
o o
Trade payables turnover days® gooooooow 392.2 257.9
Trade and other payables turnover days® ooooooooooooooe 999.1 697.4
Notes: ooo
(1) Calculated as the average trade payables for the relevant period (1) gooo0ooOooOooooooooooooo
divided by the expenditure for procurement for the relevant period, and goo3ses00000000oo1eo0ooooog
multiplied by 365 days (for six months, multiplied by 180 days). The 20250 60300 0 0000000 DO20240 120
arithmetic mean of the opening and closing balances of trade payables 310000000000 oUooooooooo
is used for the six months ended 30 June 2025 and the year ended 31 oooo

December 2024.

goooooooooonbo 2025500000
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2) Calculated as the average trade and other payables for the relevant (2) goooO0oO0o0ooooooooooooooog
period divided by the selling cost for the relevant period, and multiplied [ A A A R 11 Y A A A R 0]
by 365 days (for six months, multiplied by 180 days). The arithmetic JO00o0ooo2025060300 00000000
mean of the opening and closing balances of trade and other payables 020240120310 000000000000
is used for the six months ended 30 June 2025 and the year ended 31 goooooooooouoooooo

December 2024.

Our Directors confirmed that up to 30 June 2025, there was no material O000O0oooooozo02s06030000000

default in payment of trade payables. gooooooooooo
5. Indebtedness 5. 0o
(a) Borrowings (@) oo

All of our borrowings are denominated in RMB, HKD or USD and goooooooDOooOooogoooobooooo
some are secured by our property, plant and equipment and some are gooooopoooDoooOoooooooooao
secured by the sewage treatment revenue of the Group. The following 0o0o0oDo0ooo0ooDoDoDooooooDoooaon
table shows our borrowings as at the dates indicated: oo0oooo

Unaudited Audited
oooo ooo
As at As at
30 June 31 December
2025 2024
060300 0120 310
20250 20240
RMB’000 RMB’'000
ooooo ooooo

Non-current: gooo
Unsecured long-term borrowings oooooooDao 467,217 337,800
Secured long-term borrowings gopoooooo 1,924,110 1,760,538
Total non-current borrowings goooooono 2,391,327 2,098,338

Current: ooo

Unsecured short-term borrowings oooooooao 734,175 705,285
Secured short-term borrowings ooooooo 1,671,360 1,785,556
Total current borrowings oooooao 2,405,535 2,490,841
Total borrowings oooao 4,796,862 4,589,179
Average effective interest rates oooooao 4.76% 5.77%
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2024 and 30 June 2025, we had total borrowings
of RMB4,589.2 million and RMB4,796.9 million, respectively. Among
our debt, borrowings of RMB535.7 million and RMB517.0 million as
of 31 December 2024 and 30 June 2025 were secured by property,
plant and equipment, and borrowings of RMB1,679.7 million and
RMB1,093.4 million were guaranteed by the sewage treatment revenue
of the Group.

On 29 April 2024, the Company entered into the Mutual Guarantee
Agreement with Kunming Water Supply Group Co., Ltd.* (O O O O O
O00000)(¢“Kunming Water Supply Group”), pursuant to which
the Company and Kunming Water Supply Group agreed to provide
guarantees in respect of the liabilities relating to the loans obtained
by the other party for a cumulative amount of not more than RMB500
million each, which shall be non-recurring upon full utilization of the
amount, and the term of the guarantees to be provided in respect of
each loan shall not be more than five years from the date of signing
of each loan guarantee agreement. As of the end of the Reporting
Period, Kunming Water Supply Group has provided guarantees for
the Company’s loans of RMB333.0 million, while the Company has
provided guarantees for Kunming Water Supply Group’s loans of
RMB100.0 million (for details, please refer to the announcement of the
Company dated 29 April 2024 and the circular of the Company dated
22 May 2024).

As at 30 June 2025, we were not in breach of any covenants in our
loan agreements that materially affected our business operation. Given
our ability to access new bank borrowings, we believe we will not be
subject to any risk of potential withdrawal of banking facilities or early
repayment of outstanding loans. As at 30 June 2025, we had not
received any requests for early repayment of the principal or interest
under any of our loan agreements.

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

uoooooooooobocoooooooo

Unaudited Audited

oooo ooo

As at As at

30 June 31 December

2025 2024

060300 0120 310

20250 20240

RMB’000 RMB’000

ooooo ooooo

On demand or within 1 year ooo1ooo 2,405,535 2,490,841
Between 1 and 2 years 10 20 1,427,966 844,235
Between 2 and 5 years 2050 777,565 1,085,745
Over 5 years 5000 185,796 168,358
4,796,862 4,589,179

As at 31 December 2024 and 30 June 2025, our net gearing ratios
(calculated as net debt divided by total capital at the end of the period.
In particular, net debt is calculated as total interest-bearing liabilities
less cash and cash equivalents at the end of the period; total capital
is calculated as total equity plus net debt) were 46.5% and 46.8%,
respectively, representing an increase of 0.3 percentage points from
that as at 31 December 2024, primarily due to the change in cash and
cash equivalents and net debt during the current period.

Except as disclosed above, as at 30 June 2025, 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.

020240120 310 0202506030000 0O O O
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(b) Commitments

Our capital commitments contracted for at each balance sheet date,
but not yet incurred are as follows:

(b) OO

ooocooboooocoboooooooooooao

oooooo

Unaudited Audited

oooo goo

As at As at

30 June 31 December

2025 2024

060300 0120 310

20250 20240

RMB’000 RMB’000

ooooo ooooo

Property, plant and equipment gooooooooo 84,030 84,030
(c) Concession projects and construction projects contracted (c) [7 OO0O0000o0o0o

at the end of the Reporting Period, but not yet incurred are 0
as follows:

Unaudited Audited

oooo ooo

As at As at

30 June 31 December

2025 2024

060300 0120 310

20250 20240

RMB’'000 RMB’000

ooooo ooooo

Concession projects and construction projects OO0 O O000OO0OO 717,399 730,962

ooooooooooon

202500000
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(d) Capital expenditure

Our capital expenditure mainly comprises purchases of land use rights,
property, plant and equipment and intangible assets. Our capital
expenditure was RMB28.9 million for the six months ended 30 June
2025, representing an increase of 81.8% as compared to RMB15.9
million for the six months ended 30 June 2024.

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

(d) 0000

ooooooooooooooooooonooo
ooooooooO0oO0oob00O0202506030000
gooooooDooO0oooooboobooboe289000O0n
02024060300 000000000 01590
0000 O 81.8%0

ooooooooODooooooooooog

Unaudited
Six months ended 30 June
oooo
Ooed30000donO
2025 2024
20250 20240
RMB’'000 RMB’000
ooooo ooooo
Wastewater treatment goooao 4,032 13,916
Water supply ooo 24,792 1,891
Others oo 40 127
28,864 15,934

Based on our current business plan, we expect to incur capital
expenditure amounting to RMB68.5 million for the year ending 31
December 2025. 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.

gobooooocoooboooobooooobao
202501203100 00000000000685
oboobooooobOoooobooboooao
gooooooboobobooooooooooobooao
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6. Employees and Remuneration Policies

As at 30 June 2025, we had 1,091 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 at 30

June 2025:

Number
Function od od
Management and Administration ooooao 194
Finance oo 44
Research and Development od 60
Quality Monitoring oooo 201
Marketing od 22
Operations od 527
Construction and Maintenance ooooao 43
Total oo 1,091

The compeb
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We believe our employees are the most valuable resources to achieve
our success. To ensure the quality of our employees at all levels,
we adopted a new employee internship management mechanism,
a blended learning mechanism that combines centralised training
and online training, on-the-job training, exchanges and rotations,
apprenticeship learning and other talented team building systems that
coexist in various talent business training methods. With the core talent
circulation training mechanism and other methods that take “production,
learning, research and use”, we take multiple measures to improve the
comprehensive quality and professional ability of employees to ensure
talents for the Company’s business development.

Our labor union communicates closely with the management
regarding labor matters on behalf of 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. Our Directors believe that we maintain 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 operations of the Group.

7. Contingent Liabilities

As at 30 June 2025, the Group did not have any material contingent
liabilities.

8. Material Investment and Acquisition

As at 30 June 2025, the Group did not have any material investment
and acquisition (including material acquisitions of subsidiaries,
associates and joint ventures). During the Reporting Period, the
Company did not enter into any new material investment and
acquisition agreements and the projects under the original investment
and acquisition agreements had been actively carried forward.

a
g
g
O
O
O
a
g
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Subsequent to the Reporting Period, the Company intends to invest
RMB69.3059 million to implement the Expansion and Renovation
Project of Kunming No. 7 and No. 8 Water Purification Plants. To
ensure the smooth implementation of the Expansion and Renovation
Project, the Company entered into the Engineering, Procurement and
Construction General Contracting (EPC) Contract for the Expansion
and Renovation Project of Kunming No.7 and No.8 Water Purification
Plants (0 O 0000000 O0DO0DOODOODOOODDOOOODOOO
00 0 0O(EPC)O O D) (the “EPC Contract”) with the joint contractors
(i.e. China Railway No0.10 Engineering Group Co., Ltd. and Beijing
General Municipal Engineering Design & Research Institute Co.,
Ltd.) on 6 July 2025 in accordance with the tender results. Pursuant
to which, the Company agreed to entrust and the joint contractors
agreed to provide engineering services, procurement, and construction
work for the Company’s Expansion and Renovation Project. The
consideration underlying the EPC Contract is approximately
RMB57.7199 million (for details, please refer to the announcement of
the Company dated 8 July 2025).

Save as disclosed above, as of 30 June 2025, the Group had no other
plans regarding material investments or acquisition of capital assets.

9. Material Acquisition and Disposal of Subsidiaries,

Associates and Joint Ventures

During the Reporting Period, the Group did not enter into any new
contracts for the material acquisition and disposal of its subsidiaries,
associates and joint ventures.

10. Material Litigation

The Company was involved in a dispute with Guizhou Construction
Group Co.,, Ltd* (0 000 OO DO DODOO) (“Guizhou Construction”)
over the settlement of the total consideration of a construction
contract, resulting in a lawsuit filed by Guizhou Construction. In 2024,
the court ruled that the Company should pay Guizhou Construction
the construction sum of approximately RMB109.5 million and related
interest. The Company has filed an appeal against the relevant
judgment, and as of the Practicable Date, the court has not yet made
a ruling on the appeal (for details, please refer to the Company’s
announcement dated 9 October 2024).

Save as disclosed above, as at 30 June 2025, the Group was not
involved in any new material or potential material litigation.
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11. Exchange Rate Volatility Risk and Any Related Hedging

The Group still retains some foreign currency funds, but the amount is
insignificant. The fluctuation of exchange rate has limited influence on
the retained foreign currency funds.

12. Loans to Certain Entities

On 9 June 2022, the Company entered into the Entrusted Loan
Contract (the “Entrusted Loan Contract”) with Kunming Construction
and Kunming Panlong District Rural Credit Cooperative* (O O 0 O O
00000000 0)(“Panlong District Rural Credit Cooperative”),
pursuant to which the Company entrusted Panlong District Rural
Credit Cooperative to provide a loan of RMB310 million to Kunming
Construction with an annual interest rate of 8.5% which shall become
due on 8 June 2023. Kunming Dianchi Investment provided a full and
joint liability guarantee for the Entrusted Loan Transaction under the
Entrusted Loan Contract; on 9 June 2023, the parties entered into the
Entrusted Loan Extension Agreement (the “Entrusted Loan Extension
Agreement 1”) for the Entrusted Loan Contract to extend the term of
RMB180 million of the principal amount thereunder to 8 June 2024; on
29 April 2024, the parties entered into the Entrusted Loan Extension
Agreement for the Entrusted Loan Contract and the Entrusted Loan
Extension Agreement | to extend the term of RMB180 million of the
principal amount thereunder to 7 June 2026. For details, please refer
to the announcements of the Company dated 9 June 2022, 9 June
2023, 12 June 2023 and 29 April 2024, respectively.
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On 24 October 2022, the Company entered into the Entrusted Loan
Contract (the “Chenggong District Entrusted Loan Contract”)
with Kunming DIG and Kunming Chenggong District Rural Credit
Cooperative* (U 0 OO 00 O0O0QCOOQ0ODOAO)("Chenggong
District Rural Credit Cooperative”), pursuant to which the Company
entrusted Chenggong District Rural Credit Cooperative to provide
a loan of RMB200 million to Kunming DIG with an annual interest
rate of 8.5% which shall become due on 24 September 2023. On
22 September 2023, the parties entered into the Entrusted Loan
Extension Agreement (the “Chenggong District Entrusted Loan
Extension Agreement I”) and the Supplemental Entrusted Loan
Extension Agreement (the “Supplemental Entrusted Loan Extension
Agreement ") for the Chenggong District Entrusted Loan Contract to
extend the term of entrusted loan with principal amount of RMB200
million to 24 August 2024. On 15 July 2024, the parties entered into
the Entrusted Loan Extension Agreement (the “Chenggong District
Entrusted Loan Extension Agreement II”) for the Chenggong
District Entrusted Loan Contract, the Chenggong District Entrusted
Loan Extension Agreement | and the Supplemental Entrusted Loan
Extension Agreement | to extend the term of entrusted loan with
principal amount of RMB200 million to 24 July 2025. On 19 May 2025,
the parties entered into the Entrusted Loan Extension Agreement (the
“Chenggong District Entrusted Loan Extension Agreement II1")
for the Chenggong District Entrusted Loan Contract, the Chenggong
District Entrusted Loan Extension Agreement |, the Supplemental
Entrusted Loan Extension Agreement | and the Chenggong District
Supplemental Entrusted Loan Extension Agreement Il to extend the
term of entrusted loan with principal amount of RMB200 million to 24
June 2026. The transactions under the Chenggong District Entrusted
Loan Extension Agreement Ill shall accrue interest at an annual rate of
6.0%. For details, please refer to the announcements of the Company
dated 24 October 2022, 22 September 2023, 13 November 2023, 15
July 2024 and 19 May 2025, respectively.
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On 16 June 2023, the Company entered into the Entrusted Loan
Contract with Anju Group and Jinma Branch of Kunming Guandu Rural



CHAPTER SEVEN CORPORATE GOVERNANCE AND OTHER INFORMATION
oo Ooooooooof

. COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is committed to maintaining a high standard of corporate
governance. Good corporate governance is conducive to healthy, high-
guality and sustainable development of the Company and enhances
the comprehensive competitiveness of the Company. The Board has
the responsibility to lead and oversee the Company and is responsible
for strategic planning, business development, compliance governance,
culture promotion, environmental, social and governance management,
supervision and other matters of the Company. The Company has
adopted the code provisions of the Corporate Governance Code as
contained in Part 2 of 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 Corporate Governance 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 Corporate Governance
Code except for code provision B.2.2.

Under Rule B.2.2 of the Corporate Governance Code, 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 term of office of the first session of the
Board had expired for three years, however, the nomination of relevant
candidates had not yet been completed. At the same time, the Board,
taking into consideration of the continuity of the work of the Board of
the Company, did not re-elect any Director in a timely manner at the
expiration of his/her term of office in accordance with the relevant
provisions in the articles of association of the Company, and the
original Directors shall still be expected to perform the duties of
Directors in accordance with laws, administrative rules, departmental
rules, as well as the articles of association of the Company before
the re-elected Directors assume 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 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 r