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CHAPTER TWO LETTER FROM THE CHAIRPERSON

2ETE EERHE#E

Dear Shareholders,

In the first half of 2020, due to the superimposed effects of unfavorable
factors such as the novel coronavirus pneumonia epidemic and the
oil price war, the domestic and international economic environment
was facing severe challenges. Kunming Dianchi Water Treatment Co.,
Ltd. (“the Company”) explored its own potential, integrated internal
resources and took the Five-Year Strategic Plan as a guide to push
forward its “second venture” to a new stage. The Company strived to
promote the innovation of management system and technology and
fully relied on the two capital markets in Hong Kong and Mainland
China to steadily promote project investment around its main business.
Meanwhile, the Company further extended the entire industry chain to
comprehensive watershed management, sludge resource utilization,
mine rehabilitation and the derived solid waste fields. The Company
was also committed to developing into a “first-class domestically and
internationally advanced comprehensive service provider of ecological
environmental protection and management” for the benefit of our
Shareholders, customers and society.

PERFORMANCE REVIEW

Faced with the sudden impact of the novel coronavirus pneumonia
epidemic, the Company took a series of active measures to resume
work and production by adhering to the development philosophy of
“developing the Company by science and technology, developing the
Company with talents, and developing the Company through culture”.
Focusing on the core business of wastewater treatment, the Company
responded to changes in external environment with reforms in the
Company itself and promoted the steady development of its main
business and strategic emerging businesses.

For the six months ended 30 June 2020, revenue of the Company was
RMB794.5 million, representing an increase of 11.6% as compared to
the corresponding period in 2019; net profit attributable to Shareholders
of the Company was RMB159.6 million, representing an increase of
6.8% as compared to the corresponding period in 2019. The Company
was committed to enhancing the enterprise value and generating
sustainable and stable investment returns for its Shareholders. Based
on the Company’s future development strategy and taking full account
of the need for subsequent business development, the Company
intended to pay an interim dividend of RMBO0.054 (tax included) per
share to all Shareholders for the six months ended 30 June 2020
(corresponding period in 2019: Nil).

B R ARR
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CHAPTERTWO LETTER FROM THE CHAIRPERSON

With respect to the main business, in the first half of 2020, the
Company’s wastewater treatment, reclaimed water supply and running
water supply continued to maintain steady development, with the
volume of wastewater treatment, reclaimed water and running water
supply remaining basically the same as the corresponding period last
year, of which the quality of the effluent from the wastewater treatment
plants led the country and other major effluent indicators such as
ammonia nitrogen, chemical oxygen demand (COD), total phosphorus
(T-P) and total nitrogen (T-N) in the main city of Kunming and the
water purification plants of the lagoon were superior to the national
“urban wastewater treatment plant pollutant discharge standards”
Class A standards. During the Reporting Period, the Company’s
per capita wastewater treatment capacity was approximately 3.29
times the industry average and the number of reclaimed water users
increased by approximately 9.0% compared with the same period of
the previous year. Through promoting scientific and technological
innovation leadership and the application of scientific and technological
achievement transformation, the Company further enhanced the level
of refinement, standardization and informatization of production and
operation management. The operation management and wastewater
treatment technology have always remained advanced in the industry.
During the Reporting Period, the Company obtained two utility model
patents and won the first prize of the “2019 Huaxia Construction
Science and Technology Award”.

PROSPECTS

The year 2020 is the closing year of building a well-off society in an
all-round way and the 13th Five-Year Plan. As the country attaches
greater importance to ecological and environmental protection and
emphasizes the need to fight against pollution, “green water and green
mountains are golden mountains and silver mountains” has become
a national consensus. In particular, after the current round of the
novel coronavirus pneumonia epidemic, the environmental protection
industry will usher in new development opportunities.

As a leader in the municipal wastewater treatment and reclaimed
water supply industry in Yunnan Province, China, with the prevention
and control of the novel coronavirus pneumonia epidemic of the
country being further consolidated in a positive trend, the government
has successively introduced a series of policies to develop the
environmental protection industry and stimulate economic recovery
which will bring about new development opportunities for environmental
protection enterprises to create a broader market. The Company
will actively integrate into the national ecological and environmental
protection development strategies and position itself as an *
internationally-operated comprehensive service provider of ecological
and environmental protection and management” by further integrating
resources, actively seeking “changes” and digging deep into the
Company’s internal dynamics to accelerate technological innovation
and the application of technological achievements, expand project
investment and carry out industrial mergers and acquisitions around
the main business. At the same time, the Company will further extend
the entire industry chain to the upstream water source protection,
running water supply, downstream high-quality reclaimed water supply,
comprehensive watershed management, sludge resources utilization,
mine rehabilitation and the derived solid waste field, etc.
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
$TE EERIMW

B —E

In the second half of 2020, with the continuous optimization of
normalized preventive and control measures of the novel coronavirus
pneumonia epidemic and the gradual release of macro policy effects,
the current domestic economy will be accelerating to hedge the impact
of the epidemic and the national economy will show resilient growth.
The Company will seize its own advantages to actively respond
to change and seek change, further strengthen the leading role of
scientific and technological innovation, enhance financial management
and control, improve the comprehensive risk control system and further
extend the investment industry chain to establish a large environmental
protection investment pattern, promote quality and efficiency in
management and operation based on standardized management,
accelerate talent reserves and performance assessment, optimize
the organizational structure and business processes and accelerate
continuous improvement of the Company’s industrial competitiveness
and operating performance, thereby bringing stable and sustainable
returns to the Shareholders.

Finally, on behalf of the Board, | would like to express my sincere
gratitude to all Shareholders, customers, business partners and
stakeholders for their long-term trust and support to the Company
over the years. At the same time, | would like to express my sincere
gratitude to all employees and management team for their hard work
and dedication.

Guo Yumei
Chairperson

2020 THF - BEHEMHAREEELCHER
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“Board” or “Board of Directors”

[Exg]

“China” or “PRC”
[ E

“Company”

AN =
IR

“Controlling Shareholder”

[ AR PR 3R

“Corporate Governance Code”
[ %28 < Al

“Director(s)”

==

“Domestic Share(s)”

(A& R

“Group” or “we” or “our” or “us”

[ £ 18 ) s [ 1)

“‘Hang Seng Bank”

[ME & R1T]

“Bank of Communications”

CHAPTER THREE DEFINITIONS
£=% B#

the board of Directors of the Company

AAREEE

the People’s Republic of China
REARKM

Kunming Dianchi Water Treatment Co., Ltd. (E B3 JE i /K &% B 0 B R &
Al), 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
BREBKBRODAERAR —RBEPBEIEEZN2010F12 5230 £ H
BEEEARIOROERAR MXEMT BEEMSREEA A

has the meaning ascribed to it under the Listing Rules and represents Kunming
Dianchi Investment Co., Ltd., a limited liability company established in Yunnan
Province, China on 13 October 2004

ABEFTHRAMETFZRE EEAEBOREBERAEMTL LA - —HKKH2004
FIOABEAETHEEEXNINEREEAF

the Corporate Governance Code as set out in Appendix 14 of the Listing Rules

£ R BB 8% + 2O P B K E E R SRR

director(s) of the Company

RRRES

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
ARAIRAFEREEAREI0THERR BPEIR R LR HR
AMKLcERUAARBRBLY H R

the Company and its subsidiaries
RRAFREWERF

Hang Seng Bank (China) Limited (15 4 8 17 (7 &) & BR 2 &), a third party
independent of the Company and its connected person(s) as of the date of this
interim report

BEERTHEERAR RAPHREABHRBINEARALEBEA
THE=H

Yunnan Branch of Bank of Communications Co.,Ltd. (R B R 1T M AR 2 A
EF % 5 17), a third party independent from the Company and its connected
person(s)

RBBITRODERATNEBEDTT BRBURARAREBEATHSE
Vil
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CHAPTER THREE DEFINITIONS

$=% B#

“H Share(s)”

THA

“HK$”, “Hong Kong dollars”,
“HK dollars” or “HKD”
[% ]

“Hongyu Thermal Power”

[ZEFERE]

&

“Hong Kong Stock Exchange” or
“Stock Exchange”
[ % 78 B <2 B | 3k [ 22 P

“KDI”

[EEEL
®E]

“Kunming Bus”

ﬁ
m
3
>

St
|

“Kunming DIG”

[ERER]

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
ARFEATEREEARBE1.00TH RN EHINER  BAETRER
BEEYREEBMIMA LT

Hong Kong dollars, the lawful currency of Hong Kong
ERETEEET

Liuyang Hongyu Thermal Power Co., Ltd.* (BIls M ZF 2 EHR A A), a
limited liability company incorporated in the PRC and a subsidiary directly
owned by the Company

BT ERZFREERAA RPEAMKIZEREERAAALARAFEE
BEEOKEB R A

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

EEMARIAARDA  REBRGREEMARLCANZENE R F

Kunming Dianchi Investment Co. Ltd. (2 B A I E B R & £ A 7)), a
company established in Yunnan Province, PRC with limited liability on 13
October 2004, which is a Controlling Shareholder of the Company
EREOKRERFREELT  —HKN2004F108 13 AP BEEEE KL
MAERBEERA BARAMERKRER

Kunming Bus Group Co., Ltd. (EFA 2 X & E B R & £ 2 &), formerly known
as the Kunming Bus Corporation, a state-owned sole proprietorship company
incorporated in the PRC, which is a third party independent of the Company
and its connected person(s) as of the date of this interim report
ERARAREBEAEREEAF ABEATRAHRRBLRAA  —KEPET
MAZHHEBEEREETLA RATHREDHN/BINARARA
BEALTHE=7F

Kunming Development Investment Group Co., Ltd. (EFAEEREEEH AR
‘A 7)), a state-owned sole proprietorship company incorporated in the PRC on
27 January 2010, which is a third party independent of the Company and its
connected person(s) as of the date of this interim report

ERZRREEBEBERAF - —KMN2010F1 827 B 1 5 Bl 7 M pk 32 &9 B
FBEEAREEAF RATHBEARRBINARALERBEALN

Afs

% =0
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“Kunming SASAC”

[EATEEZ]

“Latest Practicable Date”

[REERATEH

“Listing Rules”

[ 4% 8

“Model Code”

M3 % <7 Al

“Prospectus”

[8 B 31 83 & |

“Reporting Period”

[ & 8]

“RMB” or “Renminbi”

AR

“SFO”

&5 M EE

“Shareholder(s)”
[% %
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£=% B#

the State-owned Assets Supervision and Administration Commission of the
Kunming People’s Government (R AT A RBNE AL EEEEELZEE
ERTARBRNBEEEELEEEREZES

24 August 2020, the latest practicable date for the inclusion of certain
information and data prior to the printing of this report

2020F8 H24H  BIABRENDANEFMAETERRHEBNZERER
AI1T H HA

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

EBBRMESF MR ETRET  Hasi A= b m X 1E %0

the Model Code for Securities Transactions by Directors of Listed Issuers as
set out in Appendix 10 to the Listing Rules
FHRAIMGE T ETETAETESTETES R HHFRESTAD

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
HEHAR2017F3A4EEHE R ARHBEE RHBRAB M ET N ARF A

kEE

from 1 January 2020 to 30 June 2020
202041 HA1H £2020546 A30H 1t

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

TEZEZEEE - ATHREKRENHBI 2REER/ARY

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

(EHEPERID(BREENESTE) (BAEEET  fAXIARMT B

holder(s) of the shares of the Company
ZNYNESIES SRS TN
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

EMNE RWAR

“BOO”

[BOOJ

“BOT”

[BOT]

“BT”

(BT

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

BR-#EA-K2 —EEARA BH-—REXAERE R BRFK
BRIEBSMHKERE EHREHZCERES ZOXEERAERTHRNEES
Rt ENFFHE ZOCEXEARBEERNAITLNFARERD R
FREEE RIEN)5 KB RKBI R E - AWE H&KE  2EREEK
AR EAG A IR B )

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
BR-LE-BR —BEAERX Bt BECEEBRNILHFTFEE
EHE BREE-—RCERBFTHBARESKEBIHKSEORE -
Rt BER - CERGE ZOXURBIFHERAMHEDRIEFKEK
WHR G B IA K @ H IR & - &8 R gAY G SRR ®K - LRSS
il J&E i 1% - A8 B 2% bt S A% B 22 O BT

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

BREBRZ —BREEERER —REERFABEAAEXBERENORE R
AARER O HEERAERNERRRTXKAME AR
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“TOO”
[TOO/ |
“TOT”
[TOT] tc

“utilization rate”

[%I F3 % i

“wastewater treatment”

[75 7K B2 22 | |

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
FME #HiFAE

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

SR-ER-RE —EBEAEX B CEMBNTEEDBRMNIGKE
@iﬁ%&m WTHRBTFHEAEEMEENRENEE ERNFHME
ZEEARBEEBRNATISASERBERMHEEE RIEN T KK
BARKKEREE KB HERE - &8 &4 &K AT NG A ED R

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

BR-gE-BR —BEEARN Bl BRECEERFILNEFLE
B BNBERKO S KEBSMHKREESTFAENERIL LR
BREAECE -ERFPRE ZOEATRMHEBED EIE )5 /K% 8 R AKUE
REE  AWEERE CELREEXNARNYNEGESELOR  MERKFHE

fEm & HERESEERXDEBBRA

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

EERAENERFKIOTKEEERUARAHKRKISKEEE

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

REFKERNFAE -—KEBHBREAOKEER HHERAYWE (L2
REWEFTEERTKPNSRDIESE2NCERESYE
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CHAPTER FIVE SUMMARY OF FINANCIAL AND OPERATING DATA

FLE MBREEERAE

L FINANCIAL SUMMARY

- MEBERE

For the six months ended 30 June
BEZ6HA30BLABEAYME

2020 2019
2020 2019 F
RMB’000 RMB’000
AR¥Frx ARBFT
(Unaudited) (Unaudited)
(K & & &t) (REHE)
Revenue N 794,516 711,998
Profit before income tax Fr 15 ¢ A1 A1 R 196,887 182,890
Income tax expense s ER (36,298) (32,623)
Profit for the period B R E 160,589 150,267
Attributable to: BB
The equity holders of the Company RAFERFARA 159,555 149,452
Non-controlling interests FEFE SIS 1,034 815
Other comprehensive income for the period HEEMGEESRE 796 89
Total comprehensive income for the period HEGEEREERERE 161,385 150,356
Earnings per share for profit attributable to BERALNRAEZHFAN
the equity holders of the Company HEANENER KRS
during the period (X #RA R B
(expressed in RMB per share)
Basic and diluted earnings per share ERXEHEESRIKZ 0.16 0.15
Attributable to the equity holders of
Revenue (RMB’000) the Company (RMB’000)
WA (AREFT) BEREQAREREEATE (ARETT)
For the six months ended 30 June For the six months ended 30 June
HZE6A30H L7 E A HifE # 26 A30H -7/ E A HAR
increase increase
1,000,000 11.6% e 200,000 6.8% R
900,000 } 794,516 180,000 } 150,555
800,000 711,998 160,000 149,452
700,000 140,000
600,000 120,000
500,000 100,000
400,000 80,000
300,000 60,000
200,000 40,000
100,000 20,000
0 0
2019 2020 2019 2020
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1. SUMMARY OF OPERATING DATA

Capacity (‘000 m® per day)
Wastewater treatment
Reclaimed water supply
Running water supply

Volume ("000 m?® per period indicated)
Wastewater treatment

Reclaimed water supply

Running water supply

68.5%

CHAPTER FIVE SUMMARY OF FINANCIAL AND OPERATING DATA

LT MBREESHRAE

As at 30 June

H6H30H
2020 2019
2020 4 2019 4
ER(TUHKH)
5K B 1,910 1,827
e E 63 52
B R ft fE 126 116

For the six months ended 30 June
BEZ6H30BLAEAHMH

2020 2019
2020 4 2019 4F

EB(FUH R AT TEIE)

75 7K B 18 296,170 299,173

BAEKHEE 6,834 6,898

B RK fit g 6,963 7,416

Percentage of segment revenue
2 RBUL A EE

For the six months ended 30 June
#H =6 A30H -7 1E A HAR

/ 14.0%

17.5%

/7 7.7%

24.7%

67.6%

Reclaimed water supply and running water supply

BGRB8 ARG E

W Others
A

B Wastewater treatment
Ml L

EREMKBERGAERLT 2020 FFHKE
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P 7. S — -

ERNE THEESwESHN

L. OPERATING ENVIRONMENT

In the first half of 2020, under the influence of the global outbreak
of the novel coronavirus pneumonia epidemic, de-globalization and
trade protectionism, the world economy was in recession. In the face
of complicated development environment and the prevention and
control of the epidemic domestically, the country adopted a series
of policies to stimulate economic development, such as increasing
fiscal deficit, issuing special treasury bonds, increasing the scale of
local government special bonds, guiding down interest rates of the
loan market and reducing taxes and fees for smoothing domestic
circulation which played a positive role in the stable development
of the industry. Since the 18th National Congress of the Communist
Party of the People’s Republic of China, the construction of ecological
civilization has been elevated to a national strategic level and the
concept of ecological and environmental management has also
transition from passive, extensive and fragmented end-of-site
facilities emissions compliance management to an active, refined and
systematic “mountains, rivers, forests, fields, lakes and grasses life
co-governance”. The governance approach has been shifting from
relying on individual technologies and engineering to solve individual
pollution problems to whole life cycle management, whole chain design,
whole system optimization and cross-media pollution control. The
year of 2020 is the closing year to achieve the “Water Ten Measures”
phased work goals and the “13th Five-Year Plan”. The new trend of the
integration of the whole river basin-wide protection and management,
the accelerated development of the wastewater treatment industry, the
integration and innovation of biotechnology, information control and
other industries, the formation of a large-scale pattern of environmental
monitoring and surveillance, the “three water co-management” of water
pollution control, water ecological restoration and water resources
protection will further broaden the room of high-quality development of
the industry. Following the introduction of the “ Master Plan of National
Significant Ecosystem Protection and Restoration of Major Projects
(2021-2035) (2R EZALEXRREMNEBEE RN T RLEE R 3
(2021-2035%))) and speeding up improvement of the Yangtze River
Economic Zone wastewater treatment charging mechanism and other
policies, they will inject new vitality into the healthy, sustainable and
high-quality development of the industry.

— s RWERIE

2020 EH¥F X TBHARBEEEHNELR
BERRE BEIREIBEFE HEALERAR
E-EHEENERRREALRBAZBHERS
BRI T M B AR T BTHRBE 2N
TBRRHEBEEMRE S| EE KT S M ET TR
HEEE-FINNALEEROBE BREE
MARR RUTENREERED THEEMNER -
TARAK  EARXARRELAZERERSE
ARRRAEESHLEARKS N  HHRE KA
EORGEREESEHFREEMETHA - BAL K
MWL KMBBE I £ HFABRBEE B2
A IEM KR E RS M AN TIE - R B RIS LM
BREEMAMER 2RERT 2EHREL
BT E s LG 2020F B E R KA+ 5B
BHIHEERRIT=ZRIRINKE 25 KNR
ERAEERE —BE-—RBEMONBE ARG K
BETEEEYERM EEEHNSFTERG AN
MEHRR REREUNERANEROT K EKIS
FaE KEEEBEE KERREI=ZKHB]H
E-SMROEREIERR=M BXH2EER
ERRBREMEEEATIZ A RS E(2021-2035
FEDEMRTEERTEE RS KERKEHKGE
BEROHAG BRTENBEUFESEEER
EANFTEE ST e
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The Company is positioned as an internationally-operated
comprehensive service provider of ecological and environmental
protection and management and is a leading enterprise in the
municipal wastewater treatment and reclaimed water supply service
industry in Yunnan Province, PRC, enjoying exclusive rights to provide
wastewater treatment services to Kunming and other regions of China.
We will seize the policy dividends of marketization of the environmental
protection industry and continue to adhere to the development concept
of “unitary domination with diversified development” to expand our
core business of wastewater treatment and actively carry out industrial
mergers and acquisitions to further extend the entire industry chain
in the upstream water source protection, running water supply,
downstream high quality reclaimed water supply, comprehensive river
basin management, utilization of sludge resources, mine restoration
and derived solid waste disposal. At the same time, we will continue to
explore the endogenous power and stimulate the Company’s potential
in technological innovation, talent team building and improvement of
quality and efficiency of the management, etc., so as to make positive
contributions to the development of the national ecological environment
and continue to inject energy into the sustainable and high quality
development of the Company.

V2 LY ==

57N E

EHEEBFmE TN

ARBAEMNREBLELEENERRERELNER
ERBE RTPEEEEDTHISKERERFEK
HEBRBTENRELE FTARAEATLTER
fib & 4 12 12 05 K B TR IR 75 B0 B A A o B M
BRERIMRFREETSLEOBRAN  #EF K —
TRE-HBEZTIBERER EERERITKER
BLER EERREXGRE E£—-F@LFKR
WRE BRKEEETHSMEBEKMS R
EiRaRE SRERENA BUEERITEN
BERERRS2EXHETEM R HMASES
RENES N TEHHELAREMZEH AT K
MER EEREERENENEL RERLER
REZREFELBELEER REEXURKESHER
BB TR -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERNE EHRERWEDH
1. Overview of Wastewater Treatment Industry

Water resources of China are characterized by a shortage of per capita
resources, uneven distribution and serious water pollution. According
to the national target of the “13th Five-Year Plan of the National Urban
Wastewater Treatment and Recycling Facilities Construction Plan” ({*+
SRTEBMESKERE R BENMBRBEERSRE)), by the end
of 2020, complete coverage of urban wastewater treatment facilities
will be achieved, of which urban wastewater treatment rate will reach
95% and the scale of newly added wastewater treatment facilities will
be 50.22 million m®/day. The formation of a large-scale environmental
protection regulatory framework and the future upgrade and
transformation of stock assets in the wastewater treatment industry
will continue to release market space. As an important part of the
environmental protection industry, the wastewater treatment industry
is one of the key tasks of the national, provincial and municipal
governments in pollution control. In 2019, Yunnan Province issued
the “ Implementation of the Three-year Action Plan for Improving the
Quality and Efficiency of Urban Wastewater Treatment in Yunnan
Province (2019-2021) K ZEME MBS KE R REE XN =F178
& 75 % (2019-2021 4 ))) which pointed out that the improvement
of water environment quality acted as the core to implement
systematic restoration and protection of the Yangtze River’s ecological
environment. The protection and management of nine plateau lakes
acted as the focus and as the main target to systematically enhance
the efficiency of urban domestic wastewater collection and strive
to make up for the shortcomings in wastewater pipe networks and
other facilities construction in urban villages, old urban areas and
urban-rural junctions in order to expeditiously achieve the goal of full
coverage of wastewater pipe network, full collection and full treatment
to lay a solid foundation. Under the guidance of the national strategies,
supporting policies and the promotion of safeguard measures by local
governments, the rapid and high-quality development of the wastewater
treatment industry will become the trend of future development.

1. BREEBITEBRN

TEKERABABEREER HHITHEE K
AARABESERH REBAKK+=Z0]28HMEA

EKEBENBAENBRBEERSREEF - 2/2020
FREERAWHDSKEEREEZEE MM I5KE

TP % 3= 5|95% + ¥ L U5 UK iR 1 AR b R 185,022 8 7
FR/B O BERREBEAKBHEK  KKi5K
ERETEGELAERERNECEBERRMB
e SKEBTEEARRITENEZARS S
RER EAMEHWHRNSLEENEMITEL—-
2019F EME T A T(EMAMESKEEIIRE S
M=ZFITEE S 5(2019-20214F)) - 38 - AR
ZRBEHEARZL UEBRIEARBERR
MEERE WhABERMWARERERBEZYH UK
GRARTAEFTSKKEREATEREZEH -
ENHERFAN EZERENMBBLE S FSKE
HEXMERER AERERSKEPE2ES -
PRE 2EBEHSIT TREEAR CEREBEX
MERFHRS T ELEHWBRTRELEEST 5
KEEBTENRESEEEREXNBRARERD
B
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

2. Overview of Reclaimed Water Industry

Reclaimed water is the city’s second source of water. Nowadays, when
water demand continues to increase but water resources are gradually
decreasing, reclaimed water plays an increasingly important role in
improving the comprehensive utilization of water resources, improving
the quality of urban residential water environment and supporting the
sustainable and healthy development of social economy. Promoting
the use of reclaimed water is an important measure to implement the
requirements of the 19th National Congress of the Communist Party
of China to “promote comprehensive resources conservation and
recycling and implement national water conservation actions”, as well
as to implement the policy of “prioritizing water conservation, spatial
balance, systematic management and two-handed effort” put forward
by General Secretary Xi Jinping. The important measures of water
control policies are major ways to promote urban water conservation
and emission reduction to ensure sustainable use of water resources.
It is expected that China’s total production capacity of reclaimed water
will reach 41.6 million m3/day by 2020.

3. Overview of Municipal Water Supply Industry

Following the continuous development of urbanization and
industrialization, the municipal water supply business in first-tier
cities of China will be inclined to develop steadily. For the central and
western provinces where developments are relatively delayed, the shift
of manufacturing industries to the central and western provinces and
the acceleration of urbanization in these areas are expected to drive
the growth of urban population and gross domestic product (GDP),
which will in turn increase the demand for municipal water supply. The
government attaches great importance to the development of running
water supply in western China. The progress of urbanization in China
and the promotion of environmental protection industry policies are
expected to bring huge market opportunities and development potential
for the municipal water supply industry in the future.

Il. DEVELOPMENT STRATEGY AND PROSPECTS

Since the 18th National Congress of the Communist Party of China
incorporated the construction of ecological civilization into the
five-in-one national overall layout, “Green Water and Green Mountains
are Golden and Silver mountains” has become the consensus among
the people of China. In recent years, the development of the Yangtze
River Economic Zone, the ecological protection and high-quality
development of the Yellow River Basin have become major national
strategies, driving further development of the environmental
protection industry and related industry chains. Meanwhile, with an
in-depth advancement of the Belt and Road Initiative, more room for
international cooperation has been released for the development of
countries along the route and sustainable growth of the environmental
protection industry will remain a development trend in the future.

P Y -

57N E

EHEEBFmE TN

2. BEKITEHRR

BAKRWHTRE /KR EBKBRTEIE -
KERANZHBE AN S K BEKHEHIESKER
BAFNAR HERAWTABKBREEE I #
HERERERREEES ERELURBEE
BWIER - HHEBAKAB RETEENTARBER
[EEEBR2EAHNHANBRANA BREBARE KT
FIMER EBROTEAOTBREZIRENEKE
LR E - RHEAE - MIFBHIAKFHE
EEEE ZHIWBASKRE  REKERAHF
BENAMNEZRC - BF2020F  FEAHLEK
BEERGEMBEE LK Ao

3. B kAT EBR

BEESTARIECNBERR PEH—QKD
THHEKEGEBRESERRES MHUYNER
HEEgmrABEOMs BEREXRTE
BBE D RO B R AN GE KL 4 R W T (L RO DN R - TR AT S
HEB IR A QMBI A4 ERE(GDP)MIE & - it
EMETHAERKEBRNT R - BRFEEERF
BAsERKkHENER - PRENELCERNR
RRTEBRENES BHSATRHEKITED
ARGEREATSHBEMNERES -

= BREABRERRRZ

BEN TN \ABERXHREZRAARL —EHE
REEMRBAR THKELUREESWRLIEK
REBARARB - AFR RILESER &N
MEBERRENSEEERELATRERBERH
B SR TRARTENEBEXFENE T ER -
R BEE-—S - REZNRABE dRBERH
FROBRETEZHNEBREEERRZR KX
BROTENFELERNEERBS -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

FRE EEEAWESH

In the future, the Company will further expand the service scope of
wastewater treatment business while strengthening the steady growth
of reclaimed water and running water supply businesses. The novel
coronavirus pneumonia epidemic in 2020 has further generated the
release of mergers and acquisition opportunities in the industry. The
Company will increase project investments and equity mergers and
acquisitions with valuable contributions in a timely and appropriate
manner. At present, the ecological environmental management has
been transformed to the life co-governance of “landscapes, forests,
fields, lakes and grasses”. In the face of more stringent requirements
for environmental management, the Company will continue to promote
diversified development directions, continue to track technological
innovation and breakthroughs in related areas such as wastewater
treatment’s quality and efficiency improvement and intelligent water
affairs and continue to optimize and expand the utilization of sludge
resources, mine rehabilitation and derived solid waste disposal as
well as other businesses to promote the synergistic development of
the Company’s related businesses. On the other hand, the Company
will continue to work diligently to enhance management efficiency and
release vitality of the Company through refinement, standardization
and information construction as well as continue to promote the leading
role of scientific and technological innovation in the Company to further
enhance the Company’s technological advantages. Meanwhile, the
Company will accelerate the construction of the talent team, innovate
financing methods and control financing costs so as to provide talent
guarantee and capital guarantee for further development of the
Company’s business, promote rapid development of the Company’s
business comprehensively and effectively and bring sustainable
returns to the Shareholders.

Illl. BUSINESS REVIEW

We principally adopt the TOO, TOT and BOT project models, with a
For the six months ended 30 June 2020,
our TOO projects contributed to 50.4% of our total revenue. Our TOT

focus on the TOO model.

projects contributed to 8.6% of our total revenue and our BOT projects
contributed to 13.8% of our total revenue. We also adopt the BOO and
BT project models for some of our projects.

ARARBE - FTRAABBKEREES RS & E

RGN BsEKEGRKEREFENRIER -
2020 F #7 7E fb A & 1B HE — AT 17 3 R OF B
ENEN ARSENEENAREERE EEE
B RO B O BB - E ﬁﬁiﬁ‘ﬁa%/uﬁaﬁw.l*ﬁi

BHE| AR/ EESE MHEESNRKAE
gx'@ﬁmﬂﬁ%&%ﬁﬁ}_ynft%?‘)ﬁﬁﬁ*%—*rﬁ“’
RS KEEREEHN T2 RKBESHBAEIR
BAEF Y HEEMEMRRSREERLEFE BWUL
BEEMENBBEEES X HEARMAEE
BOBRAER - S—FHE ArBEEHIERNT -

J:AFQWE*T??E{K‘ SEERA/MFRABTEX

CBRARNE S %—irﬁ“}’ﬁi’iﬂﬁeﬂ%ﬁ&m%m%\
?ET’EﬁH'L SRADANRMES  BEMRA
THRHMER BIFRET  EFRREKRLK B
RAEBHE-—TERERATRE B2 RE
ZEHERBEERRETNRERR  BRIREF K
A FSE @R -

= XHEEE
REEBMERK X ERATOO  TOTKRBOTE H H
BH - TOOE X Bl - B £2020F6 A30A 1k~
MAHE RMAOTOOE R A& MH AU AE B
50.4% ' HMIHTOTIE B A M LU A 5 58.6% -
m®EMABOTIHEE A MA LU A T B13.8% &
PIREt e 2 H B B R ABOOKLBTEEER -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

For the TOO and TOT models, we acquire concessions to operate
existing facilities at agreed prices from the relevant local governments.
For the BOT models, we finance, construct and operate our own
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 of 30 June 2020, we had a total of 48 plants under concession
agreements, of which 41 plants were in operation and 7 plants were
under construction. Among such 41 plants in operation, 14 were TOO
projects, 21 were TOT projects, 4 were BOT projects and 2 were BOO
projects.

Wastewater Treatment Projects

As of 30 June 2020, we had a total of 35 wastewater treatment plants
in operation (including 14 in Kunming and 21 in other areas of China),
with a total wastewater treatment capacity of 1.9 million m®. We also
had 5 wastewater treatment plants under construction in Yunnan
Province, PRC and in Laos. Additionally, our management services
facilities have a total designed wastewater treatment capacity of 0.5
million m3. With our technologically advanced facilities, independently
developed patents and strong management skills, we have been able
to maintain low costs while provide high quality wastewater treatment
services. As of 30 June 2020, 93% of our designed wastewater
treatment capacity reached the National Class | Category A standard.

During the Reporting Period, we continued to promote the development
and expansion of our business. On 2 June 2020, the Company signed
an agreement in relation to the acquisition of 100% equity interest in
Kunming Dongchuan Guozhen Sewage Treatment Co., Ltd. (E A ™
R EEES/KEIEBRAA) and a project agreement was signed
with the local government for the Advanced Treatment Unit TOT
Project of the Dongchuan District Sewage Treatment Plant in Kunming
City, pursuant to which a 30-year concession was obtained for the
Dongchuan District Sewage Treatment Plant and Advanced Treatment
Unit Project.

Reclaimed Water Business

For our reclaimed water business, as of 30 June 2020, we had 9
wastewater treatment plants producing reclaimed water, with a total
designed daily production capacity of 63,000 m3. Customers of our
reclaimed water include commercial and industrial establishments,
enterprises and public institutions in Kunming.

P Y -
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EHEEBFmE TN
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BEESHHNEARERABEARREERLE
HUBFT o B 2202056 A30H - ML H48 KT

BEKE HP4HKBERAES THER-
ZAELEAEEZNKEERS  EH14H RT0O
BB 21 BRTOTIE B A M4 /BOTIHE B M2
~ABOOIE R

BAREREHER

Bl £2020F6 A30H M4 B350 5 KEE K
(B EHR4E - AEAEMEER2IMERAES -
Ha 5 /KEIEENEI19BEL T K R BSMH
EKEERER SRNRPEEMAMEZ®E - 1t
Sh BMEERB RGN R +Eﬁﬁmﬁﬁmﬁ
RBOSEBY AR BERMEENFE B WH
ENEMNLRINEERE N BMEAERFRE
EWZZN'}%ﬁﬁé%s@%m@ﬁ%ﬁ%o@:%2020
F6A30H  FKMIREH5KEIREE N AI93%iE B H
R — MABEHE W %‘24@ o

RBEBHR BRMSEHFELEEBOEBERME X
2020F6 A2 H#F T HABAWEEREATR)IEEH
185K E R A R 2 51100% I 2 &9 15 5 - I 82 & i
ﬁW%%TE%miHEﬁ*EEﬁ>FFﬁ$
JLTOTHE B % & ST RINFKERRERE
E@Eﬁﬁﬁwim%ﬁﬁﬁﬁo

BEKER

BAKEKTE & 22020668308 & MA9
S KEEMREERE/K BHBRAHESEE63,000
UHEK BANBEKEFEEEATHIRE
MR DEEBEM-

AEMKBFRBERLT 2020 FFHHKE

=Y

21



CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
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In recent years, with the construction of sponge cities in China,
the construction of sponge cities has also commenced in Kunming
City, Yunnan Province. Closely following the national policy and the
demand of urban development, we actively entered into the rainwater
resources utilization market on the basis of stepping up the expansion
of the original reclaimed water business, and gradually formed a new
pattern of coordinated development of reclaimed water and rainwater
resources. At present, we have entered into a “Kunming Reclaimed
Water Concession Service Agreement” ((E B T B £ K FiF & &
Bk #% 1 % )) with the Kunming Municipal Water Affairs Bureau and
have been granted the right to carry out reclaimed water utilization
concession services within the urban planning areas of Wuhua,
Panlong, Xishan, Guandu and Dianchi tourist resorts in Kunming and
within the administrative boundaries of Kunming in accordance with the
planning requirements in relation to the utilization of reclaimed water
in Kunming in the future. At the same time, we have also commenced
cooperation projects on the utilization of reclaimed water and rainwater

resources in various cities in Yunnan Province.
Running Water Business

For our running water business, as of 30 June 2020, we had 6 running
water plants in operation in Yunnan Province, PRC and 2 running

water plants under construction.

Following continuous urbanization and renewal of water supply
facilities, our running water business has been gradually carried out,
such as carrying out the construction of running water plant projects
and water supply business in various areas of Yunnan Province.

IV. FINANCIAL REVIEW
1. Consolidated Results of Operations

For the six months ended 30 June 2019, our revenue amounted to
RMB712.0 million, and increased by 11.6% to RMB794.5 million for
the six months ended 30 June 2020; our gross profit for the six months
ended 30 June 2019 were RMB280.5 million and increased by 8.8%
to RMB305.1 million for the six months ended 30 June 2020. During
the Reporting Period, the revenue from wastewater treatment service,
reclaimed water supply, running water supply services and other
services accounted for 67.6%, 7.7% and 24.7% of the total revenue
respectively.

EER - BEFEREREBETER EHEEH
ThHEETERATARIE RMAERBE KK
BEBTERTR EMERRRBBLEKRER
MERLEEBEARNKERENAMS BXF
BT HEEK MKEREGHAZRFTRBD - BAIS
HERAMKBERET KEATHBEKSHLLR
BiHE) BRARXTREATRE BE AL
BECOBEMKEEMRRB TR GEEAN AR KK
ARmRZERERATBEKNAEBEREER &
ERAMTRERAFARBEKMNABTFLERY -
A BMCLEEEEAZENTRET BEK W
KERIEFBEIERRE -

B Rk %

BARKERK T E & ZE2020F68308  HFES
BEmEAMARKBERALE F2M B K
KBRTERE o

BEERMACMFELETRHEKRENEFRE
BB RKEBTNELSRAR EEFEZEH
EHERBRKBEREER  fKES-

M- B E R
1. GHEEEH
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IEREAHEZARKINSEE T #HE11.6%
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The following table sets out our consolidated results of operations for

the periods indicated:

TREIAMTHERMOE GRS FEE:

For the six months ended 30 June
(Unaudited)
BZE6H30HLHWABEAHME

(k8 &%)
2020 2019
2020 § 2019 F
RMB’000 RMB’000
AR#F T AEBFT
Revenue N 794,516 711,998
Cost of sales 5 & P AR (489,386) (431,510)
Gross profit E 7 305,130 280,488
Selling expenses HEEBR (6,515) (5,542)
Administrative expenses THEA (59,062) (42,138)
Research and development expenses mEEA (2,449) (45)
Net impairment losses on financial and ERMEENMEREE
contract assets BB K FE (8,948) (6,212)
Other income H A 80,590 23,338
Other losses — net Hitpid— 58 (13) (82)
Operating profit R b 308,733 249,807
Finance income B 7% 1 A 22,541 28,526
Finance costs B 75 Bk 2N (134,331) (95,438)
Finance costs — net B 75 B 2N —F 58 (111,790) (66,912)
Share of results of associates BENRIKERRNE (56) (5)
Profit before income tax B 45 %t 50 %8 196,887 182,890
Income tax expense Fref &R (36,298) (32,623)
Profit for the period HwFE 160,589 150,267
Other comprehensive income/(loss)
for the period AYPEEEERE(BE) 796 89
Total comprehensive income for the period AP EGAEREAE 161,385 150,356
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ERNE EHRERWEDH
(a) Revenue

During the Reporting Period, our revenue amounted to approximately
RMB794.5 million, an increase of RMB82.5 million or 11.6% as
compared to approximately RMB712.0 million for the same period last
year, primarily because:

Our revenue from wastewater treatment business increased by
RMB49.4 million or 10.1% from RMB487.9 million for the six months
ended 30 June 2019 to RMB537.3 million for the six months ended 30
June 2020. Construction revenue increased by approximately RMB29.4
million due to the continuous construction of the Zhaotong Central City
No. 2 Wastewater Treatment Plant Project, Fanchang County No. 2
Wastewater Treatment Plant Project and the Phase Il reconstruction
and expansion of Shidian County Wastewater Treatment Plant. During
the Reporting Period, finance income from concessions increased
by RMB26.4 million due to the addition of the Luquan Wastewater
Treatment Plant Project, the commencement of commercial operation
of the Zhaotong Central City No. 1 Wastewater Treatment Plant Project
and the normal progress of the existing projects.

Our revenue from other water service segments decreased by
RMB38.4 million or 38.6% from RMB99.4 million for the six months
ended 30 June 2019 to RMB61.0 million for the six months ended 30
June 2020, primarily due to, during the Reporting Period, the decrease
in construction investment for the projects of reclaimed water utilization
and greening improvement of Xundian County Park and part of the
roads and pipeline network supporting project of Shuangjiang Second
Water Treatment Plant, etc., the construction revenue decreased by
approximately RMB48.0 million. Due to the normal progress of the
original projects of Yiliang Shuanghe Reservoir and the projects of
reclaimed water utilization and greening improvement of Xundian
County Park and part of the roads, etc., the concession finance income
increased by approximately RMB15.1 million.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Our revenue from other segments increased by RMB71.5 million or
57.3% from RMB124.7 million for the six months ended 30 June 2019
to RMB196.2 million for the six months ended 30 June 2020, primarily
because during the Reporting Period, the Yiliang Jiuxiang Tourism
Yijiu Road Reconstruction and Expansion Project and other projects
continued to be constructed, so that construction revenue increased to
RMB50.8 million. During the Reporting Period, due to the addition of
the No. 3 water purification plant super-restricted phosphorus removal,
the No. 13 water purification plant commissioned management
service business, the original super-restricted phosphorus removal
commissioned operation business, and the increase in business
volume such as commissioned construction business of the subsidiary
Yunnan Reclaimed Water Industry Co., Ltd.* (EF /K TEHR A Al)
(“*Yunnan Reclaimed Water”), management service income increased
by approximately RMB40.4 million. Since the business volume of the
subsidiary Liuyang Hongyu Thermal Power decreased, thermal power
service revenue decreased by RMB20.7 million.

(b) Cost of sales

During the Reporting Period, our cost of sales amounted to
approximately RMB489.4 million, representing an increase of 13.4% as
compared to approximately RMB431.5 million for the same period last
year, primarily due to an increase in operating costs, construction costs
and other segment construction costs for the wastewater treatment
segment during the Reporting Period. Details are as follows:

Our cost of sales of the wastewater treatment segment increased by
RMB35.2 million or 13.9% from RMB252.4 million for the six months
ended 30 June 2019 to RMB287.6 million for the six months ended
30 June 2020, primarily due to the continuous construction of the
Fanchang County No. 2 Wastewater Treatment Plant Project and the
second phase of the renovation and expansion project of the Shidian
County Wastewater Treatment Plant, construction cost increased
approximately RMB22.1 million while the cost of electricity and sludge
disposal costs increased during the current period.

The cost of sales of our other water services segment decreased from
RMB96.9 million for the six months ended 30 June 2019 to RMB37.7
million for the six months ended 30 June 2020, representing a
decrease of RMB59.2 million, or 61.1%, primarily due to the decrease
in the construction cost of the Company’s running water business.
Based on the percentage of completion method, the construction costs
of the reclaimed water utilization and greening improvement project of
the Xundian County Park and some of the roads and the supporting
pipeline network project of the Shuangjiang Second Water Treatment
Plant decreased by approximately RMB46.0 million.
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Our cost of sales from other segments increased by RMB81.9 million
or 99.6% from RMB82.2 million for the six months ended 30 June 2019
to RMB164.1 million for the six months ended 30 June 2020, primarily
due to, during the Reporting Period, there was an increase of RMB53.0
million in construction costs due to the continued construction of the
Yiliang Jiuxiang Tourism Yijiu Road Reconstruction and Expansion
Project, an increase of RMB7.6 million in management service costs
due to the addition of the super-restricted phosphorus removal of the
No.3 Water Purification Plant and the entrustment of the No.13 Water
Purification Plant during the Reporting Period, the growth in business
volume of the existing management services and an increase in the

cost of management services.
(c) Gross Margin

During the Reporting Period, our gross margin was approximately
38.4%, representing a decrease of 1.0% as compared to 39.4% for
the same period last year, primarily due to an increase in the gross
profit margin of other water services segments which was offset by the
decrease in the gross profit margin of the wastewater service segment
and other segments.

Our gross profit of the wastewater treatment segment increased by
RMB14.2 million or 6.0% from RMB235.5 million for the six months
ended 30 June 2019 to RMB249.7 million for the six months ended
30 June 2020. Our wastewater treatment segment gross margin
decreased from 48.3% for the six months ended 30 June 2019 to
46.5% for the six months ended 30 June 2020, primarily due to, during
the current period, an increase in construction investment of the
wastewater treatment projects and the lower construction gross profit
during the construction phase.

Our gross profit from other water service segments increased by
RMB20.7 million or 828.0% from RMB2.5 million for the six months
ended 30 June 2019 to RMB23.2 million for the six months ended 30
June 2020. Our other water service segment gross margin increased
from 2.5% for the six months ended 30 June 2019 to 38.1% for the
six months ended 30 June 2020, primarily because since the Yiliang
Shuanghe Reservoir concession project, reclaimed water utilization
and greening upgrading projects of the Xundian County parks
and some of the roads have entered the buy-back period, and the
settlement price of Shidian No. 2 Running Water Plant has increased.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Our gross profit from other segments decreased by RMB10.2 million
or 24.1% from RMB42.4 million for the six months ended 30 June
2019 to RMB32.2 million for the six months ended 30 June 2020. Our
gross margin of other segments decreased from 34.0% for the six
months ended 30 June 2019 to 16.4% for the six months ended 30
June 2020 primarily because during the Reporting Period, newly added
projects such as the reconstruction and expansion project of Yijiu
Road, Jiuxiang Tourist Town, Yiliang County increased construction
investment, while the construction margin at the construction stage
was lower. Hongyu Thermal Power was affected by the epidemic
and the gross profit margin of thermal power supply service was low,
resulting in a decrease in overall gross profit margin and a decrease
in gross profit margin of thermal power supply service. Due to the
decrease in business volume of steam supply of Zhuji Dongda Ciwu
Water Treatment Co., Ltd. (& & ™ R KRI85 /KEIEFR A F), the
gross profit margin of steam supply services decreased.

(d) Selling expenses

During the Reporting Period, our selling expenses amounted to
approximately RMB6.5 million, an increase of RMB1.0 million or 18.2%
as compared to approximately RMB5.5 million for the same period
last year, primarily due to an increase in commission charge and
transportation cost.

(e) Administrative expenses

During the Reporting Period, our administrative expenses amounted to
approximately RMB59.1 million, an increase of 40.4% as compared to
approximately RMB42.1 million for the same period last year, mainly
because employee benefit expenses increased by RMB8.0 million over
the previous period.

(f) Other losses — net

During the Reporting Period, our other losses — net amounted to
RMBO0.01 million, a decrease of RMBO0.09 million as compared with
approximately RMBO0.1 million for the same period last year, mainly
due to a decrease of compensation for flooding losses by RMB0.04
million and a decrease of RMBO0.01 million in public welfare donations.
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(9) Operating profit

As a result of the foregoing factors, during the Reporting Period, our
operating profit amounted to approximately RMB308.7 million, an
increase of RMB58.9 million or 23.6% as compared to approximately
RMB249.8 million for the same period last year. Our operating margin
during the Reporting Period was 38.9%.

(h) Finance income

During the Reporting Period, our finance income amounted to
approximately RMB22.5 million, a decrease of 21.1% as compared to
approximately RMB28.5 million for the same period last year. The main
reason was that the interest income of related party loans decreased
by RMBO0.8 million during the current period and the interest income
generated from construction contracts decreased by RMB5.4 million.

(i) Finance costs

During the Reporting Period, our finance costs amounted to
approximately RMB134.3 million, an increase of 40.8% as compared to
approximately RMB95.4 million for the same period last year, primarily
because of an increase in borrowings during the period and interest
expenses on borrowings increased by RMB37.2 million due to the
increase in average interest rates. At the same time, exchange losses
increased by RMB10.5 million due to the depreciation of Renminbi.

() Profit before income tax

During the Reporting Period, our profit before income tax amounted
to approximately RMB196.9 million, as compared to approximately
RMB182.9 million for the same period last year, representing an
increase of RMB14.0 million or 7.7%.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

(k) Income tax

During the Reporting Period, our net income tax expense amounted
to approximately RMB36.3 million, an increase of 11.3% as compared
to RMB32.6 million for the same period last year. The effective tax
rate was18.4%, an increase of 0.6 percentage point as compared
with the same period last year, primarily because our effective tax
rate was in line with that of last year, which was due to the fact that
our tax beneficial treatments for some of our wastewater treatment
facilities expired and certain of our subsidiaries were not qualified
for the preferential income tax rate of 15% under the “West Region
Development Policy” and were required to pay full corporate income
tax at the tax rate of 25%, therefore the effective tax rate was slightly
higher than 15%.

(1) Total comprehensive income

As a result of the foregoing factors, during the Reporting Period, our
total comprehensive income for the period amounted to approximately
RMB161.4 million, increased by 7.3% as compared to RMB150.4
million for the same period last year.

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.
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The following table sets out our cash flows for the periods indicated: TEREINZFRATEBEANE SR E -

For the six months ended 30 June
(Unaudited)
B Z6H30ALANEARHE

(kB EZ)
2020 2019
2020 & 20194
RMB’000 RMB’000
AR¥ T ARBFT
Net cash (used in)/generated from weTEHER)ELED
operating activities ReFE (686,332) 169,924
Net cash generated from/(used in) BEFGHES(ERH
investing activities ReFHE 315,278 (892,175)
Net cash generated from financing activities BMEFHELENES
F 58 444,079 1,598,158
Net increase in cash and cash equivalents RekBZEEMF
30 73,025 875,907
Foreign exchange gains/(losses) & & W (E1R) 17,560 (17,988)
Cash and cash equivalents at beginning HyYBREeBEB2EEY
of the period 1,290,199 1,079,714
Cash and cash equivalents at end of the period HiIRFE & LWL EEY 1,380,784 1,937,633
(a) Net cash (used in)/generated from operating activities (a) EETB(EH) ELHWEELFHE

Our net cash generated from operating activities primarily consists of HFIHNEEZHELNBE L FHE T2 REREMR
cash received from our clients for services provided by us. We also MBEEERAEFPKRBMNR S - HMTRLE P
used cash in our operations for the purchase of raw materials and EBREBERM B REMEFE MHEEHED
other inventories, payments to suppliers and subcontractors, payments E2ENKX XN ITERENFER U L5 8

of expenses such as salaries and benefits, and payments of interest &R FTS7H

and income tax.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

During the Reporting Period, our net cash used in operating activities
was RMB-686.3 million, decreased by RMB856.2 million as compared
to RMB169.9 million for the same period last year, which was primarily
due to the decrease in cash received from customers for the provision
of services and products during the current period compared to the
same period in 2019 and the increase in cash invested to obtain
concession projects compared to the same period in 2019.

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

Our net cash used in investing activities has been primarily used to
purchase property, plant and equipment, equity interests in subsidiaries
and associates, and to provide loans to related parties.

Our net cash used in investing activities increased from RMB-892.2
million for the six months ended 30 June 2019 to RMB315.3 million
for the six months ended 30 June 2020, primarily because RMB350.0
million of entrusted loans provided to related parties were recovered
during the current period.

(c) Net cash generated from financing activities

Our net cash generated from financing activities primarily represents
proceeds raised through listing and borrowings.

Our net cash generated from financing activities was RMB1,598.2
million for the six months ended 30 June 2019 and net cash generated
from financing activities of RMB444.1 million for the six months ended
30 June 2020, primarily comprising loans of approximately RMB1,015.0
million which were partially offset by the repayments of borrowings of
RMB628.7 million. The difference between net cash from financing
activities for the six months ended 30 June 2020 and the six months
ended 30 June 2019 was mainly due to the decrease in borrowings
obtained during the Reporting Period as compared to the same period
last year.
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The H Shares of the Company were listed on the Stock Exchange
on 6 April 2017 and the Company issued 339,430,000 H Shares of
par value of RMB1.00 per share with the Offer Price of HK$3.91 per
H Share. The total issuance size (before deducting the expenses)
amounted to approximately HK$1,327,171,300. Following the Listing
of H Shares of the Company, a total of 593,000 shares of 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.

As of 30 June 2020, approximately RMB789.0 million, accounting
for 73.6% of RMB1,072.3 million of net proceeds from the Initial
Public Offering, has been used in accordance with the use as stated
in the paragraph headed “Future Plans and Use of Proceeds” in the
Prospectus. The use of proceeds is as follows:

ANQBHRAR2017F4 6 A BT L I LA
T % 3.91%8 JT & {8 1§ 3 17 4N 2 5] 339,430,000 Ik &
AR TE(E A R B1.007C H9HAR - 3577 B BN KR FE X A1)
A #91,327,171,30078 7L - A QR AHR E W& - & #
593,000k HAX B 5B AL 2 - & MR ()2 Bk & & A
EBRBRRLEREROGOMBREFE: k()2
HEEHEAAHEEREMBAZE A2 A KE
WERBEMBRERESFHEAARK1,07238
= JC °

HZE2020F6 A30H 2 EEMESRER S FHE
ARB1,0723 B E TR HARKET789.08 & T (h
BAARBEEMBSREFEMNTI6N CEERA
GHBAER AR B RMERERA R —BATMA
BREA - BEEASHABREROT

Percentage Actual use of net  Actual use of net
of total net Planned use of proceeds from proceeds from
proceeds from net proceeds the Initial Public the Initial Public
the Initial Public from the Initial ~ Offering from 1 Offering from the Unused net
Offering (as Public Offering ~ January 2020 to Listing Date to proceeds from
setoutinthe  (assetoutinthe  the period ended  the period ended the Initial Public
Prospectus) Prospectus) 30 June 2020 30 June 2020 Offering
B2020%
1R1BEZ ALHzAE
LES] ERONREE 2020% E220%
BERAREE fEHESE 6A30A L 6A30A L HAHA
BEAML HHRR BHERLR BEERNE ERAREE
ARABEREY (HRAR (HRAR RERGHE BEMFRE HRENE
Business strategies as stated in the Prospectus E 31 HEE) HEE) BEEBRIL BREBIL BE
RMB million RMB million RMB million RMB million
ARHEET AEHEET ANEBEET AEHEET
Investments in BOT/BOO wastewater treatment and BOTBOOS kEER &
running water supply projects ARKEEEEHRE 35% 375.3 - 235.0 140.3
To acquire TOT/TOO wastewater treatment plants and WEETOTTOO S KRB R B Rk
running water supply projects #ERA 35% 375.3 - 20.7 85.6
Repayment of bank borrowings EERTER 20% 145 - 2129 16
To supplement working capital and for general corporate  Bx 2 EE & RE-KRARE
purposes 10% 107.2 - 514 55.8
Total @it 100% 1072.3 - 789.0 283.3
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

As of 30 June 2020, the unused net proceeds from the Initial Public
Offering for each of the business strategies as stated in the above
table have been placed as deposits in licensed banks of the PRC
which will be used in accordance with the progress of the Company’s
investment projects and are expected to be used up within 1 year (i.e.
before June 2021). The business objectives, future plans and planned
use of the proceeds as stated in the Prospectus were based on the
best estimation and assumptions of future market conditions and
industry developments made by the Company at the time of preparing
the Prospectus, while the proceeds from the Initial Public Offering
were used in accordance with the business of the Group and the actual
development of the relevant industry.

The net proceeds from the Initial Public Offering were used and
expected to be used according to the intentions previously disclosed in
the Prospectus.

As of 30 June 2020, there was no material change or material delay in
the use of proceeds of the Company.

P Y -

57N E

EHEEBFmE TN

B ZE2020F6 A30R ' RS EEBRKENH
ABHABALHBENMBSEREFECHEAER
BHRATREFBET THEERAQRAKRERE
REEFER Bt E1F RN(B12021F6 8 2 /1) E
BRER -BBRHBEMMERBZE KRB LA
BHRERIBERTIBREARARNGEBRAAE
ERHARTERARITELERET R UG
EBEMAEL BXAXAHBEESMEBHRENREAR
FENEBLBETENEREREMm TAFER -

BERAHMBEEMSKBFACKEREHRZARN

BRSAEMBRENRE TUAER -

B E202056 A30H - AA A PG KIBFRENAE
AL BERBEHRERER -

EREMKBERGAERLT 2020 FFHKE

33



34

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERNE EHRERWEDH
3. Working Capital

The table below presents our current assets and current liabilities as at

the dates indicated:

3. BEELX

OETE

TEHIINATAPERMNRGEERRDAR

Unaudited Audited
KEEZ KEZ
As at As at
30 June 2020 31 December 2019
m6H30H W12 A31H
2020 £ 2019 F
RMB’000 RMB’000
ARBT T ARBFT
Current assets MEBEE
Receivables under service concession BFHALEEBETH
arrangements FE U 3R 18 12,658 7,548
Inventories FE 13,080 22,636
Amounts due from customers for EREFEEARNK
construction contracts 21,780 27,578
Trade and other receivables JRE U AR 3R K% EL A JE R 2,278,323 2,225,415
Financial assets measured at fair value KoanEBEFEEAR
through profit or loss BEAAEHEEN
TRMEE 286,107 246,327
Cash and cash equivalents RekBALEEY 1,380,784 1,290,199
Restricted cash ZREHR e 7,972 67,966
Total current assets REEELRE 4,000,704 3,887,669
Current liabilities RnBER
Trade and other payables FE 1 BR 3 R H th B 1P 3K 591,293 486,848
Income tax payables FERATIS R 68,237 75,273
Borrowings &&= 1,084,446 701,320
Lease liability HEAE 3,287 3,786
Contract liabilities ERAE 11,526 7,238
Total current liabilities mEBAaEBAR 1,758,789 1,274,465
Net current assets MEBEEFHE 2,241,915 2,613,204
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Our net current assets decreased from net current assets of
RMB2,613.2 million as of 31 December 2019 to net current assets of
RMB2,241.9 million for the six months ended 30 June 2020, primarily
due to an increase in unsecured short-term loans and long-term loans
due within one year during the current period.

(a) Receivables under service concession arrangements

We accrue receivables under service concession arrangements
throughout a concession period. 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), adjusted by operation services and
finance income after deducting the tariff payments accrued throughout
a concession period. Under our BOT and TOT agreements, the amount
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. The portion of the receivables under service
concession arrangements due within 12 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 RMB12.7 million as at 30
June 2020, representing an increase of 69.3% from RMB7.5 million as
at 31 December 2019, 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 RMB1,786.6 million as
at 30 June 2020, representing an increase of 29.3% from RMB1,382.0
million as at 31 December 2019, mainly because Zhaotong Central City
No. 1 and No. 2 Wastewater Treatment Plant Projects and Kunming
Jinning District Water Environment Comprehensive Treatment and
Reclaimed Water Ecological Replenishment Project increased
construction investment and the original projects were proceeding
normally.

(b) Inventories

Our total inventory balance decreased from RMB22.6 million as of 31
December 2019 to RMB13.1 million as of 30 June 2020, representing
a decrease of RMB9.5 million or 42.0%, primarily due to a decrease in
inventory of Hongyu Thermal Power amounted to RMB8.5 million.
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For the six months ended 30 June 2020, our inventory turnover days
were 6.6 days, an increase of 1.2 days as compared to the year
ended 31 December 2019. The calculation for inventory turnover
days was based on the average annual inventory divided by the sales
cost recognized as the cost of sales during the relevant period and
multiplied by 180 days. The change in inventory turnover days was
mainly due to the increase in total average inventory.

(c) Amounts due from customers for construction contracts

As of 30 June 2020, our amounts due from customers for construction
contracts were approximately RMB622.6 million, increased by
RMB78.8 million as compared to RMB543.8 million as of 31 December
2019, primarily due to the demonstration city construction project for
treatment of urban black and odorous water quality in Zhaotong City,
new construction investment of reconstruction and expansion project of
Luyou Yijiu Road, Jiuxiang, Yiliang and original projects were carried

out normally.
(d) 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 and related parties; 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 costs and
electricity.

HZE2020F6 A30H L NEAHBE RMMEFEBRE
A AE6.6K BEZE2019F12A318 It FE 5
MEgm2Xk FTEHERENFAEDZBEBEFHE
FHEERULNEEFTHBERAHEERAMNHEEK
AERMBOXRFE FERAERENELEER
REEFHEENE IS -

(c) EUNFEFRBESHRN

ELE202056 A30R - HMMEEEPEEE RAX
HWR/RARK6226B &7 WHE2019F12A431H
MARKGBEE T MARKT788EE L =
EARBETHTERKBE LB REMTER
BE HERAMKEENKRNERIZIAL HE
BERBEANUNREHEBERET

(d) BRI R R M EKN

HMOEEEREEMERRIEBRENEKRSE
= HEBARMITBARR: ()VERE =7 R
B8 7 B0 B BRI R (i) TR AN R o 3P e B MR AR
RER—REGBETHETRIRHRBEK
EFPHIE  BIEARTOOKTOTIEE KEBOTIHEE &
EHRERORE - BRMANEMERRETIESR
E R B 07 R A B R R MR ROA B R U ER B
BEVER ENRIELENIERLRESE -
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The following table shows the breakdown of our consolidated trade

TEREINNRATERBRMO S OF BRI EE A

and other receivables as of the dates indicated: FE U2 5K PR 48 -
Unaudited Audited
KB EZ KO
As at As at
30 June 2020 31 December 2019
®6H30H ®w12A31H
2020 £ 20194
RMB’000 RMB’000
AE#F T ARBFor
Trade receivables: FE W BR 3K
— Third parties —-¥£=5 65,933 80,165
— Related parties — B Bt 184,866 123,168
— Local government —Hb 75 BT 1,118,764 780,419
— Loss allowance —EERE (22,218) (16,294)
Trade receivables — net EWERRFHE 1,347,345 967,458
Other receivables: Hih By FHIE -
— Third parties —$£ =5 66,203 57,597
— Related parties — BT 675,949 1,026,202
— Local government — 0 75 BT 71,593 47,057
— Loss allowance —EEEE (5,506) (3,472)
Other receivables — net HtEWHREFH 808,239 1,127,384
Prepayments: FERDE N
— Local government — 0 75 BT - 3,587
— Others —H b 122,743 126,990
— Impairment of assets —EERE (4) (4)
Prepayments — net FHEMARK 122,739 130,573
Trade and other receivables — net BEUERRAEEMERRZFE 2,278,323 2,225,415

RBREMKBERGERAA
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As of 30 June 2020, our net trade and other receivables was
approximately RMB2,278.3 million, increased by RMB52.9 million
or 2.4% as compared to approximately RMB2,225.4 million as of 31
December 2019, primarily due to the decrease in cash received from
customers for provision of services and products during the current
period.

The ageing analysis of accounts receivable of the Group based on the
date of receipt is as follows:

H Z£2020F6 A30H © F A FE IR R K EME
W FEL B ARE22783H Bt B FH E£2019
F12A3MBHARMK222554EFE L BMARKE
520B B L k24% T EHR AR BEERSE X
EmATPREHREHDAE-

HRWERH AEERKERERIMAT

Unaudited Audited

KB EZ KEZ

As at As at

30 June 2020 31 December 2019

R6HA30H Mm12A31H

2020 £ 2019 F

RMB’000 RMB’000

AREFIT ARBFT

— Within one year —1F A 964,696 935,027
— Over one year and within two years —1E2F 390,148 37,300
— Over two years —HBiE2F 14,719 11,425
1,369,563 983,752

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

TREINARARRMOERKIBBEERE:

Unaudited Audited
RBEZ KEZ
As at As at
30 June 2020 31 December 2019
w6 A30H ®12A31H
2020 £ 2019 4F
Days Days
x N
Trade receivables turnover days FEUBR RO 8 K # O 262.2 155.4
Trade and other receivables turnover days @ FE W BR 3R I H th B U SR 82
X g 510.2 315.3
Notes: W
(1) Calculated as the average net trade receivables for the relevant period 1) AR T RERRET FERIAE BB KA

divided by the revenue for the relevant period, and multiplied by 365
days (for six months, multiplied by 180 days). The arithmetic mean of
the opening and closing balances of trade receivables is used for the six
months ended 30 June 2020 and the year ended 31 December 2019.

BREDA3ESK (N ME A M IZBR180K) T E - # =
2020F 6 A30 8 /<& B AR & £2019F 12 A
318 1L F E 5 A R 5K 1) K BB R A4S R 10 B i
FHME -
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1% 5 8 HA R 9 B U BR B R HL B MR R OF BB R A
B ER R UL A BB 3R LA365 K (7~ 8 B Hi R 2 BB 180
R)FTE - B £2020%6 A308 1k /<@ A HA & A&
Z2019F 12 A3 B I FEH A EWE R R HE M
BRRB R REHNENFHE-

(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 (for six months, multiplied by 180 days). The
arithmetic mean of the opening and closing balances of trade and other
receivables is used for the six months ended 30 June 2020 and the year
ended 31 December 2019.

4. Trade and Other Payables 4. EREREEMERNK

BMOENERREMENREZERIEEMAERER
ENBITEMNBN ERKE BESHE T
BEEENENR MEABAITBE L MERED
JE TR FEAT IR B A FE K Bk P AS B AN B JE ST

Our trade and other payables primarily consist of trade 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, dividend payables, interest
payables, and accrued taxes other than income tax.

TREF AR B R P E A IR R E A

The following table shows the breakdown of our trade and other

payables as of the dates indicated: XA AR
Unaudited Audited
REEZ KEZ
As at As at
30 June 2020 31 December 2019
#w6H30H W12 A31H
2020 £ 2019 F
RMB’000 RMB’000
AR¥TFT ARBFT
Trade payables FE 1 BR 3K 187,311 150,971
Other payables H fth FE 5% 124,023 146,012
Consideration unpaid for acquisition of BEFARIARIAMN
subsidiaries HE 20,958 21,209
Staff salaries and welfare payables FE AT B T T & A0 AE A 24,103 42,285
Payables on acquisition of property, BETHE IHK
plant and equipment R R 32,907 46,207
Payables on acquisition of land use rights from A) 8 B 75 W B + b R
related parties MY JE R 58,194 58,194
Interest payables FE AR B 3,570 4,586
Accrued taxes other than income tax R BT 15 B0 S0 Y BB 5t B 50 11,588 17,384
Dividend payables FEAT AR B 128,639 -
591,293 486,848

RBREMKBERGERAA
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As of 30 June 2020, our trade and other payables amounted to
approximately RMB591.3 million, representing an increase of
RMB104.5 million or 21.5% as compared to approximately RMB486.8
million as of 31 December 2019. The increase was primarily due to: (i)
the provision of dividend payables of RMB128.6 million as of 30 June
2020;

The ageing analysis of accounts payables of the Group based on the
date of receipt is as follows:

H ZE202096 A30H « FMEFE IR R & E A FE
RO BARBE91.3E B L WEH £2019F12 A 31
HHOARKE486.8FE L MARE10458 & T
521.5% - £ 2 A R (I)E £202056 A30B 7T 2 7

ERREAR®K12868 & T

HRWERH AEERERMERERIMAT

Unaudited Audited

KB EZ KEZ

As at As at

30 June 2020 31 December 2019

R6HA30H Mm12A31H

2020 £ 2019 F

RMB’000 RMB’000

AREFIT ARBFT

— Within one year —1F A 174,337 137,309
— Over one year and within two years —1ZE2%F 12,974 13,662
187,311 150,971

As at 30 June 2020 and 31 December 2019, all trade and other
payables of our Group were non-interest bearing, and their fair values
approximate to their carrying amounts due to their short maturities.

72020566 A308 NM2019412A318 © & &£ & f
EENEFRREMENRERE W E  EBNEXR
LEMENREAEEHRNIE EArEBERH

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

indicated:

Trade payables turnover days ("
Trade and other payables turnover days @

Notes:

Q]

(2

P G

Calculated as the average trade payables for the relevant period divided
by the selling cost for the relevant period, and multiplied by 365 days (for
six months, multiplied by 180 days). The arithmetic mean of the opening
and closing balances of trade payables is used for the six months ended
30 June 2020 and the year ended 31 December 2019.

Calculated as the average trade and other payables for the relevant
period divided by the expenditure for procurement for the relevant
period, and multiplied by 365 days (for six months, multiplied by 180
days). The arithmetic mean of the opening and closing balances of trade
and other payables is used for the six months ended 30 June 2020 and
the year ended 31 December 2019.

Our Directors confirm that up to 30 June 2020, there was no material

default in payment of trade payables.

FE 1 B 5098 8 K B0
FE B 5% L 4t B £ BB 8

P Y -

BHINE

EHEEBFmE TN

TREIRARARRMOEN KBRS RE:

Unaudited Audited
REEZ KEZ

As at As at

30 June 2020 31 December 2019
w6 A30H Mm12HA31H
2020 £ 2019 4F

Days Days

x X

98.1 106.8

198.3 132.2

5t -

(1) REBEETFHREMERBRABBHEES KA
HEA365R(NE A MR B180K) 5T E - # =
202046 A 308 1E /<8 A EA R A # =2019F 12 A
BTALFERBREMERERBN KB RE BB
FHME -

2) REBHETFYEMNERREMENSKBRUEGH
HARS ER B8 2 1 B R A 365K (N M B Hi R 1% B8 180
RK)FTE - B £2020%6 A308 1L/~ @ A HA & A&
Z2019F N2ANBILEFERBEMER R EM
BRI R REHNENFHE-

RO ESHER B E2020F6 H30H © E &
MNP EHIREREL -
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EAE EEESWESN
5. Indebtedness 5. fF1E
(a) Borrowings (a) f& =%

BHWEROUARE:E BOERUREME
ME BFELRRXEEER - TRET AR A HRM

NN

All our borrowings are denominated in RMB, and some are secured
by our property, plants and equipment. The table below sets out our
borrowings as of the dates indicated:

42

Unaudited Audited
*REBEEX KEZ
As at As at
30 June 2020 31 December 2019
H6H30H M12A31H
2020 % 20194
RMB’000 RMB’000
AR® T ARKFT

Non-current: ERE:
Unsecured long-term borrowings FERHDEHER 405,000 340,000
Secured long-term borrowings ERORBER 2,809,004 2,828,418
Corporate bonds RNAEH 712,227 696,629
Total non-current borrowings EREE KB 3,926,231 3,865,047

Current: mE

Unsecured short-term borrowings REROEHER 985,000 615,000
Secured short-term borrowings EROEBHER 99,446 86,320
Total current borrowings mEERAEE 1,084,446 701,320
Total borrowings BB 5,010,677 4,566,367
Average effective interest rates FHERAE 6.21% 4.83%
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As at 31 December 2019 and 30 June 2020, our total borrowings
amounted to RMB4,566.4 million and RMB5,010.7 million, respectively.
Among the indebtedness, RMB461.2 million and RMB412.4 million
of borrowings as at 31 December 2019 and 30 June 2020 were
secured by property, plant and equipment and RMB2,453.5 million and
RMB2,496.0 million of borrowings were guaranteed by the Company.
In addition to bank borrowings, our total borrowings also include
corporate bonds of approximately RMB700.0 million we issued on 25
December 2015 in the PRC for a term of seven years with an annual
interest rate at 4.35%. At the end of the fifth year, the Company
can adjust the interest rate for the remaining 2-year period, and the
investors have an option to request early redemption of the outstanding
corporate bond if they do not agree to the adjusted interest rate.

As of 30 June 2020, there was no delay or default in the repayment
of our borrowings, and no bank had withdrawn any of the banking
facilities previously extended to us or had demanded any early
repayment.

As of 30 June 2020, we were not in breach of any covenants in our
loan agreements. Given our ability to access new bank borrowings
and our strong credit profile, we believe we will not be subject to any
risk of potential withdrawal of banking facilities or early repayment
of outstanding loans. As of 30 June 2020, we had not received any
requests for early repayment of the principal or interest under any
of our loan agreements, and we did not have any plan for material
external debt financing.

P Y -
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EHEEBFmE TN

M20194F 12 A31H K 20206 A30 8 » # 1 & &
FEES R A ANRA 56648 8T ARKS010.7
BET - ZBMEBFR - B E22019412A31H &
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The table below sets out the maturity profiles of our borrowings as of
the dates indicated:

TR MR BEHARMERO I HBER

Unaudited Audited

RKBEZ KEZ

As at As at

30 June 2020 31 December 2019

w6 A30H Mm12HA31H

2020 £ 2019 4F

RMB’000 RMB’000

AREFIT AR FoT

On demand or within 1 year Bl Ef sk 1 A R 1,084,446 701,320
Between 1 and 2 years 1224 2,233,637 241,670
Between 2 and 5 years 2FE5F 1,692,594 3,623,377
More than 5 years 5F Ak - -
5,010,677 4,566,367

As of 30 June 2020, our net gearing ratio (calculated as net debt
divided by total capital at the end of the period, of which 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) was 46.7%, representing an increase of 2.8 percentage points
from that as of 31 December 2019, primarily due to the increase in
borrowings during the period.

Except as disclosed above, as of 30 June 2020, 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.

B £2020F6 A30H  HMHW FEEABEL (R
BEEFERANPREABEAE - H EBHFE
REFRERBAASRESEEYHE  EX
BEREZEBEMEB FRETE) R46.7%  BR
HZE2019F12A31HEM28EEHEH T ERA
B EfE R N o

B SR EE SN H E2020F6 A30R &I
BAMERTREABEEIRBRTHNEEELR
RITEX BRREMBURE RELABREXER
ERAZ ERF -RB ER HEBEAE BERX
HhEASLBEARE-
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(b) Commitments (b) R

Our capital commitments contracted for at each balance sheet date, BMHRZTEEEBBEXRABHEINNEREELANER

but not yet incurred are as follows: MEAEET :
Unaudited Audited
REEZ KEZ
As at As at
30 June 2020 31 December 2019
m6H30H W12 A31H
2020 £ 2019 F
RMB’000 RMB’000
ARB#FT ARBFT
Property, plant and equipment THE IHMNMEEH 26,478 28,609
(c) Capital Expenditure (c) -y k3

Our capital expenditure mainly comprises purchases of land use rights, KN EARTIETZREEE LM FEHE W -
property, plant and equipment and intangible assets. Our capital [FE k&E REF EE - # £20209F6 A301 1k~
expenditure was RMB85.4 million for the six months ended 30 June f& A Bl  RMMWEAF T AARKS5.48 &L
2020, representing an increase of 1.07% as compared to RMB84.5 #2019 6 A30H I- /<8l A B A R ¥845H

e —

million for the six months ended 30 June 2019. BT B 1.07% °

Our capital expenditure for each of our segments as at the dates R TH A REBHAZMET O BHERBIZOT ¢

indicated below is as follows:

Unaudited
Six months ended 30 June
KIEEXZ
BHZEZ6A30RIE<EA
2020 2019
2020 & 2019 F
RMB’000 RMB’000
AR¥ T ARBFT
Wastewater treatment ER B 83,289 82,847
Water supply K4 4a 1,529 -
Others H b 548 1,700
85,366 84,547

RBREMKBERGERAA
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Based on our current business plan, we expect to incur capital
expenditure amounting to RMB141.1 million for the year ending 31
December 2020. 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.

6. Employees and Remuneration Policies

BERMOEMNEBTE BMBEHERER
2020F 12 AMBILFEEEAEARI AR K 1411
BELT BMANBHEAHEITERERMES
FFE BRI EERBELRARKEEERZEN
BETEEL-

6. 1 8 & # B B3R

As at 30 June 2020, we had 1,278 full-time employees, 2 of whom 720206 A30H ' M A1,278 2B EE - He
were in Hong Kong and the rest were in China and most of whom were 28 EFREEE  HS4 2 aEadhH ABHEEF °
based in Yunnan. The following table sets forth the breakdown of our T 5 & 5| 7 {f1 & 2202046 530 B i B e 2 Do W
employees by function as of 30 June 2020: EERRMA:

Number
Function B & A
Management and Administration ERRITH 144
Finance Bt 7% 37
R&D fiff 2% 85
Quality Monitoring BEEA 209
Marketing &8 17
Operations E 748
Construction and Maintenance BRIk ME 38
Total et 1,278

We recruit our employees from the open market. The compensation
for our employees includes basic wages, variable wages, bonuses
and other staff benefits. Our employee benefits and labor expenses
from January to June in 2019 amounted to RMB60.2 million, and
our employee benefits and labor expenses from January to June
in 2020 amounted to RMB77.1 million, representing an increase of
approximately RMB16.9 million or 28.1% as compared to the same
period of 2019.

BMEARMELBRERE -KMEBENFRI2
BEATIE BERIE e REMRBRERA-
2019F 126 ARAIEERAELEBHIAARE
602H &L 2020 F1E6 A RAlBEERAM LK
AXBARBITAE & L 820194 [F i Lt 838
m28.1% HAR¥E16.9E BT °
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

We believe our employees are the most valuable resources to achieve
our success. To ensure the quality of our employees at all levels,
we adopt a new employee internship management mechanism, a
blended learning mechanism that combines centralized training and
online training, on-the-job training, exchanges and rotations, follow-up
learning and other talent team building systems that coexist in various
talent business training methods. With the talent circulation training
mechanism and other methods that take “production, learning,
research and use” as the core, we take multiple measures to improve
the comprehensive quality and professional ability of employees and
provide talent guarantee for the Company’s business development. At
the same time, we own Kunming Dianchi Water Treatment Occupation
Training School (& B8 & i /K & ¥ B ¥ 1% | £ &) to provide more
training for our employees.

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 of 30 June 2020, the Group did not have any material contingent
liability.
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ERNE EHRERWEDH
8. Major Investment and Acquisition

On 27 December 2019, the Group (as the asset entrustor) entered into
the Asset Management Agreement with Bosera Capital Management
Co., Ltd. (as the asset manager) and Kunming Branch of China
Merchants Bank Company Limited (as the asset entrustee) on 27
December 2019 in relation to the investment and management of
the Entrusted Assets, pursuant to which the Group agreed to entrust
an amount of up to RMB400 million as the Entrusted Assets for the
investment in a Single Asset Management Plan issued by Kunming
Industrial Development and Investment Co., Ltd. (“IDI"). IDI is a wholly
state-owned company, which is principally engaged in the integration
of state-owned enterprise shareholding and management and
operation of state-owned assets. It is an existing shareholder of the
Company directly or indirectly holding 2,620,449 Domestic Shares and
59,000,000 H Shares, representing 5.99% of the total issued share
capital of the Company. The investment in Single Asset Management
Plan included certain accounts receivables and other non-standardised
credit assets transferred from IDI. For details, please refer to the
Company’s announcement dated 27 December 2019. As of 30
December 2019, the Company has allocated RMB200 million of funds.
As of 30 June 2020, the asset management plan has not yet expired.

From the report of the Asset Manager, the fair value of the Single
Asset Management Plan approximates the carrying amount at the
end of the Reporting Period, representing 1.97% of the total assets
of the Group. These investments recorded realised or unrealised
gains/(losses) of RMB7.15 million during the Reporting Period. By
entering into the Asset Management Agreement and entrusting funds
in accordance therewith, the Company intends to increase the rate
of return of its cash and cash equivalents which can improve the
Company’s investment income and profit earnings. The entering into
the Asset Management Agreement may also increase the chance to
cooperate with IDI in the future in the aspects such as the cooperation
in the form of innovative financing, project investment and resources
sharing.

Save as disclosed above, as of 30 June 2020, the Group did not have
any major investment and acquisition.

8. EXBERNKE
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

9. Material Litigation

As of 30 June 2020, the Group is not involved in any material or
potential litigation.

10. Exchange Rate Volatility Risk and Any Related Hedging

The Group still retains some foreign currency funds, mainly Hong
Kong dollars and US dollars. The Group borrowed foreign currency
loans with international syndicates from March to June 2019, with
principals of USD170,000,000 and HKD1,015,000,000 respectively.
Exchange rate fluctuations have a certain impact on the retention
of foreign currency funds and the return of principal and interest on
borrowings. In December 2019, the Group entered into a confirmation
of RMB foreign exchange currency swap transactions with Hang
Seng Bank and the agreement fixed the exchange rate at the time of
loan repayment and interest payment which was used to hedge the
risk of foreign exchange fluctuations when repaying foreign currency
borrowings and foreign currency interest. Details are as follows:

Hang Seng Bank pays floating interest on swap agreements and the
fixed interest payer is the Group. Before the Group pays the foreign
currency principal and interest of each international syndicate, Hang
Seng Bank will pay the equivalent currency into the Company’s
account. The Company can use the foreign currency to pay the
principal and interest. At the same time, when the Company pays RMB
to Hang Seng Bank, the interest rate is fixed. The nominal principal
for calculating the interest is calculated by multiplying the principal in
the syndicated loan agreement by the fixed exchange rate locked by
the agreement, actually using a fixed cost in exchange for the foreign
currency to be paid and turning unknown risks of exchange rate
changes into fixed interest expense costs. For the six months ended
30 June 2020, change in fair value gains of the swap agreement was
RMB39,780,006 and exchange loss from syndicated foreign currency
borrowings was RMB35,465,600.
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EFRNE EEESIRESH
1. Loans to Certain Entities

The Company entered into the Entrusted Loan Contracts with Kunming
Bus and Yunnan Branch of Bank of Communications Co., Ltd. (X i
RITRMHBERAEMA D TT) (‘Bank of Communications”) on 23
January 2020 and 13 February 2020 respectively, pursuant to which
the Company entrusted the Bank of Communications to grant loans of
RMBG60 million and RMB240 million respectively to Kunming Bus with
an annual interest rate of 8.5%. As one or more of percentage ratios
applicable to the transaction are more than 5% but less than 25%, it
constitutes a discloseable transaction of the Company under Chapter
14 of the Listing Rules. For details, please refer to the announcement
of the Company dated 13 February 2020. In addition, the Company
provided an entrusted loan of RMB300 million to Kunming Bus in April
2019 which was repaid in January 2020.

The Company entered into an entrusted loan contract with Kunming
DIG and the Bank of Communications on 2 June 2020, pursuant to
which the Company entrusted the Bank of Communications to provide
a RMB350 million loan to Kunming DIG, with an annual interest rate of
7.5%. As one or more of percentage ratios applicable to the transaction
are more than 5% but less than 25%, it constitutes a discloseable
transaction of the Company under Chapter 14 of the Listing Rules.
For details, please refer to the announcement of the Company dated
2 June 2020. In addition, the Company provided an entrusted loan of
RMB300 million to Kunming DIG in April 2019 which was repaid in April
2020.

According to the knowledge of the Company, Kunming Bus and
Kunming DIG are all controlled or held by Kunming SASAC. In addition,
Kunming Bus and Kunming DIG are not related to each other. These
companies are independent of the Group or the connected persons of
the Group.
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CHAPTER SEVEN CORPORATE GOVERNANCE AND OTHER INFORMATION

L COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company focuses on maintaining a high standard of corporate
governance for purposes of enhancing the value of the Shareholders
and protecting their interests. The Company has adopted the code
provisions of the Corporate Governance Code as contained in
Appendix 14 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
provision A.4.2.

Under code provision A.4.2, every Director, including those appointed
for a specific term, should be subject to retirement by rotation at least
once every three years. Currently, the terms for 3 years of office of the
first Board and the board of supervisors of the Company have expired,
but the relevant nomination work of relevant candidates has not yet
ended. At the same time, the Board considers that under the relevant
provisions of the articles of association of the Company, if, upon the
expiry of a Director’s term of office, a new Director cannot be elected
on a timely basis, before the re-elected Director commences his/her
term of office, such Director shall continue to perform his/her duties
in accordance with the laws, administrative regulations, departmental
rules and the articles of association of the Company and the continuity
of the Board and the board of supervisors of the Company. Therefore,
the Board considers that deviations from provision A.4.2 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 relevant provisions under the Listing Rules and to protect the
Company’s Shareholders’ interests.
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1. THE DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

1. Changes of Directors, Supervisors and Senior Management

During the Reporting Period and as at the Latest Practicable Date,
pursuant to Rule 13.51B(1) of the Listing Rules, the changes in the
information of Directors, supervisors and senior management of the

Company are as follows:

1) Mr. Chen Changyong was elected as an executive Director at
the 2019 annual general meeting of the Company on 19 June
2020.

2) Ms. Yu Yanbo was elected as a non-executive Director at the

2019 annual general meeting of the Company on 19 June
2020.

Except as disclosed above, as at the Latest Practicable Date, the
Company is not aware of any change in particulars of Directors and
supervisors that needs to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules.
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2. The Interest and Short Positions of the Directors,
Supervisors and Senior Management in the Shares,
Underlying Shares and Debentures

As of 30 June 2020, none of the Directors, supervisors and senior
management of the Company 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.

As of 30 June 2020, none of the Directors, 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.

3. Compliance with the Model Code for Securities Dealings by

the Directors and Supervisors

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as its own code of conduct for its Directors,
supervisors and relevant employees (has the same meaning ascribed
to it under the Corporate Governance Code) in respect of their
dealings in the Company’s securities. After making specific enquiries
to all the Directors and supervisors of the Company, the Directors and
supervisors of the Company confirmed that they had strictly complied
with the required standard as set out in the Model Code during the
Reporting Period.
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lll. INTERESTS OF SUBSTANTIAL SHAREHOLDERS
IN SHARES

As of 30 June 2020 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 will
have 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 to be kept by the
Company pursuant to Section 336 of the SFO:

Capacity/Nature of
Name of Shareholder interest
RRER CLY $:4:3 ]
KDI Beneficial owner
ERELRE EREEA
Kunming Industrial Development & Investment Co., Ltd. Interest of controlled
EREFRERABREMLA corporation
RBEEER
Kunming State-owned Assets Management and Operations Co. Ltd. Beneficial owner
BRTEEEEERLEERAMRAT EREEA
Yunnan Provincial Investment Holdings Group Co., Ltd. Beneficial owner
BEERRAREBARLA LEE L\
Modern Orient Limited Interest of controlled
corporation
RBEEER
Beijing Enterprises Water Group Limited Beneficial owner
EREEA

 FTEBRERBRMZER

#E202046 H30H  SEAL T EEHA - TIA
TARAEE BREOHRABREFRIHRAL
ARGREBRGPEAREESREE IR E
XVEE2R3HH A M AR KB RIRIBE SR
B 1 I 336 5 2 AR 2 AT AT B B0 B R A o
2T EVT S

Approximate  Approximate
percentage  percentage of
of the total ~ the relevant

issued share class of

Numberof  capital of the ~ Shares of the

Class of Shares Shares Company Company
LY LY

g EEES

REARH  RBHEY

Rk & Rth&E  HOENK Bl

(share) (%) (%)
(%)

Domestic Shares 660,318,635 64.16% 95.82%
RER (long position)
(i#7)

H Shares 59,000,000 5.73% 17.35%
Hik (long position)
(##)

H Shares 39,790,000 3.87% 11.70%
Hik (long position)
(&)

H Shares 64,770,000 6.29% 19.05%
Hik (long position)
(i#7)

H Shares 47,754,000 4.64% 14.04%
Hik (long position)
(##)

H Shares 47,754,000 4.64% 14.04%
Hik (long position)
(&)
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Capacity/Nature of
Name of Shareholder interest
LEEL h/BH%E

Beijing Enterprises Investments Limited

Beijing Enterprises Holdings Limited

Beijing Enterprises Group Company Limited

Beijing Enterprises Group (BV1) Company Limited

Beijing Enterprises Environmental Construction Limited

Notes:

(1

(2

Interest of controlled
corporation
REEEER

Interest of controlled
corporation
REEERR

Interest of controlled
corporation
REREEA

Interest of controlled
corporation
REEEER

Interest of controlled
corporation
REEERR

The data disclosed above are mainly based on information provided on
the website of Hong Kong Stock Exchange (http://www.hkexnews.hk)
and records of the register required to be kept by the Company under
Section 336 of the Securities and Futures Ordinance.

Pursuant to Section 336 of the SFO, if certain conditions are met,
the Shareholders of the Company are required to submit a disclosure
of interest notice. 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 are met. Therefore, the latest shareholding of the
Shareholders in the Company may be different from the shareholding
submitted to the Hong Kong Stock Exchange.

CORPORATE GOVERNANCE AND OTHER INFORMATION

s = O N 2 R 2N > ey
FLtE GtEERRHEMER
Approximate  Approximate
percentage  percentage of
of the total  the relevant
issued share class of
Number of  capital of the  Shares of the
Class of Shares Shares Company Company
EERT EELT
B REEN
REQEH  RBHEY
L] Eh&R BaEM I BEatt
(share) (%) (%)
(&)
H Shares 47,754,000 4.64% 14.04%
(long position)
HER (#2)
H Shares 47,754,000 4.64% 14.04%
(long position)
HER (#2)
H Shares 47,754,000 4.64% 14.04%
(long position)
Hik (#£)
H Shares 47,754,000 4.64% 14.04%
(long position)
HER (#2)
H Shares 47,754,000 4.64% 14.04%
(long position)

HER (#2)

(1) NEFMBEEBETZEERNRT BB MBI
(http://www.hkexnews.hk) F7 12 fit 69 (= 8 1 £ & &
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FLtE CXxERREMER

(3) Such 47,754,000 shares belong to the same batch of shares.

(4) Save for the disclosed above, as of 30 June 2020, the Company is not
aware of any other persons (other than the Directors, supervisors and
chief executives of the Company) who have interest or short positions in
the Shares or Underlying Shares of the Company which are required to
be recorded in the register under Section 336 of the SFO.

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

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended 30 June 2020.

V. AUDIT COMMITTEE

The Audit Committee of the Company consists of three independent
Directors, namely Yin Xiaobing, He Xifeng and Sin Lik Man. The Audit
Committee of the Company is mainly responsible for reviewing and
supervising the procedures for financial reporting and internal control
of the Company to ensure the effective supervision of management by
the Board and further improve corporate governance structure. The
Audit Committee has reviewed the unaudited interim results for the
six months ended 30 June 2020 and considered that the Group has
adopted applicable accounting policies and made adequate disclosures
in relation to preparation of relevant results.

VL. 2019 FINAL DIVIDEND AND 2020 INTERIM
DIVIDEND

As approved by the 2019 annual general meeting of the Company held
on 19 June 2020, the Company can distribute the final dividend for the
year ended 31 December 2019 to all Shareholders of RMBO0.125 (tax
inclusive) per share, amounting to approximately RMB128,638,875.00
(tax included). The declaration of the final dividend is not reflected in
the dividend payable in the consolidated financial statements for the
year ended 31 December 2019 but will be disclosed in the dividend
distribution of the consolidated financial statements for the six months
period ended 30 June 2020. The final dividend has been distributed to
Shareholders on 6 August 2020 in cash dividends.
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The Board proposes to distribute an interim cash dividend for the
six months ended 30 June 2020 (the “2020 Interim Dividend”) of
RMBO0.054 per share (tax inclusive), totaling RMB55,571,994.00 (tax
inclusive) to all Shareholders whose names appear on the Company’s
registers of Shareholders of Domestic Shares and H Shares as at
Tuesday, 17 November 2020. The dividend of domestic shareholders
shall be declared and paid in RMB while the dividend of H shareholders
shall be declared in RMB but paid in Hong Kong dollars, with the
exchange rate being subject to the average exchange rate published
by the People’s Bank of China within one week prior to the 2020
first extraordinary general meeting (the “2020 First Extraordinary
General Meeting”) to be held by the Company. The expected dividend
distribution date is Thursday, 24 December 2020 (for the six months
period ended 30 June 2019: Nil).

The proposal regarding the distribution of 2020 Interim Dividend shall
be confirmed subject to the approval by Shareholders at the 2020 First
Extraordinary General Meeting.

According to the provisions of the “Circular on Questions Concerning
Withholding and Remitting Enterprise Income Tax for Dividends
Received by Overseas H-share Holders (Non-resident Enterprise
Shareholders) from Chinese Resident Enterprises (@ R HF B E R
rEMBEIHBREERGCERRERERERTNRBEEMBN
BB M BB R A)) (Guo Shui Han [2008] No. 897) issued by the
State Administration of Taxation, an enterprise income tax at the rate
of 10% shall be levied on dividends paid in or after 2008 by Chinese
resident enterprises to overseas H shareholders that are non-resident
enterprises.Any shares registered in the name of the non-individual
registered Shareholders, including HKSCC Nominees Limited, other
nominees, trustees or other groups and organizations, will be treated
as being held by nonresident enterprise Shareholders and therefore
will be subject to the withholding of the enterprise income tax. If H
shareholders intend to change its Shareholder status, please enquire
about the relevant procedures with your agents or transferee agent.
The Company will strictly comply with the law or the requirements
of the relevant government authority to withhold and pay enterprise
income tax and individual income tax on behalf of the relevant
Shareholders based on the register of members for H Shares of the
Company as at the dividend registration date. The Company assumes
no responsibility and will not entertain any claims arising from any
failure to timely determine, or inaccurate determination of, the status of
the Shareholders or any dispute over the arrangement of withholding
and paying enterprise tax and individual income tax on behalf of
such Shareholders. Shareholders should consult their tax advisers
regarding the PRC, Hong Kong and other tax implications of owning
and disposing of the H Shares of the Company.
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CHAPTER SEVEN CORPORATE GOVERNANCE AND OTHER INFORMATION

ELtE EXERER

Hith & #

If the individual H shareholders who are Hong Kong or Macau residents
or residents of the countries which had an agreed tax rate of 10%
for dividend with China under the relevant tax treaties, the Company
should withhold and pay individual income tax on behalf of the relevant
H shareholders at a rate of 10%. Should the individual H shareholders
are residents of the countries which had an agreed tax rate of less
than 10% with China under the relevant tax treaties, the Company
shall withhold and pay individual income tax on behalf of the relevant H
shareholders at a rate of 10%. If the relevant individual H shareholders
wish to apply for a refund of the additional amount of tax withheld and
paid, the Company can assist the relevant H shareholders to handle
the application for the underlying preferential tax benefits pursuant to
tax treaties. If the individual H shareholders who are residents of the
countries which had an agreed tax rate of higher than 10% but lower
than 20% for dividend with China under the relevant tax treaties, the
Company should withhold and pay individual income tax on behalf of
the relevant H shareholders at the actual rate specified under relevant
tax treaties. In the case that the individual holders of H Shares are
residents of the countries which had an agreed tax rate of 20% with
China under the tax treaties, or which has not entered into any tax
treaties with China, or otherwise, the Company shall withhold and pay
the individual income tax on behalf of the relevant H shareholders at a
rate of 20%.

Vil. CLOSURE OF REGISTER OF MEMBERS

In order to ascertain Shareholders who are entitled to attend the 2020
First Extraordinary General Meeting and to receive the 2020 Interim
Dividend (if approved by Shareholders), the register of members for H
shares will be closed by the Company during the following periods:

(i) To determine the list of H Shareholders who are qualified to
attend the 2020 First Extraordinary General Meeting:
Latest time for lodging the 4:30 pm on 6 October 2020
H shares transfer documents: (Tuesday)
Date of closure of register of From 7 October 2020 (Wednesday)
to and until 6 November 2020

(Friday) (both days inclusive)

members for H Shares:

Record Date: 6 November 2020 (Friday)

Date for convening the 2020 First 6 November 2020 (Friday)
Extraordinary General Meeting:
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CHAPTER SEVEN CORPORATE GOVERNANCE AND OTHER INFORMATION

(i) Subject to the passing of the proposal of distribution of the
2020 Interim Dividend at the 2020 First Extraordinary General
Meeting, for determining the list of H Shareholders who are
entitled to the 2020 Interim Dividend:

Latest time for lodging the 4:30 pm on 11 November 2020
H shares transfer documents: (Wednesday)

Date of closure of register of From 12 November 2020
members for H Shares: (Thursday) to and until

17 November 2020 (Tuesday)
(both days inclusive)

Dividend Entitlement Date: 17 November 2020 (Tuesday)

For purposes mentioned above, all properly completed share transfer
forms accompanied by the relevant share certificates must be lodged
for registration with the Company’s H Share Registrar, Tricor Investor
Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road
East, Hong Kong no later than the aforementioned latest time.
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
EFENE FHHBEER HHEAHPHEIWREZR

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

Unaudited
Six months ended 30 June
KEEZ
B ZEZ6H30H LA
2020 2019
2020 £ 2019 4F
Notes RMB’000 RMB’000
M aF AR¥TT ARBTFT
Continuing operations HERE
Revenue N 6 794,516 711,998
Cost of sales 5 8B KA 26 (489,386) (431,510)
Gross profit EF 305,130 280,488
Selling expenses HEEH 26 (6,515) (5,542)
Administrative expenses THEA 26 (59,062) (42,138)
Research and development expenses mEEA 26 (2,449) (45)
Net impairment losses on financial and ERMEEMEREE
contract assets VERER == (8,948) (6,212)
Other income H b ug A 24 80,590 23,338
Other losses — net Hip g — 55 25 (13) (82)
Operating profit PRI 308,733 249,807
Finance income B 7% A 27 22,541 28,526
Finance costs B 7% A AR 27 (134,331) (95,438)
Finance costs — net BE 7% A AN — 5 27 (111,790) (66,912)
Share of results of associates DIEME RAER (56) (5)
Profit before income tax R & e M@ 196,887 182,890
Income tax expense miEHER 28 (36,298) (32,623)
Profit for the period b 160,589 150,267
Profit attributable to: FEES:
— The equity holders of the Company —KRARERFEA 159,555 149,452
— Non-controlling interests — I 5= M RE 2 1,034 815
160,589 150,267
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (Continued)
ENE HHPUMBER HHESHIHEEREREGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

Unaudited
Six months ended 30 June
KBEZ
B ZEZ6H30HILENEA
2020 2019
2020 £ 2019 4F
Notes RMB’000 RMB’000
M &F AR¥TFx ARKFT
Other comprehensive income Hitviz el =
Items that may be reclassified to profit or loss HESEEZ R
HA
Exchange differences on consolidation X = 796 89
Total comprehensive income for the period HNGREWREER 161,385 150,356

Total comprehensive income attributable to: S & W FEEEB R :
— The equity holders of the Company —-RAAFRERFTEA 160,351 149,541
— Non-controlling interests — I 12 ) M R 25 1,034 815

161,385 150,356

Earnings per share for profit attributable to the Hi W EZ B iR & /A A

equity holders of the Company during the EEBEBAH
period (expressed in RMB per share) FMENERKE
(U BRAR)
— Basic and diluted earnings per share —HEAREHES R
I = 29 0.15

The above condensed consolidated statement of comprehensive Ll & Héra WK EEEEMN M —O0FRIE -
income should be read in conjunction with the accompanying notes.
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

ENE HHEHMBER

As at 30 June 2020 X20204 6 430 H

BHEHFTHEEERS:

Notes
M &F

ASSETS BE
Non-current assets ERBEE
Investment properties ‘EYE 7
Right-of-use assets TREAE 8
Property, plant and equipment TEE ITBEEE 9
Receivables under service concession FALE B ETHEK

arrangements B 10
Amounts due from customers for construction EREPFPREESRK

contracts 16
Intangible assets mAE 11
Investments in associates Bt 1R A 12
Deferred tax assets BEMSHEE 13
Current assets mMBEE
Receivables under service concession BFHLEEBETHERIK

arrangements B 10
Inventories 7E
Amounts due from customers for construction EWEPREESRK

contracts 16
Financial assets at fair value KAanEBEFER

through profit or loss HEHAAER

MemEE 14
Trade and other receivables FE W AR B R A
JE U 3R 15

Cash and cash equivalents RekBEEEEY 17
Restricted cash 2R HIE e 17
Total assets BEERAE
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Unaudited
REEZ
30 June
2020

2020

6 A30H
RMB’000
AR®FiT

81,000
460,313
2,950,679

1,786,640
600,770
211,817

14,777
55,121

6,161,117

12,658
13,080

21,780

286,107

2,278,323
1,380,784
7,972

4,000,704

10,161,821

Audited

31 December
2019
2019 4F
12H31H
RMB’000
AR T

464,182
3,058,900

1,381,995
516,266
199,420

14,833
52,990

5,688,586

7,548
22,636

27,578

246,327

2,225,415
1,290,199
67,966

3,887,669

9,576,255



CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION
INTERIM CONDENSED CONSOLIDATED BALANCE SHEET (Continued)

EFNE THMBER GHEHPHEERERZRE

As at 30 June 2020

Notes
Mt i

LIABILITIES & &
Non-current liabilities ERBEE
Deferred revenue iE & I 2 21
Borrowings B & 20
Lease liabilities HEAR 23
Deferred tax liabilities EEMGHAE 13
Current liabilities mE AR
Trade and other payables EREREEM

FE AR 22
Income tax payables P FTIS B
Borrowings f& & 20
Lease liabilities HEA®R 23
Contract liabilities ARATE 22
Total liabilities =R ¢k
Net assets FEE
CAPITAL AND RESERVES BEAEAREE
Share capital (N 18
Other reserves H b & 19
Retained earnings B 17 a=
Equity attributable to owners of the Company AR FAHE ABEGE H

Non-controlling interests

FEHMEEE

Total equity

The above condensed consolidated balance sheet should be read in

conjunction with the accompanying notes.

EREMKBERBAERLT 2020 FFHKE

Unaudited
REEGZ
30 June
2020

2020 §

6 A30H
RMB’000
AR®FiT

261,559
3,926,231
3,282
84,793

4,275,865

591,293
68,237
1,084,446
3,287
11,526

1,758,789

6,034,654

4,127,167

1,029,111

1,489,975
1,600,291

4,119,377
7,790

4,127,167

7202046 A 30 H

Audited

31 December
2019
2019 4F
12H31H
RMB’000
AR FT

266,354
3,865,047
1,495
74,473

4,207,369

486,848
75,273
701,320
3,786
7,238

1,274,465

5,481,834

4,094,421

1,029,111

1,489,179
1,569,375

4,087,665
6,756

4,094,421

LHERAHFEERBRE LMK E —G5E-
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ENE FHHBEER GHHESHPHEZEIHE

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

Unaudited
*BEH

Capital and reserves attributable to equity holders of the Company

BERALNARAREANBRANGRE

Retained Non-controlling
Share capital ~ Other reserves earnings Toal interests  Total equity
a5
RA& EfbfifE BENE 4E gi CEE
Note RMB'000 RMB 000 RMB 000 RMB 000 RMB000 RMB000

WE  ARETrT  ARETT  ARETT  ARETT  ARETT ARETR

As at 1 January 2019 R2019%1518 1,029,111 1,452,284 1,413,378 3,894,773 6,148 3,900,921
Comprehensive income: Gaka:
Profit for the period B fE - - 149,452 149,452 815 150,267
Other comprehensive income AtEaks - - - - - -
ltems that may be reclassified subsequentlyto  EZ# A EH 7 BZER 2 EE

proft or loss - - - - - -
Exchange differences on consolidation EXZE - 89 - 89 - 89
Total comprehensive income for the period BR2ENRLE - 89 149,452 149,541 815 150,356
Transactions with owners: HERFEHNES:
Dividends SERE - - (176390)  (176,390) (1060)  (177450)
As at 30 June 2019 R2019%6F30H 1,029,111 1,452,373 1,386,440 3,867,924 5,903 3,873,827

As at 1 January 2020 R202051518 1,029,111 1,489,179 1,569,375 4,087,665 4,094,421
Comprehensive income: GakE:

Profitforthe period B 159,555 159,555 160,569
Other comprehensive income itEaks - - -

ltems that may be reclassified subsequentlyto  E# A EH 7 BZER I EE
profit or loss

Exchange differences on consolidation ELER

Total comprehensive income for the period Br2EkEes 159,555 160,351 161,385
Transactions with owners; BEFENLS:

Dividends FERE 30 (128639)  (128639) (128,639)
As at 30 June 2020 #202056R30A 1,029,111 1,489,975 1,600,291 4,119,317 4,127,167

The above condensed consolidated statement of changes in equity il R A RS E B R ERENH 7+ — HFEIE -
should be read in conjunction with the accompanying notes.
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

INTERIM CONDENSED CONSOLIDATED CASH FLOW STATEMENT
ENE HHHMBER

BHEHTIHEERER

For the six months ended 30 June 2020 #{ £ 202046 A 30 H 1E /N {E A

Unaudited
KBEZ
Six months ended 30 June

BEZ6 A30HLAMEA

2020 2019
2020 £ 20194
Notes RMB’000 RMB’000
B &t ARMFT ARKFT
OPERATING ACTIVITIES BEFDH
Cash (used in)/generated from operations wEWER),/EEM
Be 31 (544,109) 273,346
Interest paid 2 F & (107,078) (58,640)
Income tax paid BERAER (35,145) (44,782)
Net cash (used in)/generated from raEH(ER),
operating activities EENBEEFHE (686,332) 169,924
INVESTING ACTIVITIES BEFH
Purchase of property, plant and equipment BETHE IHEXHE (64,505) (119,041)
Purchase of intangible assets EEERVEE - (1,660)
Advances to related parties T8 1 B B 7 IR 33(b)(i) (650,000) (1,000,000)
Repayments from related parties B 5 E R 33(b)(ii) 1,000,000 -
Interest received BB 29,694 28,526
Government grants received relating to WREEETEE TR
purchase of property, plant and equipment MR E B B2 BUT B 30,000
Proceeds from disposals of investments in EEUNAREBEE
financial assets at fair value through BEEZHHAER
profit or loss LEMEEMNERE
2 Fis /A 170,000
Proceeds from disposal of property, HETEE THRMZE
plant and equipment 1% -
Net cash generated from/(used in) BREEFHELE S
investing activities (FRMREFE 315,278 (892,175)

EREMKBERBAERLT 2020 FFHKE
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

INTERIM CONDENSED CONSOLIDATED CASH FLOW STATEMENT (Continued)

FNE PHHBEHR

HHRASHPHRERE X (HE)

For the six months ended 30 June 2020 #{ £ 202046 A 30 H 1k /N {E A

Unaudited
KBERZ
Six months ended 30 June

B ZEZ6 A30 AIL~<MEA

2020 2019
2020 £ 20194
Notes RMB’000 RMB’000
K &t AR FT ARKFT
FINANCING ACTIVITIES MEED
Proceeds from borrowings ER IR 1,015,000 2,831,447
Recovery of restricted bank deposits I 81 % BRIl $R 17 77 5K 59,994 -
Repayments of borrowings EEBER (628,719) (1,233,289)
Repayments of lease liabilities EBEEHEAR (2,196) -
Net cash from financing activities MEETHELEN
REFHE 444,079 1,598,158
Net increase in cash and cash equivalents HERBREEEDY
73 1 73,025 875,907
Cash and cash equivalents at beginning HMyRekE®
of the period Z @Y 1,290,199 1,079,714
Exchange gains/(loss) &5 W (Ei8) 17,560 (17,988)
Cash and cash equivalents at end HAREERRE
of the period ZEY 1,380,784 1,937,633

The above condensed consolidated cash flow statement should be

read in conjunction with the accompanying notes.

L EAEHR SR EREEBEMM T — G FE -
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

ENE

HA B 5 & R

LR Rkt R e Ui

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

1. GENERAL INFORMATION

Kunming Dianchi Water Treatment Co., Ltd. (the “Company”) was
incorporated in Yunnan Province of the PRC on 23 December 2010 as
a joint stock Company with limited liabilities under the Company Law
of the People’s Republic of China (the “PRC”). The registered office
of the Company is located at Kunming Dianchi No. 7 Water Treatment
Plant. The Company’s shares were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (“HKEX”) on 6 April 2017.

The Group is principally engaged in the development, design,
construction, operation and maintenance of water supply and
wastewater treatment facilities in the PRC.

This condensed consolidated interim financial information is presented
in RMB, unless otherwise stated.

This condensed consolidated interim financial information on pages 60
to 132 were approved for issue by the Board on 21 August 2020.

This condensed consolidated interim financial information has not been
audited.

Significant changes in the current Reporting Period

For a detailed discussion about the Group’s performance and financial
position, please refer to Chapter Six “Management discussion and
analysis” as set out on page 16 to 50 of this report.

2, BASIS OF PREPARATION

Statement of compliance

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

1. —REHR

BREMKBEROABRABUATEMEIA 2R ]
mRB(PEARAMBE(RE]) 2 BE)R201045F
NRABAETHEFEIMRINEOBREE
DA ARBFNEAMBERCAERATELSE £
ERKBEEBA - ARAHBRREN2017F4H6H &
EEBMERGMARAR([EEBIA IR LT -

ZS‘EIEEPlzxﬁ%%ﬁ\,u*ﬂﬁﬁwﬁ@
FME R I -EEMEE

iclzo}

ABRAGTEHEERAAREI BB HBE
BieR) -

AEPHEHTHUBEERNFOBEEF132EHE
E 20202068 521 B L 1T -

AEREHPHYBEREREBER -

FREHNEXEE

B %Zliﬁ%Zi&ﬁﬁfkﬂﬁiﬁﬁ’]%iﬂﬁﬂ‘%ﬁ%'%%%
A EFI6E0E A ENE[EREAREANMN]

2. mEAERE
&R B Y

ZEEAVBRRERREESF LN EES([E
BE st ERIEE )M M B R RS ER(TE
BEBEHEEN]D) HBEMEEMNEN K
BHmEEN BEREAEN(EBREFEADR
RE URBEBERAGINEEREMARE - Az

B BWMR T TH AR %Lmﬁ%@iﬁﬁ
ADWEREERTE BBEKE G EIERN
BREZRTPTEEHEARIANBEIFEERXN
EHe

REMKBFRBERLT 2020 FFHHKE

=Y

67



68

CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

ENE HHHMBER GHHES

o & HA B 75 & Rl R ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

2. BASIS OF PREPARATION (continued)
Statement of compliance (continued)

The consolidated financial statements are presented in Renminbi
(“RMB?”), which is the same as the functional currency of the Company,
and rounded to the nearest thousands unless otherwise indicated.

This condensed consolidated interim financial report for the six
months ended 30 June 2020 has been prepared in accordance
with International Accounting Standard (“IAS”) 34 Interim Financial
Reporting.

These unaudited condensed consolidated financial statements do
not include all the information and disclosures required in the annual
financial statements and should be read in conjunction with the
Group’s annual financial statements for the year ended 31 December
2019. They have been prepared on the historical cost basis, except for
financial assets and liabilities at fair value through profit or loss, which
are measured at fair value. The accounting policies used in preparing
these unaudited condensed consolidated financial statements are
consistent with those used in the Group’s audited consolidated
financial statements for the year ended 31 December 2019. As of the
date of approval of the unaudited condensed consolidated financial
statements, the International Accounting Standards Board has issued
the following new/revised international financial reporting standards
that are not yet effective for the current financial year and have not
been early adopted by the Group:
Amendments to IAS 1 and IAS 8 Disclosure plan-definition of
materiality

Amendments to IAS 39, IFRS 7
and IFRS 9

Interest rate benchmark reform

Amendments to IFRS 3 Definition of business

Amendments to IFRS 16 COVID-19 related rental
concessions
Amendments to IAS 16 Proceeds prior to intended use

Amendments to IFRS 3 Conceptual framework guidelines

2. mREEGE)
ERBU(E)

HEUBRZHBUARBIARE]D) (BARFZ
D EBHERIE TORRTAZERERLZ T
(R m BB -

B E2020F6 A308 [EN @ A RS M0 A A G
TP EREDREER A ER((E B g8
ADEMR PR B RERE -

REAREREAR AV EREIIABERFEE
VR RATCRMEMBENAFEESE T /EH
AEBHZE2019F12A3MB EFEZ2H B HEK —

HREE RENEYBHRROEER[ELRKA
REERRATERENSREERBEINRA

FEAZ REZSALCERTHASRETHRE
FrAz gt BTy A S EE £2019F12 A31H
IEFFEZRERRAVBREMEAE — 8 B
BEACEEREAEMBEHREBD B BE
EAEBEEEBHTIRATBREFESRERER
AEBVERANRNZAT/EETOBRERY K
R

Bl g R E 198 &
B B & 5T 2E Al 8 5%
(1B FT &)

BB & 5 ERIF 395 -
B B B % R & 42 A
B 75 & BB @)
HERA B
(1B FT )

B B B 7% 3R & 4E Al
EEXEACCE IR

Bl BR Bt 75 3R &5 2E B
F165% (B3] A°)

Bl B & 5t 2E RIS 1658
(1B FT )

B B B 7% 3R & 4E Al
EEXEACCE IR

BEAI-BEAUNES

MEREERE

EHHER

H2019EREEEBE
M eESR
1 5E £ A AT RO P AS BUOR

12 HE 2R 4R 3

2020 Interim Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

2. BASIS OF PREPARATION (continued)
Statement of compliance (continued)

Annual Improvements to IFRSs 2018-2020 Cycle

Amendments to IAS 37 Costs of contract performance

Amendments to IAS 1 Classification of liabilities as
current or non-current
IFRS 17 Insurance contracts
Amendments to IFRS 10 and

IAS 28

Asset sales or capital contributions
between investors and their
associated companies or joint

ventures

The management of the Group anticipates that the adoption of the
new/revised IFRSs in the future periods will not have any significant
impact on the Group’s consolidated financial statements.

3. CHANGES IN ACCOUNTING POLICIES

There were no changes in accounting policies during the period.

4, ESTIMATES

The preparation of this condensed consolidated interim financial
information requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense. Actual
results may differ from these estimates.

In preparing this condensed consolidated interim financial information,
the significant judgements made by management in applying the
Group’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the annual financial
statements for the year ended 31 December 2019 of the Group.
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

ENE HHHMBEHR

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS

5.1 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 condensed consolidated interim financial information does not
include all financial risk management information and disclosures
required in the annual financial statements and should be read in
conjunction with the annual financial statements for the year ended 31
December 2019 of the Group.

There have been no changes in the risk management policies since
last year end.

5.2 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 from
cash and cash equivalents and borrowings denominated in HKD and
USD. The Group has entered into a currency swap agreement with
a major borrowing bank to manage the currency risk in related to the
borrowings.

As at 30 June 2020, if RMB had weakened/strengthened by 1% (2019:
1%) against HKD and USD denominated cash and cash equivalent with
all other variables held constant, revenue for the six months ended
30 June 2020 would have been approximately RMB4,374,345 (2019:
RMB7,373,433) higher/lower. If RMB had weakened/strengthened by
1% (2019: 1%) against HKD and USD denominated borrowings with all
other variables held constant, net profit for the year would have been
approximately RMB24,960,326 (2019: RMB20,951,910) lower/higher.
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

ENE

FTHHMBEER GHEHTHAMEERMEEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Credit risk

The carrying amounts of cash and cash equivalents, restricted cash,
term deposits with initial term of over three months, trade and other
receivables, receivables under service concession arrangements and
amounts due from customers for construction contracts included in
the consolidated statement of financial position represent the Group’s
maximum exposure to credit risk in relation to its financial assets. The
objective of the Group’s measures to manage credit risk is to control
potential exposure to recoverability problem.

All the cash and cash equivalents and term deposits with initial term of
over three months were deposited in the major financial institutions in
Hong Kong and the PRC, which the Directors of the Company believe
are of high credit quality.

For receivables, the Group assessed the credit quality of the
counterparties by taking into account their financial position, credit
history and other factors. Management also regularly reviews the
recoverability of these receivables and follow up the disputes or
amounts overdue, if any. As at 30 June 2020, the ageing analysis of
trade receivables is set out in Note 15.

The Group considers the probability of default upon initial recognition
of asset and whether there has been a significant increase in credit
risk on an ongoing basis throughout each Reporting Period. To
assess whether there is a significant increase in credit risk, the Group
compares the risk of a default occurring on the asset as at the reporting
date with the risk of default as at the date of initial recognition. It
considers available reasonable and supportive forwarding-looking

information.
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

ENE HHHMBEHR

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Credit risk (continued)
(i) Trade receivables

For trade receivables, the customers are primarily local governments
and PRC state-owned entities. The Group applies the simplified
approach to providing for expected credit losses prescribed by IFRS
9, which permits the use of the lifetime expected loss provision for all
trade receivables.

The expected loss rates are based on the payment profiles of
sales over a period of 12 month before 1 January 2019 and the
corresponding historical credit losses experienced within this
period. The historical loss rates are adjusted to reflect current and
forward-looking information on macro-economic factors affecting the
ability of the customers to settle the receivables. There was no change
in the estimation techniques or significant assumptions made during
the period.
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHSHPHUMBERMECR

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Credit risk (continued)
(i) Trade receivables (continued)

On that basis, loss allowance provision for trade receivables amounted
to RMB22,218,317 was recognised as at 30 June 2020 (2019:
RMB16,294,264). The expected loss rate for trade receivables and the
loss allowance provision as at 30 June 2020 and 31 December 2019
are illustrated as follows:

5. MBEABREEREMIR(E)

5.3 =R ERKE)
(i) B S EK S IEE)

b B 7220204 6 B30 B (R 4 B B BF 15 3R
RAFIOR I BREFERREEBRBERFEARE
22,218,31770 (20194 : A K 16,294,264 7T ) ° 2
20206 A30H K%2019F 12 A31H » E R K EMN
EHEBEBRERREBEBEREENT

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

Trade receivables BESREKAE

As at 30 June 2020 #202056 A30H
Expected loss rate BHEEX

Gross carrying amount (RMB’000) BEEBEARETT)
Loss allowance provision (RMB'000) BEEBAREFL)
Credit-impaired FEBX

RE—% 1£22F PEXE:3

1.00% 2.12% 29.34%
964,696 390,148 14,719 1,369,563

(9,638) (8,262) (4,318) (22,218)

955,058 381,886 10,401 1,347,345
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHPTHMBEERMEGE

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND 5 HH¥EAKREEREMIAE)
FINANCIAL INSTRUMENTS (continued)
5.3  Credit risk (continued) 53 EHRBEGE)
(i) Trade receivables (continued) (i) B SEKFE(Z)
Up to 1 year 1to 2 years 2 to 3 years Total
RE—F 1224 2E3F G
Trade receivables ESEKAE
As at 31 December 2019 ®2019F 127318
Expected loss rate EHEEX 1.25% 3.77% 27.91%
Gross carrying amount (RMB'000) BEAEAREFT) 935,027 37,300 11,425 983,752
Loss allowance provision (RMB'000) BEBEARETT) (11,698) (1,407) (3,189) (16,294)
923,329 35,893 8,236 967,458
Credit-impaired FEBX No No No

As at 30 June 2020, the Group recognised loss allowance of
RMB5,924,053 (2019: RMB6,640,268) on the trade receivables. The
movement in the loss allowance for trade receivables is summarised

M2020F6A30H A% Ep B S E WK IERE
R E BB AR 5924,0537L(20194F 1 AR
6,640,2687C) - B S EINFEBERBENEH AL

2020 2019
2020 ¥ 2019 F
6HA30H 12 A31H
RMB’000 RMB’000
AR¥ T ARBTFT

16,294 9,654
5,924 6,640

below. N
At the beginning of period )

Increase of allowance 8 12

At the end of period R

22,218 16,294
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Credit risk (continued)

(ii) Receivables under service concession arrangements/
amounts due from customers for construction contracts/

other receivables

The Group considers the probability of default upon initial recognition
of asset and whether there has been a significant increase in credit
risk on an ongoing basis throughout each Reporting Period. To
assess whether there is a significant increase in credit risk, the Group
compares the risk of a default occurring on the asset as at the reporting
date with the risk of default as at the date of initial recognition. It also
considers available reasonable and supportive forwarding-looking
information.

The Group does not hold any collateral over receivables under
service concession arrangements or amounts due from customers for
construction contracts as at 30 June 2020 (2019: Nil).

The Group uses four categories for these receivables, which reflect
their credit risk and how the loss provision is determined for each of
those categories.

5. MBEABREEREMIR(E)
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

ENE HHHMBEHR

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Credit risk (continued)

(ii) Receivables under service concession arrangements/

amounts due from customers for construction contracts/

other receivables (continued)

A summary of the assumptions underpinning the Group’s expected

credit loss model is as follows:

Category
Eoll

Performing

Underperforming

B E

Non-performing

TR

Write-off
i 3

Group’s definition of category
AEEHEENES

Customers have a low risk of default and a
strong capacity to meet contractual cash
flows

BERFENERE BEREENELE
EHNHEERE

Receivables for which there is a significant
increase in credit risk
15 & [ b 58 2 318 0 &Y FE W 3R R

Customers have difficulties in making full
payment despite numerous reminders

BEZRRE BEFPNEBELLE
(N

& B & 6 HA BE 75 BB A ()

MBERREEREMIR(E)

& A B B (%)

BHRBEGHETHERZE ERERE
EEREH A ERIEE)

AEERMEERAREANNBRREHENT

Basis for recognition of
expected credit loss provision
ERAEHEFERABENEE

12 months expected losses. Where the expected
lifetime of an asset is less than 12 months,
expected losses are measured at its expected
lifetime

1NERAEHELX -WEENTHEHEFEH IR
128  FAEEBEXKRAERFENTS

Lifetime expected losses

BEEFTEPHANFEREL

Lifetime expected losses

BEEFTEMHANERBEEL

There is no reasonable expectation of recovery Asset is written off

aEEH KD
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND 5 HEH¥EAKREERSHIAEE)
FINANCIAL INSTRUMENTS (continued)

5.3  Credit risk (continued) 53 EHRBKEGE)

(ii) Receivables under service concession arrangements/ (i) BEBREBETHENKNSE BEHEAE
amounts due from customers for construction contracts/ EARHEMERGEE)

other receivables (continued)

On the basis as stated, a total loss allowance provision for receivables fEFTHl A EH L HHFREHBZE THEKZKIEN
under service concession arrangements, amounts due from customers (A EIEEFH  BEEANVNEFBERZ B R LM E
for construction contracts and other receivables (except for the tax WHB(BRTBER SR EENEHRINMESEA A
rebate which are not financial assets) amounted to RMB13,079,114 K #13,079,11470(2019% : A R #10,092,947 1) -
(2019: RMB10,092,947) was recognised at 30 June 2020 as follows: WA 202056 A30 B R T ©

Amounts
Receivables due from

under service  customers for

concession construction Other
arrangements contracts receivables
5 7 Bk %
1 & T B9 EkER Hit
FE 2 E BESRR FE b 3
As at 30 June 2020 7202046 A 30 A
Expected loss rate BHEEX 0.01%-0.1% 0.5%-1.2% 0.3%-1%
Gross carrying amount (RMB'000) sEAeBEAREFL) 1,800,146 629,275 750,991 3,180,412
Loss allowance provision (RMB'000) BEEBAREFIL) (848) (6,725) (5,506) (13,079)
1,799,298 622,550 745,485 3,167,333
Credit-impaired FEBX
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHBEHR

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND 5.
FINANCIAL INSTRUMENTS (continued)

5.3 Credit risk (continued)

5.3 EHRARKE)

MBEERREEREMIRE)

(ii) Receivables under service concession arrangements/  (ii) BEHRBGETHERSE EREFAE

amounts due from customers for construction contracts/

other receivables (continued)

Amounts
Receivables due from
under service customers for

BE R H A EY S E(E)

concession construction Other
arrangements contracts receivables Total

TR % BESA

i+ T YRR Hit

FE Y 3R HE J& e 7 0B At
As at 31 December 2019 R2019F12 4318
Expected loss rate 0.01%-0.1% 0.5%-1.2% 0.3%-1%
Gross carrying amount (RMB’'000) BEAEAREFTL) 1,390,030 549,978 1,091,268 3,031,276
Loss allowance provision (RMB'000) BEEBAREFL) (487) (6,134) (3,472) (10,093)

1,389,543 543,844 1,087,796 3,021,183
Credit-impaired No No No

As at 30 June 2020, the Group recognised loss allowance of
RMB2,986,167 (2019: RMB2,185,344) on the trade receivables. The
movement in the loss allowance for trade receivables is summarised

below.

LR

30 June
2020
2020 &£

6 H30H
RMB’000

At the beginning of period LR
Increase of allowance 8 15 0
At the end of period R
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ARE#® T

10,093
2,986

13,079

M2020F6 A30H A K B 5t B 5 FE W 5K H #
BB B BE AR #2986,167L(2019F 1 AR
2,18534470) B S EBWF BEEBRENE DAL

31 December
2019

2019 4F
12HA31H
RMB’000
AR For

7,908
2,185

10,093



CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHSHPHUMBERMECR

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND 5.

FINANCIAL INSTRUMENTS (continued)

5.4 Liquidity risk

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 balance sheet date to the contractual
maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows.

As at 30 June 2020
(Unaudited)

Borrowings

Financial liabilities included in
trade and other payables

Lease liabilities

Less than
1 year
15N
RMB’000
ARETT
202056 A30 A
(REEZ)
fa % 1,529,330
BEERNERRLAM

ENRTHEREE
HEAR

552,032
3,287

2,084,649

MBERREEREMIR(E)

54 REBESER

TEHASERBEREEABRAZAMNIHA
MFBKAREENAINNESFEEELEN S
REEETOW - ERARENSBRRRERR
maRReRE-

Between Between
1 and 2 years
1225
RMB’000

AREFT

2 and 5 years
2E5F
RMB’000
AREFT

Over 5 years Total
56 &t
RMB’000 RMB’000
AREFT AREFT

2,101,257 1,718,278 5,348,865

552,032
6,569

2,101,359

1,718,700

5,907,466
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
EFENE FHMBEERN HHRSHPHMBTERMZEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND 5. MHERAREERSEMIA(E)
FINANCIAL INSTRUMENTS (continued)

5.4  Liquidity risk (continued) 54 HEBESRAKRE)
Less than Between Between
1 year 1 and 2 years 2 and 5 years Over 5 years Total
1R 1525 2255 5% & CEl
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000

AREFT ARETFT ARBTFT AR®FT AREFT

As at 31 December 2019 W2019%12 A31H

(Audited) (&%)
Borrowings f& & 896,651 407 472 3,710,252 - 5,014,375
Financial liabilities included in AETENERREM

trade and other payables ERZAHERERE 422,593 - - - 422,593
Lease liabilities HEBRE 3,970 1,515 - - 5,485

1,323,214 408,987 3,710,252 - 5,442,453

5.5 Fair value estimation 5.5 nREEME

(a) The table below presents financial instruments carried at fair  (a) TRENTRAFEFENAABETEN
value, by different measurement methods. The measurement SRIE -BSFAEERTEDOT :
levels are defined as follows:

Quoted prices (unadjusted) in active markets for identical  * HREEXEEEERT SO MEBCREH
assets or liabilities (level 1); B)E1E):

. Inputs other than quoted prices that are observable for the  * BRIBEN ZEEIBENTHEZHNEM
asset or liability, either directly (that is, as prices) or indirectly WG 0B EE G oERE) R (B
(that is, derived from prices) (level 2); and REEBR(E2E): &
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CHAPTER EIGHT
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND 5.
FINANCIAL INSTRUMENTS (continued)
5.5 Fair value estimation (continued) 5.5
(a) The table below presents financial instruments carried at fair  (a)
value, by different measurement methods. The measurement
levels are defined as follows: (continued)
Inputs for the asset or liability that are not based on observable -
market data (that is, unobservable inputs) (level 3).
. The following table presents the Group’s assets and liabilities -«
that are measured at fair value at 31 December 2019 on a
recurring basis:
At 31 December 2019 #®2019412A31A1 Level 1
(Audited) (BE %) E1E
RMB’000
ARKFT
Financial assets EREE
Cross Currency swap classified as TNEBEBLIBRUARE -
financial assets at FVPL B EEHEHHALHE
HNEREE
Investment in Single Asset Management Plan E-BEERAERENER -
classified as financial assets at FVPL NAnBEAEEEZYH
AEHEENEREE

The following table shows the Group’s assets and liabilities that are
regularly measured at fair value as at 30 June 2020:

At 30 June 2020 N2020%E£6A30H
(Unaudited) (REEH)
Financial assets EREE
Cross Currency swap classified as RREBERIBRAANDAE
financial assets at FVPL B EEHEHTALHE
wHeREE
Investment in Single Asset Management Plan E-AEERHEAREDER
classified as financial assets at FVPL NAnBENEEEZYH
AEHBEENEREE

INTERIM FINANCIAL INFORMATION

MBERREEREMIR(E)

P RBEEMGB(E)
TRENTRAFESTEZN AL BEFED
CRMITE-ZAESHERENT (&
EESRBBYFKRENBEETSHEZS

AEMRATBERGAEBE (EIE) -

TR RAEENR2019F12 A31HIZ A &
BETHITENEERAE:

Level 2 Level 3 Total
F2E F3E A
RMB’000 RMB’000 RMB’000

ARETTT ARETT ARET T

46,327 - 46,327

- 200,000 200,000

TRIRAEER2020F6 HI0H L AR BEETFE
HitBMmBEERAHE:

Level 1
$1/E
RMB’000
AREFT

Level 2 Level 3 Total
%28 238 CEi
RMB’000 RMB’000 RMB’000
AREFT AREFT AREFTR

200,000 200,000
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE PHMBERN BRSHTHMEE MG

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

5. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.5 Fair value estimation (continued)

(b) Fair value of financial assets and liabilities measured at
amortised cost

The fair values of the following financial assets and liabilities
approximate to their carrying amounts:

Trade and other receivables (except for prepayments);
. Receivables under service concession arrangements;
. Cash and cash equivalents;
Trade and other payables (except for advance from customers,
staff salaries and welfare payables and accrued taxes other
than income tax); and
. Borrowings.
The fair value of non-current receivable under service concession
arrangements, non-current amounts due from customers for
construction contracts and non-current borrowings is estimated by

discounting the future cash flows at the current market rate available to
the Group and the Company for similar financial instruments.

5. HMBEABREEREMIA(E)

5.5 N REEMEE)

(b) HHBHEREABHEHEETNERY LR
&1

LNTEREENMEBEBENAABELUNEREE
B :

. R W B R B EL b R (FRLAS 3R BR 5)

. R FF A HE 1 EE T RO JE MR

. REeRBEFED:

. JE A BR SR R At A SR (TR MRGROR - B B

T T & M4EF LA KBRS B 50 89 JE 51 B 5K
Boh) R

BHRERLZHTHIERDEKRFIE BREF
BEARFNERDSELRERDERNILE
ERBAESBENAQRATERNAUSR I AN
BRITmSHNEHRKRSREETIHRME -
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

6. SEGMENT AND REVENUE INFORMATION

The chief operating decision-maker has been identified as executive
Directors of the Company. Management has determined the operating
segments based on reports reviewed by the executive Directors of
the Company for the purpose of allocating resources and assessing
performance.

The executive Directors of the Company consider the business from
product and service perspective. The Group’s reportable segments are
as follows:

Wastewater treatment;

Water supply; and

. Others, including management service, holding of investment
properties and transportation business.

The executive Directors of the Company assess the performance of
the operating segments based on the measurement of revenue and
operating profit.

Unallocated assets consist of deferred tax assets and investments in
associates. Unallocated liabilities consist of deferred tax liabilities and
income tax payables.

Capital expenditure comprises mainly additions to land use rights,
property, plant and equipment and intangible assets.

6. HHMEBANEHR

ERREARERRERARANTES -2
BEERBEARAATEEERZN AROIEER
MAHERROBREEELENH -

ARARRTEZTRERNREDAEEEEK -
AEBEMREDHBWT

. V5K R B
. KGR
. Hih BIEEEXER BERAVENES

Eg

pa

ARBATEERBRAHENEEFN BT EHE
)

R RIR o

ANDEEERRBEEMSEHEENBERE - K
PEARBEEREEMERBEEMENAER -

EXARAXTIERELBERE THE THRER
EANEZEEMIE M-
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHBEHR

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

6. SEGMENT AND REVENUE INFORMATION

(continued)

(a) Revenue

The revenue of the Group for the six months ended 30 June 2020 and

2019 are set out as follows:

Wastewater treatment

6. SEHRBANERGE)

(a) [N

# £20204F 22019466 A30H IE/XE A - AEE
BRBEADT :

Unaudited
REEZ
Six months ended 30 June
BZ6A30RLAMEA

Operating services — under TOO model
Operating services — under TOT/BOT model
Construction services — under BT model
Construction services — under BOT model
Finance income

Reclaimed water supply and running water supply

Operating services — under TOO model
Operating services — under TOT/BOT model
Construction services — under BT model
Construction services — under BOT model
Finance income

Others

Management services

Transportation services

Construction services — under BT model
Thermoelectricity services

Others

2020 2019
2020 20194
RMB’000 RMB’000
AR#®F T AREFT
5 7K Br 32 537,347 487,914
EERK-TOORX T 390,050 416,284
LB RBE-TOT/BOTE X T 50,240 30,389
EERBE-BTHEAT 334 12,479
EERE-BOTHEN T 64,020 22,494
B %5 W A 32,703 6,268
BAEKHEE R B RK
it e 60,955 99,434
LERE-TOOE KX T 10,313 16,560
LERE-TOT/BOTER T 6,706 6,016
BERSE-BTERXT 99 36,773
BERS -BOTENXT 28,737 40,085
B 75 Mg A 15,100 -
H b 196,214 124,650
ERR 83,113 42,674
iE % R 7% 1,976 2,099
BERE-BTENXT 59,833 9,046
BERS 38,612 59,361
Hifth 12,680 11,470
794,516 711,998
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

6. SEGMENT AND REVENUE INFORMATION 6. DHEBNE B (E)

(continued)

(b) Segment information

(b) SEME R

The segment information provided to senior executive management for  # £2020F 6 A30H I XA A - AEE A = & TT
the reportable segments for the six months ended 30 June 2020 isas EIEEBRHEN D HIFE LT :

follows:

Business segment EB5H
Revenue from external customers INERE P UL A
Segment gross profit 2 EEF

Segment profit

7 &R

Finance income
Finance costs
Share of results of associates

FHRA
8 KA

DIEBERTER

Profit before income tax

£ 15 15 A A

Other information

Depreciation of property, plant and equipment
Depreciation expense of right-of-use assets
Amortization of intangible assets

Capital expenditure

E&EH

THE IBEREORE
EREEEREXH
BREEEH

BEARX

For the six months ended 30 June 2020 (Unaudited)
BZE22056A30BLAEA(KREER)

Wastewater

treatment Water supply Others Total
SKRE Kt Hite CEi
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFTR

537,347 60,955 196,214 794,516

249,726 23,247 32,157 305,130

257,586 25,047 26,100 308,733

22,541
(134,331)
(56)

196,887

107,934
7,353
4,980

85,366
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

FNE PHHBEHR

6. SEGMENT AND REVENUE INFORMATION

(continued)

(b) Segment information (continued)

Business segment £%0H
Segment assets IHERE
Unallocated: KOER:
Deferred tax assets BEMGHAE

Investments in associates

GERE

Total assets BEELE
Segment liabilities ATHERE
Unallocated: ROEM:
Deferred tax liabilities BIEFRBERAR
Income tax payables ERmER
Total liabilities BREHE
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6.

(b)

Wastewater

treatment
BREE
RMB’000
ARBFT

7,467,689

4,557,659

DERBNE R (E)

o EVE ()

As at 30 June 2020 (Unaudited)
#202056 A30H (KB &)

Water supply Others Total
Ktk & Hit & &t

RMB’000 RMB’000 RMB’000
AREFT AEEFT AEEFT

817,765 1,806,469 10,091,923

55,121
14,777

10,161,821

306,292 1,017,673 5,881,624

84,793
68,237

6,034,654




CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

6. SEGMENT AND REVENUE INFORMATION 6. DHEBNE B (E)

(continued)

(b) Segment information (continued)

(b) NEMER(E)

The segment information provided to senior executive management for  # £2019F6 A30H L XA A - AEE A = & 1T
the reportable segments for the six months ended 30 June 2019 isas EIEEBRHEN D HIFE LT :

follows:

For the six months ended 30 June 2019 (Unaudited)
BE2019F6 4308 EAEA(REFER)

Wastewater
treatment Water supply Others Total
Business segment B8 EKEE Kt e Hit A&t
RMB’000 RMB’000 RMB’000 RMB'000
AREFT AREFT AREFT AREFT
Revenue from external customers SNERE P A 487,914 99,434 124,650 711,998
Segment gross profit AHBEMN 235,509 2,542 42,437 280,488
Segment profit B H 207,414 (2,278) 44,671 249,807
Finance income B 5 e A 28,526
Finance costs B B B R (95,438)
Share of results of associates AEBEAREE (5)
Profit before income tax FT 15 750 3 71 & 182,890
Other information Hipg
Depreciation of property, plant and equipment THE IBRKEHEATE 97,144 1,044 8,530 106,718
Amortization of land use rights T E AR E 4,689 - 239 4,928
Amortization of intangible assets EREEEH 5,125 - - 5,125
Capital expenditure EAHY 82,847 - 1,700 84,547
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
EFENE FHMBEERN HHRSHPHMBTERMZEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

6. SEGMENT AND REVENUE INFORMATION 6. H#HEUNER (£&)

(continued)
(b) Segment information (continued) (b) NEER(E)
As at 31 December 2019 (Audited)
MR2019E12 318 (B EZ)
Wastewater
treatment Water supply Others Total
Business segment £B0H EKEE Ktia Hit Ch
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT ARBFI AREFx AREFr
Segment assets NIEE 6,760,731 743,269 2,004,432 9,508,432
Unallocated: ROER:
Deferred tax assets BERFGHEE 52,990
Investments in associates HERE 14,833
Total assets BEELE 9,576,255
Segment liabilities STHER 3,879,507 385,147 1,067,434 5,332,088
Unallocated: ROEK:
Deferred tax liabilities ER-FGHEE 74,473
Income tax payables ERmER 75,273
Total liabilities EEEE 5,481,834
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

6. SEGMENT AND REVENUE INFORMATION
(continued)

(c) Geographical information

The Group has derived almost all of its business in the PRC, hence,
geographical segment information is not considered necessary.

(d) Information about major customers

The major customer groups from whom the individual customer’s
revenue amounted to 10% or more of the Group’s total revenue were

as below:
Customer A EFEA
Customer B X FB

6. SEHRBANEHR(E)

(c) i 32 & R

AEENLFHAEBEHETENRE Bt BB
BB BER

(d) TETPRER

AREBNTERFPBEEPRAREBATAFHKA
MR E B W ALTEN10%K10% A F)I T

Unaudited
AREZ
Six months ended 30 June
BZ6A30HLAMEA

2020 2019

2020 £ 20194
RMB’000 RMB’000
AR F T ARETIT
255,942 276,050
113,258 105,782
369,200 381,832

The customer portfolio of the Group is concentrated, which is
consistent with the industry practice. If the customer A or customer
B substantially defaults in payment or terminates the business
relationship with the Group, it could materially affect the Group’s
financial position and results of operations.

AEEBEFPHERBRASEY BATENRERR
—H-MREFPAXFTFBREERIREH KA
AEERIBEGHFHEE EREFEAKTEN
B 75 R 00 R0 A AR o
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
EFENE FHMBEERN HHRSHPHMBTERMZEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

7. INVESTMENT PROPERTIES 7. BREME

Unaudited
KREEZ
Six months ended 30 June
BZ6A30RALAMEA

2020 2019

2020 &£ 20194
RMB’000 RMB’000
ARE#TFT ARETT

At fair value BATHE

At the beginning of the reporting period RS B -
Transferred from construction in progress BEERIEHA -
Net change in fair value recognized in profit or loss RIEZRRAZANEZEFE -
At the end of the reporting period R E R -

The Group’s entire property interests were held under leases toearn ARAEE2AWERFZNHIBRBEHESTEUENEAS
rentals income or for capital appreciation which were measured using WA HKEAREE WEHBAFLTEERTEUARS
fair value model and were classified and accounted for as investment R ABE AR EWE - AEB2EEMWE LR
properties. The Group’s investment properties were located in the M o

PRC.

For the six months ended 30 June 2020, the commercial properties in & £2020566 A30B IF <@ A REB @GR Y %
Kunming were transferred from construction in progress to investment JHERIREBZREWE IR EESRFE

properties and a fair value gain of approximately RMB16,314,400 was #fREX%Z 2 AFEWZH A K% 16,314,400 7T ©
recognized in the consolidated income statement after the transfer.
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHBEH

&R & 6t AR & R A ()

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

7. INVESTMENT PROPERTIES (continued)

The value of the Group’s investment properties is determined by
the Directors of the Company with reference to the transaction price
information of similar properties in the market.

None of the Group’s investment properties measured at fair value are
categorised as level 1 and level 2. The Group’s investment properties
are categorised as level 3.

The following table shows the significant unobservable inputs used in
the valuation model.

7. BREWERGE)

AEBEZEREMENHARAEZZ2RTISRA
MERZFERENRETEEE-

AEBBRATEABZREDELNESBERE —
BEFE-_R - AEEZREDVEDIBERE=H -

TREJNHEREFTAZEATABRE ARE -

Range of Relationship of
Fair value Valuation Significant unobservable  unobservable inputs to  Sensitivity of
Assets hierarchy technique unobservable inputs inputs fair value unobservable inputs
rTUEE
EXFAHE BANBRH TABZWHAYIEH TABZBAYEN
BE NEEER fh {8 5% 1 PN &4 &E NTFEHRE B
Investment Level 3 Direct Adjusted market price per  10% + The higher adjusted Increase/Decrease 10%
properties comparison square meter ranging market price, the result in increase/
located in approach from RMB9,100/sq.m. higher fair value of the decrease in fair value
the PRC to RMB11,000/sg.m. investment properties, by RMB8,100,000/
and vice versa RMB8,100,000
RPEmNE EZ& R A VA BYFROEHETE  10% +EAETEAR RE ENHA10%EHA
EN% NFEGETRAR WENRTERS TEEM B AR
9100t E AR R 2 IR 8,100,000/ A &
11,000 7T 8,100,000 7T

The fair value measurement is based on the above asset’s highest and
best use, which does not differ from their actual use.

No investment properties were pledged as at 30 June 2020.

AFEFEDERLREEZES RRERE
HREZERABLERR-

202046 A30H T EE L E MEEA -
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

8. RIGHT-OF-USE ASSETS 8. EFHEEE

The Group’s right-of-use assets represents (i) the prepaid lease A &EEBEMFEREEEA UL P EH T IE

payments for land located in the PRC, and (ii) leased properties. AERH LR BEEDE-
Land use Leased
Rights Properties Total
T it fE AR HEWE & &
RMB’000 RMB’000 RMB’000

ARETT ARETTT ARETT

Reconciliation of carrying amount REEY R

— for the six months ended —H E£2019¥6HA30H

30 June 2019 IER1EA
At the beginning of the reporting period 7 3k &5 £ %) 469,125 - 469,125
Depreciation e (4,928) - (4,928)
At the end of the reporting period RmEHR 464,197 - 464,197

Reconciliation of carrying amount BREE &R

— for the six months ended -8 =2020456 A30H

30 June 2020 <18 A
At the beginning of the Reporting Period 7 3k & £ %] 459,035 5,147 464,182
Additions 380 - 3,484 3,484
Depreciation e (5,355) (1,998) (7,353)
At the end of the reporting period REEHK 453,680 6,633 460,313
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CHAPTER EIGHT

9. PROPERTY, PLANT AND EQUIPMENT

9.

INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

TEE-IERER

Buildings Machinery Office and
and and electronic Motor  Construction
facilities equipment equipment vehicles in progress Total
BFR BER BRER
B BL ETRE L HEIR CE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARE ARE ARE ARE ARE ARE
fr fr fr fr fr fr
(Unaudited) (REBEH)
Six months ended 30 June 2020 HE202056R30HL~EA
Opening net book value BUREEE 1,769,153 550,133 44,643 682,128 3,058,900
Additions (a) Ei(a) 721 2,702 1,183 59,232 64,505
Transfers to investment properties EZREME - - - (64,686) (64,686)
Disposals RE - (26) (3) - (106)
Depreciation (Note 26) mEHitze) (46,781) (56,678) (2,652) - (107,934)
Closing net book value BRRERE 1,723,093 496,131 43,17 676,674 2,950,679
Buildings Machinery Office and
and and electronic Motor  Construction
facilities equipment equipment vehicles in progress Total
BFR BER BRAERE
R RE TRE kHE  ERIR At
RMB 000 RMB 000 RMB'000 RMB'000 RMB000 RMB000
ARH ARH ANEH ARH ARE ARE
Fr Fr T T T Tr
(Unaudited) (RBEH)
Six months ended 30 June 2019 BZE2019%56A30ALAHEA
Opening net book value BOEEFE 1,754,737 632,622 48,048 15,108 603,089 3,053,604
Additions Em 3,668 2,584 638 46 75,951 82,887
Depreciation (Note 26) & (it 26) (50,601) (51,497) (3,124) (1,496) - (106,718)
Closing net book value BREEFE 1,707,804 583,709 45,562 13,658 679,040 3,029,773
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

9. PROPERTY, PLANT AND EQUIPMENT 9. Af&HE -IBRER=Z=W®EE)
(continued)

(a) For the six months ended 30 June 2020, additions were (a) #H £2020F6 A30H L/~ A A MARE
RMB64,505,487 and the depreciation was RMB107,934,063. 64,505,487 7t - #T & A K #107,934,063 7T °

(b) The net book values of property, plant and equipment pledged  (b) ERRAEEER(MEF20)ERERDH T
as collateral for the Group’s borrowings (Note 20) as at the PE IRLAXEECESEEAEAERAD
respective balance sheet dates were as follows: BREFENT :

Unaudited Audited
ARBEZ KEZ
30 June 31 December
2020 2019

2020 % 20194

6 A30H 12H31H
RMB’000 RMB’000
AR® T ARBETFT

Buildings and facilities EFR&ME 369,784 380,816
Machinery and equipment Wes k& 8,085 9,749

377,869 390,565
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

ENE

THHBEER GHESHTHAMBTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

10.
ARRANGEMENTS

The following is the summarized information of receivables under
service concession arrangement with respect to the Group’s service

concession arrangements.

Receivables under service concession
arrangements

Current portion:

Receivables under service concession arrangements

RECEIVABLES UNDER SERVICE CONCESSION

10. BHFKEEBARATHERRRE

Loss allowance

Non-current portion:
Receivables under service concession arrangements
Loss allowance

MAEENFTCLEREBANS  FTEEED
FEIHMERREMNEZERDOT
Unaudited Audited
KB EZ KEZ
30 June 31 December
2020 2019
2020 § 2019 F
6 A30H 12H31H
RMB’000 RMB’000
AR® T ARBFT
HHCEERETH
JE W 7K IH
mENE D
R g EHE T B E Y RIE 7,550
EERE (2)
7,548
ERE T
5 HF S D 3 T Y 7 RO 1,787,488 1,382,480
EEEE (848) (485)
1,786,640 1,381,995
1,799,298 1,389,543

The effective interest rate fell within the range from 6.06% to 9.23%.

=
==

BB F KR £6.06% £ 9.23% & A A °
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

11. INTANGIBLE ASSETS 1. BEEE

Other
Computer Operating intangible

software concession assets Total
ERERH HHEEHE HEnEREE CE
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT

(Unaudited) (REEH)
Six months ended 30 June 2020 B 2202056 A30ALA~MEA
Opening net book value HMEEEE 8,080 191,340 199,420
Additions = - 17,377 17,377
Amortization (Note 26) B4 #26) (1,465) (3,515) (4,980)
Closing net book value HREREEFE 6,615 205,202 211,817
Other
Computer Operating intangible
software concession assets Total
e G FifrgerE HEnERAE Ch
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AREFr ARETFrx
(Unaudited) (REEH)
Six months ended 30 June 2019 HZ201956A30HL~EA
Opening net book value BYREFE 11,264 163,336 9,958 184,558
Additions 2 m - - 1,660 1,660
Amortization (Note 26) B (Wit 26) (1,960) (3,165) - (5,125)
Closing net book value BREEFE 9,304 160,171 11,618 181,093
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

12. INVESTMENTS IN ASSOCIATES

Investments accounted for using the equity method refer to the
associates held by the Group, movements of which are set out as

12. BERE

RERZTENREREARAEERANB SR
E-HEEBHIWT -

follows.

Unaudited Audited
*RE & KB %
30 June 31 December
2020 2019
2020 £ 2019 4F
6 A30H 12 A31H
RMB’000 RMB’000
AR ¥Fx AR For

Unlisted shares |l R
Share of net assets FEEME 5,491
Goodwill [GES 9,342
At the end of the reporting period wEBR 14,833

Fair value of investments

At the end of the reporting period, all of the Group’s associates are
private companies and there was no quoted market price available for
the investments.

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 IFRSs and adjusted
by the Group for equity accounting purposes including any differences
in accounting policies and fair value adjustments.

BHEZATE

RBEMA - ARERABERAYALERR
B AR A R (R

BEARZHMBEER

AEEBERANBENBTERBR T KX
GERNAERBEVBRSEARENT B ERR
TAHATEE TEAEESER S B MELH
B EARHETRERATEAENEMERE-
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
& B & 6 HA BE 75 BB A ()

FNE PHHBEHR

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

12. INVESTMENTS IN ASSOCIATES (continued)

Financial information of associates (continued)

Details of the associates at the end of the reporting period are as

follows.

Name of entities

B g

Yunnan Dianchi Information Construction
Management Co., Ltd.*
(EEEBGEERREEERRA,
“Dianchi Information”)

EHAMESEREBERLA
(TEER]

Yunnan Dianchi Jiajing Environmental
Technology Co., Ltd.* (EF B 5 F R
R B R 2 7, “Dianchi Jiajing”)

EFAERFREMBRER QA
(MEwE=2)

Kunming Zaojing Quanxiang Biological
Technology Co., Ltd.* (R EH R & 4
¥ EH B BR 2 7], “Kunming Zaojing”)

EREHFRBENMBRER LA
(TRHZEH])

Country/place
and date of
establishment
EMAIHER
B % B

PRC, Kunming
14 May 2012

R R
20126 5H14R
PRC, Kunming
13 April 2012
R B
201264 A13H
PRC, Kunming

12 August 2010

FE R
201068 A12H

English translation for identification purpose only.

12. EBtEHRE(E)
BEADZHBEER(E)

Paid-up
capital

BEHER

RMB’000

ARETT

2,500

11,600

8,000

BERRBERRNFBOT -

Proportion of ownership
interest held by the Group

AEEHFH
Fr & & # & b i

Unaudited Audited
RBEG BREZ
[N 31 December
2020 2019
2020 & 2019
6H30H 12A31H
40% 40%

40%

35%
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Principal
activities

TEEH

Construction of
communication
pipeline

bkl

pilll3

EENER

Research and
promotion of
environment
technology

IR IR B 0 B
A B

Research and
development
of biological
products

Y5 R BT



CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE HHEBMBEER HEASHDETBEERMEGE)
For the six months ended 30 June 2020 #{ £ 202046 A 308 (F/~1@ A
12. INVESTMENTS IN ASSOCIATES (continued) 12. B EHRE(E)

Financial information of associates (continued) BENRZHBERGE)

The Group’s investments in associates and certain of its key financial A&EBEMNHLEEUNLEBR ANEE NI H EEE

information attributable to the Group are as follows: MIEERMT :
Assets Liabilities Revenues Losses Net assets
BE & BN B#E BEE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT ARE TR ARETT

For the six months ended HZ2020F6A30H
30 June 2020 1EAEA 5,435

For the year ended 31 December 2019 # £20194 12 5318
HEE 7,092 1,601 1,168 (241) 5,491
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

13. DEFERRED TAX ASSETS AND LIABILITIES 13. BEEZEFMGHEEMARE

Unaudited Audited
ARBEZ KEZ
30 June 31 December
2020 2019

2020 £ 20194

6 H30H 12H31H
RMB’000 RMB’000
AR®Tx AR®ETFT

Deferred tax assets: BEERSHEE:

— to be recovered within 12 months —BR12@AARE D 7,643

— to be recovered after more than 12 months —#5 A 1218 A 1% & [0 45,347
52,990

Deferred tax liabilities: BEERGSHE&E:

— to be recovered within 12 months —BR12@AARE D 2,061

— to be recovered after more than 12 months —#5 A 1218 A % 8 [0 72,412
74,473

Movements in deferred tax assets and liabilities during the six months 5 & £ 20204 [ 201946 A30 A 1L /< & A B i ik
ended 30 June 2020 and 2019, without taking into consideration the LEAMEHEAENEBEB(RERLEHRAULR -T2
offsetting of balance within the same tax jurisdiction, are as follows: WEHE)OZEHOT :

Unaudited
RREZ
Six months ended 30 June
B ZEZ6A30HIE~MEA
2020 2019
Deferred tax assets BEEFRESHERE 2020 £ 20194
RMB’000 RMB’000
AREFT AEBFT

At the beginning of the period H 52,990 50,861
Recognized in the consolidated statement of REPHEE NERANER
comprehensive income (Note 28) (1 &£ 28) 2,131 8,891

At the end of the period H R 55,121 59,752
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

13. DEFERRED TAX ASSETS AND LIABILITIES
(continued)

Deferred tax assets as at 30 June 2020 and 2019 were mainly related
to government grant, tax losses carried forward, unrealized foreign
exchange losses as well as depreciation and amortization differences
arising from the revaluation results on certain wastewater treatment
facilities and right-of-use assets injected by Kunming Dianchi
Investment Co., Ltd.* (R BA A 1 1% & B R & £ 2 &) (“KDI”) upon the
incorporation of the Company.

13. BEMBHREEMEREE)

720204 22019466 A30H - RIEMEREEE E
HARFEFERFHY RBRANRLHERFED
REAREAARNIRPEBBRED R AISKE
BREREREEESHBIERDEEREEE
HEEREENTEMBEERAK -

Unaudited
KR EZ
Six months ended 30 June
BZ6H30RLLAEARA

2020 2019

Deferred tax liabilities BEEFRBHAR 2020 £ 20194

RMB’000 RMB’000

ARBT T ARKFT

At the beginning of the period HA 0 74,473 64,040
Recognized in the consolidated statement of REPHEEE WERANER

comprehensive income (Note 28) (1 &£ 28) 10,320 9,734

At the end of the period R 84,793 73,774

Deferred tax liabilities were mainly related to fair value adjustment
arising from acquisition of subsidiaries in previous years, differences
arising from service concession receivables and differences arising
from construction contracts as at 30 June 2019 and 2020.

20194 [ 2020F6 A30H " EILEMEHEEEE
HMARFERBENBARNSRNAAEBERE
FAKEREBUERREZEEURBRETIESREH
MWERMENK -
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

ENE HHHMBEHR

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

14.

Derivatives not designated as hedging

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

instruments
— Cross Currency swap (“CCS”) —-RXE¥
([ZX&®EHRD

Investment in Single Asset Management

Plan

BE-EEERITERE

14.

AEERE T TANITETA

& B & 6 HA BE 75 BB A ()

UrnBEFEBEEHFANE

HHERMEE

Unaudited Audited
ARBEZ KEZ
30 June 31 December
2020 2019
2020 £ 20194
6 H30H 12 A431H
Notes RMB’000 RMB’000
K &t AR T AR®ETFT

(a)
86,107 46,327

(b)
200,000 200,000
286,107 246,327

(a)

(b)

The maturities of the derivatives are expiring on 26 March 2021, 27
September 2021 and 28 March 2022. The objective of these derivatives
entered into by the Group is to mitigate the currency exposures arising
from the bank borrowings of USD170,000,000 and HKD1,015,000,000
incepted principally for funding the operations of the subsidiaries
incorporated in the PRC. These derivatives are not qualified for hedge
accounting and their corresponding changes in fair values have been
recognised in profit or loss. As at 30 June 2020, gain on change in fair
value of the currency swap arrangement in an aggregate amount of
RMB86,106,912 was credited to profit or loss.

The fair value is estimated by using the discounted cash flow technique.

On 27 December 2019, the Group entered into an Asset Management
Agreement with an independent China-based financial institution (known
as the Asset Manager) and another independent China-based financial
institution (known as the Asset Entrustee), pursuant to which the Group
agreed to entrust an amount of up to RMB400 million as the Entrusted
Assets for the investment in a Single Asset Management Plan issued
by Kunming Industrial Development and Investment Co., Ltd. (“IDI"), a
wholly state-owned company holding 5.99% of total issued share capital
of the Company at the end of the Reporting Period. The investment in
Single Asset Management Plan included certain accounts receivables
and other non-standardised credit assets transferred from IDI. The
Single Asset Management Plan has no guaranteed returns and lasts for
12 months investment period.

As at 30 June 2020, the Group invested RMB200 million to the Single
Asset Management Plan. From the report of the Asset Manager, the fair
value of the Single Asset Management Plan approximates the carrying
amount at the end of the Reporting Period.

(a)

(b)

PTHE T AWM E A A202143A26H - 202149
A278 Kk2022F3A288 - AEBMAUZENTE
T E & B &= R ¥4 17 8 §170,000,000% T K&
1,015,000,0008 TFIEXEHNEERAKR T ETE A
ERBEEMA YO TFARBELSREES - S1T
ATETAEGBEHEANER HBENAAE
BEZHEEESFBER N2020F6 A30H * &
XEBEPZHN AR BEZH NG HARE
86,106,912 T B 7t A% ©

RFEHNRAREREN B EGEE-

M2019F 12 A27H A EHE—MB L HEHE &
KE(BAEEEBANRS HMBIYYES @K
BBLEESBTANUEEEE DS Bt
AEBEREZASEEZARKBI08ETHER
ZREE ARBREEHELRERERREML
ARI((EERERE]) (RREBER - FELAQA
EHITRALESINNEEBEERR)EITHE
—BEEHEE B EETEHIATHNRER
EETRERRERERREXEFAEREEBRHEMIE
EEILEEEE-E—BETEFELERER
E3R - AT A2 AR EL -

MR2020F6 A30H AEBERE -—BEEEEE
BEARB20EE T BEEETRANRSE -
E-EEEEMEIANAABENRAREBRNE
1A -
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

15. TRADE AND OTHER RECEIVABLES

Trade receivables (Note (a)):

— Third parties

— Related parties (Note 33)
— Local government

— Loss allowance

Trade receivables — net

Other receivables:

— Third parties

— Related parties (Note 33)
— Local government

— Loss allowance

Other receivables — net

Prepayments:

— Local government
— Others

— Impairment loss

Prepayments — net

Trade and other receivables — net

& U BR X R H b FE M 5K

FNE PHHMBERN BHSHDPPEHTERMWEGE)

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

Unaudited Audited
* B E & 5O
30 June 31 December
2020 2019
2020 20194
6HA30H 12 A31H
RMB’000 RMB’000
AR®T T AREFor

& W BR 3K (M &% (a)) -
—-F£=5 65,933 80,165
—RE B 5 (K7 #£33) 184,866 123,168
— b 75 T 1,118,764 780,419
—EEEE (22,218) (16,294)
BWERR—FHE 1,347,345 967,458
Hih Y :
—F=% 66,203 57,597
— a5 5 (K7 £ 33) 675,949 1,026,202
— i 75 BT 71,593 47,057
—E B (5,506) (3,472)
HtmEKRERR—FH 808,239 1,127,384
Y& 4+
— b 5 BT - 3,587
—H Al 122,743 126,990
— R EEE (4) (4)
BRHR-FHE 122,739 130,573
ERERFAREhERK—FHE 2,278,323 2,225,415

The fair values of trade and other receivables of the Group, except for
the prepayments which are not financial assets, approximated their

carrying amounts.

The carrying amounts of trade and other receivables are denominated

in RMB.

BABREMEENAMNRIN REEEKER
REMEBUKRO DA EME HELREFEME-

EURERERECEUANEABERAARBASE

fiL °
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

15. TRADE AND OTHER RECEIVABLES (continued)  15. & W BR 2% B &t JiE Uk 2K (48)

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

Unaudited Audited
ARBEZ KEZ
30 June 31 December
2020 2019

2020 5 20194

6 H30H 12H31H
RMB’000 RMB’000
AR¥TFx AR T T

— Within one year —1F LA 964,696 935,027
— Over one year and within two years —152%F 390,148 37,300
— Over two years —HiB2F 14,719 11,425

1,369,563 983,752

The Group does not hold any collateral as security over these debtors. A& H Kk iF B E KM B IEAE R BT AHER -
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

16. AMOUNTS DUE FROM CUSTOMERS FOR 16. EWEFEBESR X
CONSTRUCTION CONTRACTS

Costs incurred to date plus recognized profits less recognized losses: BEAEKARMEREFERERNEE:

Unaudited Audited
REEZ KrEZ
30 June 31 December
2020 2019

2020 £ 2019 4F

6 A30H 12H31H
RMB’000 RMB’000
AR®FiT AR FT

Costs incurred to date plus recognized profits less © % 4 i 7% in # 2 &9 5 8 #

recognized losses TR B 1R
Current portion: mENE D
Amounts due from customers for construction EREPFPREESGRK
contracts 28,030
Loss allowance EEEE (452)
27,578
Non-current portion: ERmBE D :
Amounts due from customers for construction EREFPREAGRK
contracts 607,165 521,948
Loss allowance EEEE (6,395) (5,682)
600,770 516,266
622,550 543,844
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHPTHMBEERMEGE

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

17. CASH AND CASH EQUIVALENTS 17. RERBREEEY
Unaudited Audited
KB EZ KEZ
30 June 31 December
2020 2019
2020 £ 2019 F
6 A30H 12H31H
RMB’000 RMB’000
AR® T AREFT
Cash and cash equivalents ReRkBEEEY (a) 1,380,784 1,290,199
Restricted cash Z R HIRE (b) 7,972 67,966
(a) Cash and cash equivalents are denominated in: (a) RekBeEENMONTEEE:
Unaudited Audited
REEG KEZ
30 June 31 December
2020 2019
2020 £ 2019 F
6 A30H 12 A31H
RMB’000 RMB’000
AR¥Fx ARBFT
RMB AR 990,066 552,856
HKD BT 369,094 714,487
usbD E7T 21,624 22,856
1,380,784 1,290,199

All deposits at bank are deposits with original maturity within 3months. Fi A ST FE 2 AR TN P EIFE AU T - H =
The Group earns interest on cash at bank at floating bank deposit 202046 8308 |F <18 B K"+ & £ B %N F0.30%
rates at ranged from 0.30% to 1.92% during the six months ended 30  %1.92% (2019412 A31H : 0.30% %/1.92%) # %

June 2020 (31 December 2019: 0.30% to 1.92%). BIRITFERAETERF R = -

(b) As at 30 June 2020 and 31 December 2019, the restricted  (b)
cash mainly comprised of guarantee deposits for construction
projects.
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

18. SHARE CAPITAL

Ordinary shares, issued and fully paid:

18. PR A

Tak mBRTRERE:

Number of
shares Share capital
BRHEE B &
(thousands) RMB’000

(Fat) ARET T

At 1 January 2020 and 30 June 2020 202051HA1H &
(Unaudited) 202046 A 30 H % &
(R EE %) 1,029,111 1,029,111
At 1 January 2019 and 30 June 2019 20191 A1 &
(Unaudited) 201946 A 30 H # &
(R EZ) 1,029,111 1,029,111
19. OTHER RESERVES 19. HiibhfFE
Share Statutory Capital Translation
premium reserve reserve reserve Total
BRAEE EERE BERE RERE EEl
RMB'000 RMB'000 RMB 000 RMB'000 RMB000

ARBETT  ARBTT  ARETT  ARETT  ARKETT

At 1 January 2020 2020E1R1B &8 1,283,440 251,226 (47,793) 1,489,179
Currency translation differences ERNEESR - - - 796
At 30 June 2020 (unaudited) 202056 30 &R (KB EHR) 1,283,440 251,226 (47,793) 1,489,975
At 1 January 2019 201961 B1R &8 1,283,440 215,202 (47,793) 1,435 1,452,284
Currency translation differences ERNEER - - - 89 89
At 30 June 2019 (unaudited) 201956 A30R &R (KB EH) 1,283,440 215,202 (47,793) 1,524 1,452,373

EREMKBERBAERLT 2020 FFHKE

107



CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHBEHR

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

20. BORROWINGS

Unaudited Audited
REEZ KEZ
30 June 31 December
2020 2019
2020 § 2019 F
6 A30H 12H31H
RMB’000 RMB’000
AR¥Tx AREFT
Non-current: ETE
Unsecured long-term borrowings AERHEHMER 405,000 340,000
Secured long-term borrowings (Note (b)) R K B 18 k(K 7% (b)) 2,809,004 2,828,418
Corporate bonds (Note (c)) RAElEH (M7 (c) 712,227 696,629
3,926,231 3,865,047
Current: mE
Unsecured short-term borrowings REROEHER 985,000 615,000
Secured short-term borrowings (Note (b)) &R 1 52 B A& 51 (A7 77 (b)) 99,446 86,320
1,084,446 701,320
5,010,677 4,566,367
(@) Al the borrowings were denominated in RMB, USD and HKD. (a) BHRAARE EXTRBILAEL-

(b) As at 30 June 2020 and 31 December 2019, analysis of the (b) 7202066 A30H K2019412A31H A
secured borrowings are as follows: EROEZRSTET :

Unaudited Audited
REEZ REZ
30 June 31 December
2020 2019

2020 £ 2019 F

6 A30H 12H31H
RMB’000 RMB’000
AR¥Tx AEBTFT

Secured by: ERY :
BARQRAETHRAAER 2,496,032 2,453,503
TEE - THME®RB 412,418 461,235

Corporate guarantee issued by the Company
Property, plant and equipment

Total AFr 2,908,450 2,914,738
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHMBERN BHSHDPPEHTERMWEGE)

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

20. BORROWINGS (continued) 20. fE®m (&)

(c) As approved by the National Development and Reform  (c) KB RENEZ2015F11 A28 H > AR
Commission on 25 November 2015, the Company issued A R2015F 124258 B TR AlfEH AR
corporate bonds of RMB700,000,000 for a term of 7 years, #700,000,0007T * B R R7F - FF X R
bearing interest at 4.35% per annum on 25 December 2015. At 435% RESF R ARAIATHBHR W
the end of the fifth year, the Company can adjust the interest FHF E(RH A0.00%ZE3.00%% B A) -
rate within the range of 0.00% to 3.00% for the remaining MIEREETRAEHMNENRAE FAERE
2-year period, and the investors have an option to request early KIEEERERNREENRAAES -
redemption at par value of the outstanding corporate bond if
they do not accept the adjusted interest rate.

(d) The exposure of the Group’s borrowings to interest rate  (d) AEBPEABOERINZEZHEREKER
changes and the contractual repricing dates or maturity dates B ETEAHKIBEAEUREERE)W
whichever is earlier are as follows: T~

Between
6 months 6 and 12 Between
or less months 1 and 5 years Total
6@ AEHIULT 6E121@ B 1E5% & &t
RMB’000 RMB’000 RMB’000 RMB’000
ARBFT ARETFT ARBTFT AREFT

As at 30 June 2020 (Unaudited) 20204 6 A 30 B # #%

(REEEZR) 100,718 983,728 3,926,231 5,010,677

As at 31 December 2019 (Audited) 20194 12 A 318 # &

(&%) 603,549 97,771 3,865,047 4,566,367

(e) The maturity of borrowings is as follows: (e) EHRNEBANT

Unaudited Audited
KB EZ OBz
30 June 31 December
2020 2019

2020 2019 4F

6 A30H 12 A31H
RMB’000 RMB’000
AR¥TFx AEBFT

On demand or within 1 year BIER 19 AR 1,084,446 701,320

Between 1 and 2 years 1224 2,233,637 241,670

Between 2 and 5 years 2E 54 1,692,594 3,623,377

5,010,677 4,566,367
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE FHUMBEN GBRSHTHMEEBMEGE

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

20. BORROWINGS (continued) 20.

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

Borrowings &R

&= (&)

REBEBBRA ERHNETFHER
MEIMT

Unaudited Audited
REEZ KEZ
30 June 31 December
2020 2019

2020 5 20194

6 H30H 12H31H
RMB’000 RMB’000
AR¥TFx AR T T

6.21% 4.83%

(9) The fair values of current borrowings equal their carrying (9)
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 at the
respective balance sheet dates. The fair values of non-current
borrowings approximated to their carrying amount.

(h) The Group had the following undrawn borrowing facilities: (h)

RMB facilities AREEE

HMRITRNFETER AL REBERD
AhEERAREEEMRS FRIBERK
MARBEERBRAEMNRSRE LEM
REEBEBERARGROERNE X
BERMNERIAERITMSNNXRES
Bt SERBEFRN AR BERALKEE
B0

AEBETIRANEERE

Unaudited Audited
REEZ REZ
30 June 31 December
2020 2019

2020 £ 2019 F

6 A30H 12H31H
RMB’000 RMB’000
AR¥Tx AE®TFT

1,370,000 1,225,000
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FHEMBEY BHASHTHMBEERMECR

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

ENE

21. DEFERRED REVENUE

Government grants related to:
— property, plant and equipment
— research and development activities

3 B8 IR AT #h B
—IBE IWmEk&E

— % OR B

21.
Unaudited Audited
KB EZ KEZ
30 June 31 December
2020 2019
2020 § 2019 F
6 A30H 12H31H
RMB’000 RMB’000
AR®T ARBFT
260,937 265,588
622 766
261,559 266,354

The movement of government grants during the six months ended 30

June 2020 and 2019 is set out as follows:

EH £2020%F % 2019F6 A30H 1k /< 1@ A H B /5
W zE2FHINMOT

Unaudited
KBEZ

Six months ended 30 June
BZEZ6A30HIE~MEA

2020 2019

2020 £ 2019 F

RMB’000 RMB’000

AR FT AR FT

Opening net book value R EFE 266,354 222,530
Additions 0 - 30,000
Amortization (Note 24) 8 (W 7t 24) (4,795) (4,466)
Others E - (6,969)
Closing net book value BHARE®EFE 261,559 241,095
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHBEHR

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

22. TRADE AND OTHER PAYABLE 22,

Trade payables JE -] BR 3K

Other payables due to: Hfh & SR AT

— related parties (Note 33) — A B 75 (K7 77 33)

— local government — i 75 I

— third parties o =

Consideration payable for acquisition of subsidiaries B EM B AR A MM EE

Staff salaries and welfare payables JE 1< B T T & F0 48 A

Payables on acquisition of property, plant and BETHE IREEHENE
equipment: R AT

— related parties (Note 33) —REEE 5 (K7 72 33)

— third parties =il

Payables on acquisition of land use rights from related [7) B 5t 75 88 & L i A &
parties (Note 33) 5K I8 (K7 77 33)

Dividend payables (Note 30) FE 14 8% B (KY £ 30)

Interest payables FE 1 A8

Accrued taxes other than income tax

B BT 15 75 S0 1O & 5 7% 3K

Contract liabilities
— third parties

o>
|

o

o

[
NS
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Unaudited
REEZ
30 June
2020

2020

6 A30H
RMB’000
ARETT

187,311
124,023

12,735
1,717
109,571

20,958
24,103

32,907

16,040
16,867

58,194
128,639
3,570
11,588

591,293

Unaudited
REEZ
30 June
2020

2020 £

6 A30H
RMB’000
ARETT

F& 11 BR 5K % H b B £ 5K

Audited
KEZ

31 December
2019

2019 F
12HA31H
RMB’000
ARBFT

150,971
146,012

14,635
1,791
129,586

21,209
42,285

46,207

16,040
30,167

58,194

4,586
17,384

486,848

Audited
KEZ

31 December
2019

2019 4F
12H31H
RMB’000
ARBFT

7,238




22.

(a)

(b)

(c)

CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHSHPHUMBERMECR

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

TRADE AND OTHER PAYABLE (continued)

All trade and other payables of the Group were non-interest
bearing, and their fair values, except for the advances from
customers which are not financial liabilities, approximated their
carrying amounts due to their short maturities.

The Group’s trade and other payables are denominated in
RMB.

Ageing analysis of trade payables to third parties at the
respective balance sheet dates is as follows:

— Within one year —— %A

— Over one year and within two years

22,

(a)

(b)

(c)

——FAEMFUA

FE 1 BR 7K B H i & 14 K (4F)

AEBEMBERNERREMBENRELE -
TH BRABeRABENRKKEN BN
EREEMENREZREHRIG KA
nREEEAEREEERLD -

NAEBMBMER &AEEREMNERREE M
ENRAAREBEA -

REEEBBEXRABNF=THERZER

Unaudited Audited
KRBEZ KrEZ
30 June 31 December
2020 2019

2020 £ 20194

6 H30H 12H31H
RMB’000 RMB’000
ARBFT AR T T

174,337 137,309
12,974 13,662

187,311 150,971
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHBEHR

23. LEASES

Right-of-use assets (Note 8)

23.

ERBEEENES)

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

HE

— Leased properties - HEM%

— Land use right — 1 3 {5 A A
Lease liabilities HE&E
Current AN HA
Non-current 3E B AR
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Unaudited
REEZ
30 June
2020

2020

6 A30H
RMB’000
ARETT

6,633
453,680

460,313

Audited
KEZ

31 December
2019

2019 F
12HA31H
RMB’000
ARBFT

5,147
459,035

464,182

3,786
1,495

5,281



CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

24. OTHER INCOME 24, HihA

Unaudited
KEEZ
Six months ended 30 June
BZ6A30RLA<MEA
2020 2019
2020 £ 2019 4F
RMB’000 RMB’000
AREFiT ARBFT

Government grants: BT 6 B - 13,037 14,346
— relating to property, plant and equipment (Note 21) —E A EHE - THMMNREE H
(Kt at21) 4,651 4,446
— relating to research and development activities —EA IR B A (T 21)
(Note 21) 144 20
— relating to tax refund (Note (a)) —HRBREE@N () 8,242 9,880
Interest income from cash and cash equivalents ReRBASEMEENT
B A 1,963 4,206
Net fair value gain on financial assets at fair value BRAnBEFEEEZFH
through current profit or loss ANEHER EREEDN
AR BEFRE 39,780 -
Changes in fair value of investment properties REWMEZRAAEEBES 16,314 -
Others Hi 9,496 4,786

80,590 23,338

(a) Pursuant to Notice on Issuing the Catalogue of Preferential  (a) MapmameKEREaMNBERMNES

Value-added Tax Policies for Products Made through and EEREEEHEE  22015F7A1HE

Labor Services for Integrated Utilization of Resources issued NEERGFENBELCERHEXRER
by the State Administration of Taxation, companies who sell GREFRARES BN CEATEHRNIZES
self-produced products made with integrated utilized resources BEZREB(HEEBRDRBBE KEH
or provides labor services for integrated utilization of resources MEKEEBEBENMBAKMEEHLAES
can enjoy the policy of Value-added Tax (“VAT”) refund upon B#HIER DilaEKEZ70%K%50%H) 1%
collection from 1 July 2015. The wastewater treatment business BIRF o

and the reclaimed water supply business of the Group which
fall into the catalogue are qualified to enjoy 70% and 50% tax
refund proportions respectively.
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FYPHBER GHSHPHUHEERMEGE

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

25. OTHER LOSSES - NET 25. Hith@EHR-F8

Unaudited
KREEZ
Six months ended 30 June
BZ6A30RALAMEA
2020 2019
2020 £ 2019 4F
RMB’000 RMB’000
AREFiT ARBFoT

Donation expenses B (5) (17)
Others Hth (8) (65)

(13)
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26. EXPENSES BY NATURE

Depreciation of properties, plant and equipment
(Note 9)

Cost of construction services

Employee benefit expenses

Utilities and electricity

Fuel and power fee

Costs of wastewater treatment and water supply
services

Taxes and levies

Professional expenses

Labour costs

Repair and maintenance costs

Depreciation expense of right-of-use assets/
Amortization of land use rights (Note 8)

Transportation costs

Amortization of intangible assets (Note 11)

Commission charge (Note 33)

Office expenditures

Materials used in research and development activities

Auditor’s remuneration

Miscellaneous

CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

26, BHMHESEMER

Unaudited
REBEZ

Six months ended 30 June
B Z6A30HIE~EA

2020
2020 £
RMB’000
AR¥TFx

TEE IWEREONE

(Kt 7#9) 107,934
123 PR % A AR 137,368
EERAAX 77,121
PAEERES 59,585
R B & 26,335
55 7K B2 3B M K it 45 AR 75 BY

BN 55,294
& &M 13,850
HERB B 8,143
A TR AR 14,943
HEAS R #E K R 12,039
EHEEEMES L

i {55 PR R B (A i 8) 7,353
EBHEA 5,626
M BEEBEMFI1) 4,980
FEBHF33) 4,049
WAT W 4,891
MEMAZEFTHAAME 2,449

it B 396
IR 15,056

Total cost of sales, selling expenses, administrative
expenses and research and development expenses

HERA HEBR THE
A EE BB 557,412
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2019
20194
RMB’000
ARBFT

106,718
108,481
60,210
59,349
33,575

39,413
13,914

8,184
10,668
10,700

4,928
5,771
5,125
3,786
4,733

45
1,033
2,602

479,235
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

FNE PHHBEHR

& B & 6 HA BE 75 BB A ()

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

27. FINANCE COSTS - NET

Finance income:
— Interest income from time deposits
— Interest income charged to related parties (Note 33)

— Interest income arising from construction contracts

27. MBMEA-FH

BB

—EHE XA B KA

— [0 B B O W R e B A
(B 7£33)

—“REARELMNN WA

Finance costs:
— Interest expenses on borrowings
— Less: borrowing costs capitalized in property,

AR A
—fE A B H
—BEBERERHATHE

plant and equipment TR B 5% 18 B0 18 R
BN
— Interest expenses — net —FBBR-F%8
— Exchange losses —[E X &1
— Others —H A
Finance costs — net MBRE-FHE
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Unaudited
KB EZ

Six months ended 30 June

BHZEZ6HA30HLA~MER

2020 2019
2020 & 2019 4F
RMB’000 RMB’000
AR¥Frx ARBFT
693
22,459
5,374
28,526
(122,186) (84,980)
16,432 7,999
(105,754) (76,981)
(28,518) (17,988)
(59) (469)
(134,331) (95,438)
(111,790) (66,912)



CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

28. INCOME TAX EXPENSE 28. FEHEHR

The amount of income tax expense charged to the consolidated #HAHGAWERTIHENFMERERA ST IHE
statement of comprehensive income represents:

Unaudited
KEEZ
Six months ended 30 June
B Z6HA30RLAMEA

2020 2019
2020 ¥ 2019 F
RMB’000 RMB’000
AR#FTT ARBFT

Current tax EHFEMRER 28,109 31,780
Deferred tax (Note 13) EEFERE(MF13) 8,189 843

Income tax expense FREHER 36,298 32,623

EREREBMKBRHERLT 2020 FHhHHEEHE 119



CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
EFENE FHMBEERN HHRSHPHMBTERMZEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

28. INCOME TAX EXPENSE (continued)

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 enterprises is 25% from 1 January 2008. The income tax rate of
25% is applicable to all the Group’s PRC subsidiaries during the six
months ended 30 June 2020 and 2019, except for certain subsidiaries
that enjoy tax exemption or a preferential income tax rate as approved
by the tax authorities, which was discussed as follows:

(a) China’s west region development policy (the “West Region
Development Policy”) is a preferential tax ruling issued by the
State Administration of Taxation for companies whose business
fall into the catalogue of encouraged industries and located in
the western provinces of China. During the six months ended
30 June 2020 and 2019, the Company and certain subsidiaries
qualified for the West Region Development Policy were granted
the preferential income tax rate of 15%.

(b) Certain newly upgraded wastewater treatment facilities
meet the criteria provided in the catalogue for public basic
infrastructure projects qualified for CIT preferential treatments
and are entitled to three years’ exemption from CIT followed by
three years of a 50% tax reduction on relevant taxable income
derived from such new projects.

(c) The Group estimated that the forecasted effective tax rate for
the year ending 31 December 2020 is 18.4% and the effective
tax rate for the year ended 31 December 2019 was 16.9%.

28. FERiBSHEHRHE)

BEPFPEAREANBCEMSGREZ(LEMEH
FEDRCEMSHEZTHEGN - 52008F1718
P BEMENREA25% - R E £ 20204 %2019
F6ANBIEATEA BREFBEHFIILEZZRE
BEIEBEEMSHRENBINBE QAN NEMH
TEREMAENEB AR EB25%MTEH X -
BN

(a) FREEBAAEHRERERBAREYESH
ABECHEESN ELLTHBERR
HEEEXEBRATEENRRIEMEN —
ERBREERE(ABABEREBRER]D -RA
B AR RBLMERAFEFEH
FEEP KRG 3 B E R E - RNE £20205F &
20196 A30H IE ANl A = X15% M & =&
BB =

(b) HBOHARSKEEREMEAERER
CERASHEEREORAALERERIEERA
BEPHMRE-SFHAKERL LA AR
EENBHEERERA §EBREXI=2=
BMEINEEMESHRBEKESR-

(c) AN @ (L EHEH 2020612 A31 B L EE®
ARG EFEERME A18.4% - H £2019
FRAMNBLEFERANTFEERHE A
16.9% ©
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

29. EARNINGS PER SHARE

(a) 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 period.

29. BRWEH

(@) EAXABHRUEREGENARAEES
BAE BRI AE BT E BB R
BHBEFHE-

Unaudited
KR EZ
Six months ended 30 June
B ZEZ6HA30HIE~MEA

2019
20194
Profit attributable to equity holders of the Company BEERNARARRFAEAN
(RMB’000) FIE (A R # FT) 159,555 149,452
Weighted average number of ordinary shares inissue E %17 £ @R M MNEFH K
(thousand) (Fat) 1,029,111 1,029,111
Basic earnings per share (RMB) EREBRKZEAKE) 0.16 0.15
(b) The diluted earnings per share are the same as the basic  (b) 1£ B £2020F KX201946 4308 1F /X @ A

earnings per share as there was no dilutive potential share
during the six months ended 30 June 2020 and 2019.

30. DIVIDENDS

As approved by the Shareholders’ meeting held on 19 June 2020, the
Company may pay a cash dividend for the year ended 31 December
2019 of RMBO0.125 (tax inclusive) for every ordinary share amounting
to approximately RMB128,638,875 out of retained earnings of the
Company. The declaration of these dividends had not been reflected
as dividends payable in the consolidated financial statements for the
year ended 31 December 2019 but have been reflected as dividends
distribution for the six months ended 30 June 2020. The 2019
dividends had been distributed to the Shareholder on 6 August 2020.

NAGFEEEREBRENE @B BEESRK
HEEAERKERER -

30. B2

M 2020F6 A198 BHMRR RS & - KA A A
EBEBE2019F12A3MB FEHHMHELSHE
BRARBO0125 () HBFHEREER
LB HH O ARBK128,638,875L (S ) o % K
BMEERERE2019F12A31MB L EFEHMA
HOBREOEMNBRETRRER BEHeBEEH
£2020F6 A30B L ATEARNA KB HRENR
BOBET-2019F K E D MN202068 A6 H % i
BRRE -
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

31. CASH (USED IN)GENERATED FROM OPERATING 31. ZEZ2EF#H(ER) EL£HNHR &
ACTIVITIES

Reconciliation of profit before income tax to net cash (used in)) B EFRAF BELLFTH(ER) E LR & F
generated from in operations: HoBEEROT:

Unaudited
KR EZ
Six months ended 30 June
B Z6AHA30RALA<MEA

2020 2019
2020 & 2019 4F
RMB’000 RMB’000
AR¥FT AR T

Profit for the period before income tax HA & T 15 BT ADE 196,887 182,890
Adjustments for: FEIER

— Depreciation of property, plant and equipment —REE -IBmMRED

(Note 26) & (K777 26) 107,934 106,718
— Depreciation expense of right-of-use assets —FHBREETES T

(Note 26) (1 &£ 26) 7,353 4,928
— Amortization of intangible assets (Note 26) — | B EE (A E26) 4,980 5,125
— Government grants relating to purchase of —HERBETEE ITKRKE

property, plant and equipment (Note 24) AR R IS B

(Kt it 24) (4,651) (4,446)
— Share of results of associates (Note 12) —BEARKERRNDE
(Btet12) 56 5

— Finance costs — net — K AR —F 5 83,272 66,443
— Fair value gains on derivative financial —PTESBMIAREEY

instruments and investment properties ¥WAnEEKR (56,094) -
— Investment income from single asset -~ BE—EETEREES

management investments B 1% & = (7,153) -
— Impairment losses on financial assets and —SRMEENGRAE

contract assets VERIER=ES 8,948 -
— Losses from disposal of property, plant and —RETHE - IWMEZMHE

equipment EOREEES 15 -
— Exchange differences —EBHERE 42,530 -

384,077 361,663
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

31. CASH (USED IN))GENERATED FROM OPERATING  31.

ACTIVITIES (continued)

Changes in working capital:
— Increase in trade and other receivables

— (Decrease)/increase in inventories

— Increase in amounts due from customers for
construction contracts

— Increase in receivables under service concession
arrangements

— Decrease in deferred revenue relating to
research and development activities

— (Decrease)/increase in trade and other payables

— Increase in contract liabilities

BReE@H(ER) ELENRE(HE)

Unaudited
AREZ
Six months ended 30 June
B EZ6HA30HILLA~MEA

Net cash (used in)/generated from operations

2020 2019
2020 £ 20194
RMB’000 RMB’000
AR#FT AREFT
“EESEH:
— JE Uz BR 5k I EL At FE UK
&35 1N (410,905) (94,655)
—TFERCR D), /1 9,556 (4,559)
~RREFREEARKN
# 0 (79,296) (45,674)
—-BFHEEERETHE
1z 5% 38 9 4 N (427,492) (58,413)
—HEEEHABOELT
U 2= &9 (144) (20)
— JE o BR 3R I L fth FE 5P 3R
& CRl 2) /48 (24,193) 115,004
&R ABHEM 4,288 -
wE(ER)/EENR® (544,109) 273,346

EREMKBERBAERLT 2020 FFHKE

123



CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

32. COMMITMENTS 32, K&
(i) Commitments under operating lease (i) RETHE RS
The Group as lessor AEBFEIESHBAN

The Group leases its investment properties under operating leases with A EBBRELEHENHAERENME HHTH
an average lease term of five years. The total future minimum lease A A F - T HELEHEB T R K K E K

receivables under non-cancellable operating leases are as follows. HemgsmuwT:
Unaudited Audited
KB EZ KEZ
30 June 31 December
2020 2019
2020 £ 2019 F
6 A30H 12H31H
RMB’000 RMB’000
AR®T T AR FT
Within one year —F R 3,813 -
One to two years —F 4 3,813 -
Two to five years —ERF 8,265 -
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CHAPTER EIGHT

INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

32. COMMITMENTS (continued)

(i) Capital expenditures contracted for at each balance sheet date,
but not yet incurred are as follows:

Property, plant and equipment

TEE - ITMERE

32. EE(E)

(i) RBEEEBRBEITVNERNKRELENE

M HMT :
Unaudited Audited
REEG KEZ
30 June 31 December
2020 2019
2020 £ 20194
6 A30H 12H31H
RMB’000 RMB’000
AR¥TFx ARKFT
26,478 28,609

33. 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 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 can 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 financial
information.

33. MBAXS

WM—H AR EEAMEESNS - THEFEHY
BREEBERERYZ - THRMNEATE AEH
WEREFEB MREFTHABDIEMITES 1
WA R -

ARARAXBEHECKRERS HRERAMTEHEZR
ERBERH - KKRAFREE QR REEKS
B A& BB RS ER FE24R(EIER]) TR B
AERBEINRE BB ZE8URE S BERF
EEEHEEES BAZEHREAZENNER
FAIWBERAEEBER S ERXLARE - BHSTE
EERELREMENBAR(AEERKIN) A
ERATEEZENMNER HbRNEBELMES
HEMEAZENEBNRARAUARARNAABRE
BASMERGRE -AEBEEGBEBRGT - HM S
TREBRFES BAESRENEATENER
FHNEARGMNARERIZEBEBEEE =
W% & B RITT7 SN S KA K AR B B UBR 5K
MEMERR EBNERREMENSR G5 R
HRAMEANLNERER UERRERESE
B ARAEERRUBENELRSIRET
HRXHEEEEENERIRS -
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HDHPHMBER GHHESHPBUHHEERMEE)

For the six months ended 30 June 2020 & £202046 H30 A 1E /<1 A

33. RELATED PARTY TRANSACTIONS (continued) 33. BE A X 5 (&)

LA & # 220204 %2019 6 A30H 1t <@ A A
AEBEBRABAB IR - REBBEPAETERXN

RBHME LK R2020F6 A30H K£20194F 12
RA3BEBIRSELENER-

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 six months ended 30 June 2020 and 2019, and
balances arising from related party transactions as at 30 June 2020
and 31 December 2019.

(a) Name and relationship with related parties (a) & T8 70 54 B Bk U7 BR MR

Name of related party Nature of relationship A H BB [ RER =

KDI Controlling Shareholder of the REFEMEE NN A HE AR AR R
Company

Kunming Xindu Investment Controlled by Kunming SASAC BHAFHEEER XERPATEHEZZES

Co., Ltd. (& BF 31 4P
BEBRRARF),
(“Xindu Investment”)

Kunming CGE Water Supply
Co., Ltd. (B B3 i A K7
BRKERRAA),
(“Kunming CGE”)

Kunming Qingyuan Water
Supply Co., Ltd.
(RHBERERKER
& £ 2 /), (“Kunming
Qingyuan”)

Kunming Dianchi Lakes
Regulation and Development
Co., Ltd. (2 BRE it i °8
RIEFEARAR),
(“Dianchi Lakes”)

Controlled by Kunming SASAC

Controlled by Kunming SASAC

Controlled by KDI

~AE - ((HEEE])

B A A K 8 kK
BRAF -
(T@RAKH%
BRK])

EWERARKEBR
BEELQA
(R ER
B K]

B B8R 8 0808 12
MEBER AR
(IE#El)
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

33. RELATED PARTY TRANSACTIONS (continued)

(a) Name and relationship with related parties (continued)
Name of related party Nature of relationship
Kunming Industrial Controlled by Kunming SASAC

Development and
Construction Co., Ltd.
(EPEXREREFRE
£ 7)), (“KIDC”)

Kunming Bus Group Co., Ltd. Controlled by Kunming SASAC
(BEALAREBARER
2~ Al), (“‘Kunming Bus”)

Kunming Development Controlled by Kunming SASAC
Investment Group Co., Ltd.
(ERERREEHEFR
2 7l), (‘Kunming DIG”)

Kunming Dianchi Asset Controlled by KDI
Operation and Management
Co., Ltd. (R FRIEM & &
REEERARAMERAR)
(“Kunming Dianchi Asset
Operation”)

(b) Transactions with related parties
Save as disclosed elsewhere in this report, during the six months

ended 30 June 2020 and 2019, the Group had the following significant
transactions with related parties.

33. BMBAXH(HE)

(a) &AM TR (4

BB 7T &R BEEE
EREXHRERES ZRADEEZREH

RAEMEAA (TR
REH]

&

B
S
X
e
Ji
at
i
puli
MR
il
&
=t
=
pus
HH
[
Eis

ERZRREEES XERTEEZZES
BAR([RBEAER])

ERAELEEKEE Y EPBEBREZE
BREREEARIE
PEBEERED

(b) HEABAHZS

AR S E M D R EE N B E20208F &
20196 A30R L AEA AEFEEBH HFWEK
BT
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE PHHMBERN BHESHDPYPEHHERMEGE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

33. RELATED PARTY TRANSACTIONS (continued) 33. BE A X 5 (&)

(b) Transactions with related parties (continued) (b) HEABANZ S (E)

(i) Loans granted to related parties: (i) EXFHEB T
Unaudited
REE%

Six months ended 30 June
B Z6A30HIE~EA

2020 2019
2020 2019
RMB’000 RMB’000
AR#FT ARBFT

Kunming Bus EREAR 300,000 300,000
Xindu Investment FrEmE - 400,000

Kunming DIG B9 # R 350,000 300,000

650,000 1,000,000

The transactions under finance arrangements among the Group and A SEHERERLKEALAR 2 EREMZEIET
Kunming DIG and Kunming Bus are interest bearing at 7.5% and 8.5% #1355 Bl i %5 F 87.5% [ 8.5% - WA N —F K

per annual respectively and repayable within one year. BiE -
(ii) Loans repaid from related parties: (i) i B 77 18 R B A
Unaudited
RBEEN
Six months ended 30 June
BEZ6A30RAL<EA
2020 2019
2020 £ 20194
RMB’000 RMB’000
AR®FRT ABBFT
Kunming Bus ERAR 300,000 -
Xindu Investment LA 400,000 -
Kunming DIG BHER 300,000 -

1,000,000 -
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE HHPMBER GHHSHIEMBTERMWEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

33. RELATED PARTY TRANSACTIONS (continued) 33. BE A X 5 (&)

(b) Transactions with related parties (continued) (b) HEABANE S (E)

(iii)  Interest income from related parties: (iii) FEHITFEKA
Unaudited
REE%

Six months ended 30 June
B Z6A30H1LAMEA
2020 2019
2020 £ 20194
RMB’000 RMB’000
AR¥TFx ARKFT

Kunming Bus BHAX 10,915 4,943
Xindu Investment MR E 1,461 12,639
Kunming DIG BHER 9,285 4,877

21,661 22,459

(iv)  Management services provided to related parties: (iv) EFBTIRENEERK

Unaudited
KR EZ
Six months ended 30 June
B Z6A30RLAMEA

2020 2019

2020 20194
RMB’000 RMB’000
AE#®FT ARET T

KDI EREBLKE 55,698 33,180
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

33. RELATED PARTY TRANSACTIONS (continued) 33. BE A X 5 (&)

(b) Transactions with related parties (continued) (b) HEABANZ S (E)

(v) Commission charged by related parties: (v) SR FEE
Unaudited
KB EZ

Six months ended 30 June
B Z6A30HIE~EA

2020 2019
2020 2019
RMB’000 RMB’000
AR#FT ARBFT

Kunming CGE AK B RK 3,522 3,428
Kunming Qingyuan B BIEIR B RK 527 358

4,049 3,786

(c) Key management compensation (c) FEEREABHMN

Key management includes Directors (executive and non-executive), HMREEZEASBEEFT(NITRIENIT) EER
supervisors and executives. The compensation paid or payableto key THRAB EAHRBERERASMEERHERER
management for employee services is shown below: XN EZ NN T

Unaudited
KREEZ
Six months ended 30 June
BZ6A30RL~EA

2020 2019

2020 £ 20194
RMB’000 RMB’000
AR FTT AR TT

Salaries, wages and bonuses TE- -8 MER 772 761
Contributions to pension plans RS EI R 188 121
Housing fund, medical insurance and other social FTEAE: BERRBMEM

insurance HEgRE 145 218

1,105 1,100
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CHAPTER EIGHT  INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
FNE FHHBER GHHSHPHUMHTERMEGE

For the six months ended 30 June 2020 # £202046 A30H It 7~ 1E A

33. RELATED PARTY TRANSACTIONS (continued) 33. BE A X 5 (&)

(d) Balances with related parties (d) HEHARXSNE R
(i) Trade and other receivables due from related parties: (i) JE U B B 77 BR B0 R OE fth E UL 5

Unaudited Audited
ARBEZ BrEZ
30 June 31 December
2020 2019

2020 % 20194

6 A30H 12H31H
RMB’000 RMB’000
AR®F ARKFT

Kunming Bus EBEAR 300,732 300,527
KDI EREMEE 155,099 91,296
Xindu Investment AL A 23,967 424,669
Kunming CGE AR A RK 21,730 22,276
Kunming Qingyuan EEBIR A RK 8,238 9,976
Kunming DIG ERHER 350,702 300,458
Kunming Dianchi Project Management BHEMIELR B i [1:] 168

Kunming Dianchi Asset Operation RRAEODAELYE ) -

860,815 1,149,370

Other receivables are all non-trade receivables and will be settled — H fth B UL 5K & FE W BR X 2 SN RO KT8 - 12 IR A & &
upon demand of the Group except for Kunming DIG, Kunming Busand M ZK&H  EEWERAZER EHA AR RFEHER
Xindu Investment which are interesting bearing at 7.5%, 8.5% and 7.5% & & 3 1B (5 5 M % 5 £7.5% - 8.5% & 7.5% I 78 7
per annum respectively and repayable within one year. —FRNEE)RI -
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CHAPTER EIGHT INTERIM FINANCIAL INFORMATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ENE THHMBERN HHESHPHMBERMEE)

For the six months ended 30 June 2020 #{ £202046 A30H It 7~ 1E A

33. RELATED PARTY TRANSACTIONS (continued)

(d) Balances with related parties (continued)

(ii) Trade and other payables due to related parties:

Acquisition of property, plant and equipment:

BETEE THRREE:

33. BHEBAXG(E)

(d) HEEBAIZHERGE)

(i) & {7 BB 7 RR 5k B H o FE {7 56 -

Unaudited
ARBREZ
30 June
2020

2020

6 A30H
RMB’000
AR® T

Xindu Investment FrEmE
Acquisition of land use rights: FEE 1 1 (F -
KDI EREMEEA
Xindu Investment FEEE

Others: H -

KDI EHEMKRE
Kunming CGE A K B RK

Kunming Qingyuan
Kunming Dianchi Project Management

B BBIR B kKK
EREMIEEE

B

Other payables are all non-trade payables and will be settled upon

demand of these related parties.

HEMENRERIEE S ENKER

BB TR BEREE -
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Audited
KEZ

31 December
2019

20194
12H31H
RMB’000
ARBETFT

16,040

27,194
31,000

13,369
876
161
229

88,869

Wi R %%
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