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CHAPTER ONE CORPORATE INFORMATION
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CHAPTER TWO LETTER FROM THE CHAIRPERSON

Dear Shareholders,

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

PERFORMANCE REVIEW:

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

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

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

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

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

god oboogao
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
oo oobod

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

PROSPECTS:

In the second half of the year, the Company will adhere to the
overarching principle of “seeking progress while maintaining stability,
and using progress to consolidate stability”. We will uphold the working
principle of “ensuring stability, preventing risks, advancing reforms,
strengthening management, and improving quality and efficiency”,

8 2025 Interim Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER TWO LETTER FROM THE CHAIRPERSON

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

On behalf of the Board of Directors, | would like to express my sincere
gratitude to the management and staff of the Company for their hard
work and outstanding contributions, and to all Shareholders, investors,
customers, partners and friends from various sectors of the society for
their long-term understanding, support, trust and companionship to the
Company.

Zeng Feng
Chairperson
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CHAPTER THREE DEFINITIONS

oo o0Oo

“Anju Group”

gooooo O

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

ogoooo O

“Board of Supervisors”

ooood O
“China” or “PRC”

oooo O
“Company”

oooooooboog O

“Controlling Shareholder”

gooooo O

“Corporate Governance Code”

gooooooo ]

*  For identification purpose only
*DOoooo

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

goooobooboob0obobuoboobuoooooobobobooboo

gMmoobz201102000000000000000000O0O0DO0OO
gooO0esoswdooOooooOOooooOOoOooan

the Audit Committee of the Company

ooooooooo

the board of Directors of the Company

oooooan

the board of Supervisors of the Company

oooooao

the People’s Republic of China

ooooooao

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

gooogooooooooooboOooooOobOezolod1zo23p0 0O
goooooooooO0oOooooooobooobooooooao

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

goooooooobooobooboboooooooboooOoOoOoOODbao2o04
gloowRBooooooooooboooooao

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

goobooobocioomooooooo
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“Director(s)”

gooo O

“Domestic Share(s)”

goooo O

“Group” or “we” or “our” or “us”

oooooooooo O
“H Share(s)”
OHOO O

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

oooo 0

“Hong Kong Stock Exchange” or
“Stock Exchange”

gooooooooboooo O
“KADI”
gooooooooo O

*  For identification purpose only
D OoOooo

CHAPTER THREE DEFINITIONS
oo oOo

director(s) of the Company

ooooo

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

PRC and/or entities incorporated in PRC

goooooboocooooobrooOOobobooooboooooooonn
oooooOooocoooooooan

the Company and its subsidiaries
Ooooooooo

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

goooODooooobooOoo0o00O0DODOOO0OOoDOOobOOOoOooOoonn
oooooODoDoOooog

Hong Kong dollars, the lawful currency of Hong Kong

oooooooo

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

gooooooooooooogoooooobooobboooooooo

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

gobooobooooooooooboobz009b06e0290 000000000
gobooobooooooooooooowooooooooooooao
oooooao

goooooooogobno 2025500000
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CHAPTER THREE DEFINITIONS
oo oo

“KDI” or “Kunming Dianchi
Investment”

gboooooo O

“Kunming Construction”

oooooo O
“Kunming DIG”
oooooooooo O

“Kunming SASAC”

gooooogo O

*  For identification purpose only
*DOoooo

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

o0oo0oo0ODo0oo0oO0oooobOoboO0oooooDoezoo4b 1001300 0000000
ooooooooooooooooo

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

gooOoooooOoooboooooobooboe97rosglsgnoooooan
goooOo0OocoobOoobOoOooOoooooDoos442%00000000n
ooooooao

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

gobOoooooOo0ooobobooozoooloz2rooooooooOoan
gooogooooooocooobooooobollowooooooooao
oooooO0ozo0959, 76000 0000O0DO0O0OO0OOZ204% 000000
ooooooooo

the State-owned Assets Supervision and Administration Commission of the
Kunming People’'s Government (U 0 0 0 0000000 OOOOOOO),
a government agency that performs investor’s responsibilities, supervises and
manages the state-owned assets of the enterprises under the supervision of
the Kunming municipal government (excluding financial enterprises), shoulders
the responsibility of supervising the preservation and increment of the value of
the state-owned assets of the supervised enterprises, and is responsible for
drafting local regulations, rules and normative documents on the management
of the state-owned assets

goooooooobOoooooooooooooooboooboobooooan
goooooooooooobmoooooooooooopoooooan
goooooooOoooboooobobooobooobDoobooboboooooon
ooooooDooo
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“Latest Practicable Date”

ooocooooooo

“Listing Rules”

gooooo

“Model Code”

gooooo

“Nomination Committee”

gooooooo

“Remuneration and
Appraisal Committee”

oooooooooo

“Reporting Period”

goooo

“RMB” or “Renminbi”

goooo

“SFO”

ooooooooo

“Share(s)”

oooo

CHAPTER THREE DEFINITIONS
oo oOo

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

2025090 120000000000 000CO0ODOO0O0O0O0OOOODOGDO
oooao

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

gooooooOOoOOcOoOOooboooobooooooDboDbOOoboo

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

00oo0oo0ocmooooooooooooooooooo
the Nomination Committee of the Company
ooooooooo

the Remuneration and Appraisal Committee of the Company

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

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

gooooooooboooooooooboooooogoo

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

00o0o0o0oooooooooos7iddooo0oooooooDoooooon
H Shares and Domestic Shares

HOOOOO

goooooooogobno 2025500000
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CHAPTER THREE DEFINITIONS

od oo

“Shareholder(s)”
goog

“Suijiang Guorun Water”

gooooooo

“Supervisor(s)”

oooo

“Yiliang Guorun Water”

goooooogo

“Zhaotong Guorun Water”

gooobooogo

*  For identification purpose only
*DOoooo

holder(s) of the shares of the Company

oooooooao

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

gooooooooomoooboooooooobooomoooooooaon
oo0oo0o00o0z0230120290000000000O00O0O0O0O0OOOO
goooswooooooooooo20%0 0000

supervisor(s) of the Company

ooooano

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

gooobODoooooomoooboooooooooomoobooooonon
go0oo0000z20230120290000000000000000O0OO0O
ooooswoooooooooooDnD2%0 0000

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

gooooooooomoooboooooooooomooboooonon
go0oo0O000z202301202900000000000O00O00O00O0ODOODOO
ooooswooonoooooooD?20%0 0000
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“BOO”

0BOOO

“BOT”

0BOTO

“BT”

oBTO

“TOO”

0Too0O

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
oo 0oooog

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

goooobOooooOocOoOoobOoocoOooooOoOoOoOooobOOobooOooao
gooooooooooooooOoooOoooboOoOoOoobooOoboOoooaon
gooooooobooocooooboooooboobooobooobooooaon
gooooooooOocoooooooooooobooooboooobooooaon
oooooooo

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

gobooooboobooooOooOooobooooobOobODOOObOOOoOoOoooao
gooooboocoooobooOoobocoOooooooOoocoOoooooOoOooboOoon
goobcooooooooooobooboOoboooooooboooooooaon
gooooooooOocOobOoOooOocOoOoOooOooOoCcOoOooOobOOoboOoooaon
ooooooobooocboooogao

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

goocoo0ooooooOooOoobOoOoOooOoOOoOoOOOOOOODOOOOon
gooooboooOooooOooooooobooooboo

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

gobooooboobooooOooOooobooooobOobODOOObOOOoOoOoooao
gooocooooocooooooooooboOooOoOoOobOobOOoboooooo
gooooooboooooooobooobOobOoooooooOooboooaon
gooooOooOoOoO0cO0OCcOoO0oOoooooooOOOcOoOooooooao
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

od oogo

“ToT”

OoTOoTO

“utilization rate”

goooo

“wastewater treatment”

gooooo

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

goboooobobooooooOooboooooboOoobObOObOOOoOoOoooao
goooooooOoooooooooobooboooboobcooooooooao
gooooboooooooboboooooOooOooobooboooooOoobooooaon
gboooooooo0ooOooocOobOoOooOoOOoOoOOoOoOOOoOoOoOOoOnn
ooooooooooooooooao

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

gooooooOoOoOoCcOoOoOoooooobobOobocbooooo

use of physical, chemical and biological methods to remove pollutants from
wastewater or to turn pollutants into innoxious substances so that wastewater
can reach the standards allowing it to be discharged into a water body or
reused
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CHAPTER FIVE  SUMMARY OF FINANCIAL AND OPERATING DATA
oo Ooooooooof

I FINANCIAL SUMMARY od ooono

For the six months ended 30 June

gbe03o0OO0OOOO

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

gooooo oooooo

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

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

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

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

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

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

l. OPERATING ENVIRONMENT

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

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

od obdooogobd

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

1. Overview of Wastewater Treatment Industry

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

od obdooogobd

Confronting both the opportunities and challenges in industry
development, the path to ongoing high-quality growth will focus
on strengthening technological innovation, enhancing operational
efficiency, widespread adoption of smart water management systems,
accelerated wastewater recycling, and tapping of rural wastewater
treatment markets.

2. Overview of Reclaimed Water Industry

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

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

oooooooooobocoboooooobooooao
gboooocoooooooobooooooooao
ooocoobooooobooooobooooboooao
oo

2. goooooo

ooOooooooooobDobooooboooaon
ooooooboooooDbDOooooobOooOoon
ooooooooobooooooooobooboooao
ubooooooooOoocoOoooooooooaon
oooooo

gooooooOooDODOoOoDbOOooboOopooo
00000000 002023-20250 100 O 0O
ooooomoooboocooooobooo
goooooooocoboooobooboooO
goooooooooobobooooooDboo
gooooooOOoboO0ooooooooooao
goo0oooooODDOOOOoOO0OO0oOoooooDDOao
oooboOooo0ooOooooO0OO0OO0o0O00ao
ooobOooooooooooooooo
oooooOooOoOoocooon

Oo0OooOoooogoao
Oo0Ooo0ooo0oogoogoao

2025 Interim Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

3. Overview of Municipal Water Supply Industry

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

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

gbobobooooon

gbod obdooogobd

3. ooooooboo

gooooooooooboboooooooboboooo
goooooooOoooooooooooboobooao
goooooooOoooobOooooooooDooon
ooooooooooOoooooooao
uoomoooooooooooobooooao
ooboooooOooboobOOooobobOooDboOoo
oooboooooooocooooooooooan
goooboooooooooobooooobooDoon
ooooooooOoOoOooooooooooDooo
oooooooooooog

ooooooooooboboooooooooao
ooobooocoooocooooocobooooooao
gooooooooooboboboooooobboooo
obOooooooobOoooboboooboooan
ooboooooDoODoOOoOOoOOoOooooooDbooan
o0o0oooooODOoOOoO0ODOO0O0OOOO0O0O0Oooo
oooooo0ooOoOoO0oOoOoOoOooOoOooOooooaon
ooobO0oooooooooooooooooo
obOooooocoobOooocOoocbOobOoooOoaon
ooOooooooOoOoocooooooooooan
oooooDooOooDOOooOoOoDOOooOoOoOooOOooo

202500000

23



24

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obdooogobd

. DEVELOPMENT STRATEGY AND FUTURE
PROSPECTS

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

1. BUSINESS REVIEW

The Group principally adopts the TOO, TOT and BOT project models,
with a focus on the TOO model. For the six months ended 30 June
2025, our TOO projects contributed to 63.8% of our total revenue.
Our TOT and BOT projects contributed to 14.8% of our total revenue,
and we also adopt the BOO and BT project models for some of our
projects.

For the TOO and TOT models, we acquire concessions to operate
existing facilities at agreed prices from the relevant local governments.
For the BOT models, we finance, construct and operate relevant
facilities. After the expiration of the relevant concessions, we either
obtain new concessions from or transfer the relevant facilities back
to the relevant local governments, depending on project types. As at
30 June 2025, we had a total of 38 water plants under concession
agreements (including wastewater treatment plants and running water
plants), all of which were in operation. Among such 38 water plants in
operation, 14 were TOO projects, 2 were TOT projects, 20 were BOT
projects and 2 were BOO projects.

Wastewater Treatment Projects

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

Reclaimed Water Business

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

For our running water business, as at 30 June 2025, we had 4 ru