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Chairman’s Statement
00O O

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of
Kangda International Environmental Company Limited (the
“Company”) together with its subsidiaries (collectively, the “Group”), |
am pleased to present the annual report of the Group for the year
ended 31 December 2021 to you.

RESULTS REVIEW

In 2021, when the pandemic rebounded rapidly in most parts of the
world amidst the impact of variants of COVID-19, the Chinese
government insisted on safeguarding people’s health as its core
concern and successfully contained the rebound and spread of the
pandemic by maintaining high-intensity pandemic prevention and
control measures. While enhancing the wastewater-related regulation
as an important tool for pandemic prevention and control, the country
is also concerned about the long-term development of the wastewater
treatment industry as one of the foundations for building a beautiful
China. National ministries and commissions, including the State
Council and the National Development and Reform Commission,
successively released the Guiding Opinions on Promoting the
Recyclingof Sewage 0 0 0D 00 000D 0OOOOODOODOOO), the
Urban Wastewater Treatment and Recycling Program for the “14th
FiveYear Plan” Period( “0 00”00 000000C0CO0OOO0O0OO),
the Water-saving Social Construction Planning for the “14th FiveYear
Plan” Period 0“0 0 0”00 0 0 0O O O O O O), the Comprehensive
Management Planning for the Water Environment of Key River Basins
for the “14th FiveYear Plan” Period 0“0 00 ”000000CO00O00O0O
0000, the Comprehensive Work Plan for Energy Conservation and
Emission Reduction for the “14th FiveYear Plan” Period 0 “0 0 O 70O
000 00DOO0O0D O and other policy documents during the year,
which clearly stated the targets for wastewater collection, treatment
and recycling by 2025 and by 2035.

After the peak construction period in the past few years, the Group’s
wastewater treatment facility projects under construction have been
completed and commenced commercial operation in an orderly
manner, significantly enhancing the Group’s wastewater treatment
capacity. The actual treatment volume of wastewater for the year
increased to 1,262.4 million tonnes, representing an increase of
approximately 11% as compared to 2020. Due to the higher gross
profit margin of the wastewater treatment operation business, even
though the total revenue for the year decreased by approximately 12%
to RMB2,919.0 million as compared to the previous year due to the
decrease in revenue from construction services, the gross profit for the
year still increased slightly by approximately 1% to RMB1,335.3 million
as compared to the previous year, and the overall gross profit margin
of the Group improved to 46% from 40% last year.
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With the unremitting efforts of the management, the Group has
retained positive operating cash flow for three consecutive years and
achieved RMB320 million for the year, representing a year-on-year
increase of approximately 31%, laying a solid foundation for the
Group’s stable recovery to achieve a virtuous cycle. On the other hand,
due to the increase in administrative and other expenses and finance
costs, in particular, the total amount of tax exemptions and concessions
granted to wastewater treatment enterprises by the national
governments at various levels due to the impact from the pandemic
decreased by more than RMB40 million year-on-year, the profit
attributable to equity shareholders of the Group for the year decreased
to RMB412.8 million, representing a decrease of approximately 12% as
compared with that of 2020. Basic earnings per share for the year was
RMB19.29 cents. As at 31 December 2021, the Group’s net asset value
per share was RMB2.53, representing an increase of approximately 4%
as compared to the same period last year.

DEVELOPMENT STRATEGY AND FUTURE OUTLOOK
The Group will seize the opportunities provided by the national
policies, continue to focus on the development of the main business of
municipal wastewater treatment, and deepen energy saving and
consumption reduction measures by enhancing the wastewater
treatment volume and treatment standard. By exploring wastewater
resource recycling and reclaimed water utilization business, it will help
the country achieve its goals of pollution prevention, water
management and utilization, as well as energy saving and emission
reduction while increasing the Group’s revenue and profit, creating
greater value for the Shareholders.

In terms of financial resources, the Group will continue to optimize its
debt structure and develop financing channels to reduce financing
costs. In early 2022, the Group obtained a green loan of US$16 million
in total certified by the Hong Kong Quality Assurance Agency, which is
the first green financing completed by the Group in Hong Kong and
embodies the Group’s green business concept of water-oriented
environmental pollution management in its corporate financing
activities.

Finally, I would like to take this opportunity to express our gratitude to
all the Shareholders and all the collaborative partners of our Group for
their dedicated support to the Group’s development, and also to all
staff of our Group for their endeavors and contributions made during
the year.

Li Zhong
Co-Chairman

Hong Kong, 28 March 2022
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Management Discussion and Analysis
gogotdotn

BUSINESS REVIEW

During the year ended 31 December 2021 (the “Reporting Period”),
the Group’s principal business activities remained focusing on the
Urban Water Treatment, followed by the existing projects of Water
Environment Comprehensive Remediation and the Rural Water
Improvement.

The scope of Urban Water Treatment includes the design, construction,
upgrade and operation of wastewater treatment plants (the “WTPs”),
reclaimed water treatment plant (the “RWTPs”), sludge treatment
plants (the “STPs”), water distribution plants (the “WDPs”), and in the
operation and maintenance of wastewater treatment facilities entrusted
by governments (the “O&M”). The Group’s business has covered the
overall industry chain in Urban Water Treatment industry by executing
contracts of Build-Operate-Transfer (“BOT”) , Transfer-Operate-
Transfer (the “TOT”), Public-Private-Partnership (the “PPP”), Build-
Own-Operate (the “BOO”), Engineering-Procurement- Construction
(the “EPC”) and O&M. The Group had 101 service concession
arrangement projects under operation while its operational treatment
capacity was over 4 million tons per day as at 31 December 2021.

The scope of Water Environment Comprehensive Remediation
includes river harnessing and improvement, foul water body treatment
and sponge city construction. The Group engages in Water
Environment Comprehensive Remediation by executing previously
signed contracts of PPP and EPC.

The scope of Rural Water Improvement includes the construction and
operation related to “the Water Environment Facilities of Beautiful
Village” such as: wastewater treatment facilities and pipeline
construction for collecting wastewater so as to achieve rural living
environment improvement. The Group started to carry out this
business since 2016 by executing the contracts of PPP.

In the future, the Group will continuously focus on the business of
Urban Water Treatment to get steady cash flows and invest in high-
quality, value-adding upstream and downstream businesses of water
industry. The Group is very confident about the Group’s prospects and
future profitability and we will dedicate more efforts to enhance the
profitability and effectiveness of the Group.
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1.1 Urban Water Treatment

As at 31 December 2021, the Group had entered into a total of
113 service concession arrangements projects, including 107
wastewater treatment plants, 1 water distribution plant, 3 sludge
treatment plants and 2 reclaimed water treatment plants. The
Group will further expand its Urban Water Treatment chain in the
future, in order to improve its profitability and competitiveness.

Analysis of the Group’s projects on hand as at 31 December 2021

11 OOOO
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is as follows: oooooooog
Daily
Daily reclaimed Daily
wastewater  Daily water water sludge
treatment  distributi treatment  treatment
capacity capa capacity
agoo ano O [
oooo 0 0
(Tonnes) ooo
In operation ooo 3,961,500
Not yet start operation/ opbooooooooo
Not yet transferred 305,500 30,
Total 00 4,267,000 30,
(Number of projects) oooooo
In operation
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Actual
processing
volume during
the year ended

Number of Treatment 31 December
projects capacity 2021
oad
ooooad
oodooooo
oooa
ooodad ooad goooad
(Tonnes/Day) (Million Tonnes)
ogoooo ooooo
Wastewater treatment services googdoo
Shandong oag 47 1,270,000 351.0
Henan oo 23 1,060,000 339.6
Heilongjiang ooad 6 425,000 152.1
Shanxi oagd 2 350,000 102.9
Zhejiang oog 2 250,000 90.8
Guangdong oo 4 220,000 57.7
Anhui oag 3 175,000 54.2
Jiangsu oagd 6 102,000 30.3
Other provinces/municipalities* goooooogx 14 415,000 79.6
107 4,267,000 1,258.2
Water distribution services goodo 1 30,000 -
Reclaimed water treatment goooooog
services 2 65,000 4.2
Total oo 110 4,362,000 1,262.4
Sludge treatment services ooooog 3 550 -
Total oad 113 4,362,550 1,262.4
* Other provinces/municipalities include Beijing, Tianjin, Hebei, Jilin, Liaoning, * gooooooooooooO0oboooono

Shaanxi, Sichuan and Fujian.
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1.1.1 Operation Services

1110000

As at 31 December 2021, the Group had 96 wastewater
treatment projects, 2 reclaimed water treatment projects
and 3 sludge treatment projects in operation in Mainland
China. Total daily treatment capacity of wastewater
treatment plants, reclaimed water treatment plants, and
sludge treatment plants in operation for the year ended 31
December 2021 reached 3,961,500 tonnes (2020: 3,766,500
tonnes), 65,000 tonnes(2020: 65,000 tonnes), and 550 tonnes
(2020: 550 tonnes), respectively. For the year ended 31
December 2021, the annualized utilization rate for
wastewater and reclaimed water treatment plants in
operation was approximately 86% (2020: 83%). The actual
average water treatment tariff for the year ended 31
December 2021 was approximately RMB1.49 per tonne
(2020: approximately RMB1.46 per tonne).The actual
aggregate processing volume for the year ended 31
December 2021 was 1,262.4 million tonnes, representing an
increase of 11% as compared to the same period last year
(year ended 31 December 2020: 1,133.6 million tonnes),
which was in line with the increase in treatment capacity.

Total operation revenue of the Group’s Urban Water
Treatment services recorded for the year ended 31
December 2021 was RMB1,185.9 million, representing an
increase of approximately 13% as compared to the same
period of last year (year ended 31 December 2020:
RMB1,053.4 million). The corresponding increase was
primarily due to the increase in the number of
commencement of operation of new water treatment
projects through construction.

1.1.2 Construction Services

The Group entered into a number of service concession
arrangements under BOT, BOO and PPP contracts in
relation to its Urban Water Treatment business. Under the
International Financial Reporting Interpretation Committee
12 Service Concession Arrangements, the Group recognises
the construction revenue with reference to the fair value of
the construction service delivered in the building phase.
The fair value of such service is estimated on a cost-plus
basis with reference to a prevailing market rate of gross
margin at the inception date of service concession
agreement. Construction revenue from BOT, BOO, PPP
and EPC projects is recognised by using the percentage-of-
completion method.
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For the year ended 31 December 2021, construction
revenue was recognised for 25 projects, including 20
wastewater treatment plants, 2 water distribution plants, 1
reclaimed water treatment plant, and 2 sludge treatment
plants, which were mainly located in Shandong, Shanxi
provinces, and the city of Tianjin in Mainland China. Total
construction revenue of those projects for the year ended
31 December 2021 was RMB780.7 million, representing a
year-on-year decrease of approximately 35% (year ended
31 December 2020: RMB1,192.9 million). The corresponding
decrease was primarily due to a decrease in the project
numbers during the main construction period. As at 31
December 2021, the total daily treatment capacity of the
service concession arrangements plants, which were still in
the construction stage, was 210,500 tonnes, including
180,500 tonnes of wastewater treatment plants and 30,000
tonnes of water distribution plants.

1.2 Water Environment Comprehensive Remediation

In the year of 2021, the Group continued to devote efforts to
implementing the existing projects of Water Environment
Comprehensive Remediation. As at 31 December 2021, most of
the projects have been completed. The Group devoted efforts to
lower the risk and enhance the reasonable profit for the existing
projects. The Group will integrate resources to execute the Water
Environment Comprehensive Remediation projects under the
contracts of EPC and O&M.

The Group had 7 Water Environment Comprehensive
Remediation projects under construction during the year ended
31 December 2021. The projects were mainly located in Jiangxi
and Shandong provinces in Mainland China. For the year ended
31 December 2021, total revenue of those projects was RMB147.7
million, representing a year-on-year decrease of approximately
53% (year ended 31 December 2020: RMB311.7 million). The
corresponding decrease was primarily due to the completion of
partial existing EPC projects.
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Gross Profit Margin

For the year ended 31 December 2021, the Group’s gross profit margin
was approximately 46%, representing an increase of 6 percentage
points as compared to the previous corresponding period of
approximately 40%. The increase was primarily due to the increase in
the proportion of operation revenue and financial income recognized
in this period.

Other Income and Gains

The Group recorded other income and gains of RMB106.6 million for
the year ended 31 December 2021, representing a minor decrease as
compared to the previous corresponding period of RMB107.2 million.
The amount for the Reporting Period primarily included government
grants of RMB60.5 million, which mainly comprised of VAT refund
under “Notice on the Issuing of the Catalogue of Value-Added Tax
Preferences for Products and Labor Services Involving the
Comprehensive Utilization of Resources (Cai Shui [2015] No. 78)”* (O
OofoooooooooooooooooooooooO((0of201s]
780 O)) and grants for environmental protection, bank interest income
of RMB2.6 million, interest income of RMB23.6 million from loans to
third parties and a joint venture, gains on foreign exchanges of RMB7.3
million, other investment income of RMB8.5 million.

Selling and Distribution Expenses

The Group’s selling and distribution expenses for the year ended 31
December 2021 was RMB1.1 million, representing a significant
decrease of approximately 56% as compared to RMB2.5 million in the
previous corresponding period, which was a result of stringent
management and cost control.

Administrative Expenses

The Group’s administrative expenses for the year ended 31 December
2021 was RMB246.0 million, representing an increase of approximately
13% as compared to the previous corresponding period of RMB217.6
million. The increase was mainly due to the increase in staff costs and
professional fees. The increase in staff costs was primarily due to the
increased numbers of operating wastewater treatment plants.

Other Expenses

Other expenses for the year ended 31 December 2021 was RMB76.4
million, representing a large increase as compared to the previous
corresponding period of RMB35.9 million. The increase was mainly due
to increase in impairment losses, non-operating expenses, and losses
on disposal of subsidiaries recognised in the Reporting Period.

x For identification purposes only
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Finance Costs

The Group’s finance costs for the year ended 31 December 2021 of
RMB565.7 million mainly comprised interests on interest-bearing bank
and other borrowings and corporate bonds, representing a slight
increase as compared to RMB561.8million in the previous
corresponding period. The increase in finance costs was mainly due to
the increase of average interest-bearing bank and other borrowing and
corporate bonds. The average balance of interest-bearing bank and
other borrowings and corporate bonds increased by RMB180.2 million
and the average interest rate was 6.04%, representing a decrease of
0.07 percentage points as compared to that in the previous
corresponding period. The decrease in average interest rate was
mainly due to the increase in short-term interest-bearing bank and
repayment of the corporate bonds. The Group will further seek
practical ways to optimize loan structure, expand financing channels
and methods and lower the average interest rate in the coming year.

Share of Profits and Losses of Associates

The Group’s share of losses of associates for the year ended 31
December 2021 was RMBO0.3 million, representing a major decrease as
compared to share of losses of associates of RMB2.7 million in the
previous corresponding period. The Group will further execute
practical ways to reduce the losses brought by the associates.

Share of Profits and Losses of Joint ventures

Share of losses of joint ventures for the year ended 31 December 2021
was RMB2.2 million, representing a major decrease as compared to
share of losses of joint ventures of RMB4.8 million in the previous
corresponding period. The Group will further execute practical ways to
reduce the losses brought by the joint ventures.

Income Tax Expense

Income tax expense for the year ended 31 December 2021 included
the current PRC income tax of RMB44.3 million and deferred tax
expenses of RMB87.8 million, which were RMB34.2 million and
RMB103.1 million for the previous corresponding period, respectively.
The Group’s effective tax rate for the year ended 31 December 2021
was approximately 24%, representing an increase of 1 percentage
points as compared with approximately 23% for the previous
corresponding period, which was mainly due to the decrease in effect
of lower tax rates for specific provinces or enacted by local authority.
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Financial Receivables ooooon
As at
0
31 December 31 December
2021 2020
ooooao ooooao
oo00ooo00O0o Oo00Ooo0od
RMB'000 RMB’000
ogoooao ogoooao
Receivables for service concession gooooooooooo
arrangements 10,978,212 10,006,697
Portion classified as current ooooooon (1,878,059) (1,692,798)
Non-current portion goooo 9,100,153 8,313,899

As at 31 December 2021, the Group’s financial receivables of
RMB10,978.2 million (31 December 2020: RMB10,006.7 million)
increased by RMB971.5 million, which was mainly due to the increase in
financial receivables which were reclassified from contract assets once
the construction and upgrade period is ended for the water treatment
projects.

gobooooboooooooobobooon
gooogoooilgrs20dmooonon
ooooooobbooDbio006.70 0000
gooboris0ooooooooogo
goboobooobooboooboon
gooooboooboog

Contract Assets oooo
As at
O

31 December 31 December

2021 2020

ooooo ooooo

JoooodOoOo 0Oo0oO0ooooo

RMB’'000 RMB’000

ooooo ooooo

Contract assets oooo 1,973,035 2,297,247
Portion classified as current oooooono (323,761) (222,337)
Non-current portion ooooo 1,649,274 2,074,910

As at 31 December 2021, the Group’s contract assets of RMB1,973.0
million (31 December 2020: RMB2,297.2 million), decreased by
RMB324.2 million, mainly due to the net impact of reclassification from
contract assets to financial receivables and the increase of construction
of the Group’s projects under BOT, PPP, and EPC contracts.

goboooboooboooooboobooon
gobogoil93o0bmoboobooonn
gooboobobz2r20 00000000
32420 000000000000 0000
gooooboooooobobobbBoTOPPP
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Trade and Bills Receivables

As at 31 December 2021, the Group’s trade and bills receivables of
RMB1,776.6 million (31 December 2020: RMB1,527.0 million) mainly
arose from the provision of wastewater treatment and sludge treatment
services for Urban Water Treatment projects as well as construction
services for the Group’s Water Environment Comprehensive
Remediation projects. The balance increased by RMB249.6 million,
mainly due to (i) the increase in Urban Water Treatment projects
receivables of approximately RMB401.1 million, (ii) the net decrease of
Water Environment Comprehensive Remediation projects receivables
of approximately RMB145.9 million, which included EPC project
receivables of approximately RMB46.9 million arising from the progress
billing and cash collected from EPC and Build-Transfer projects of
approximately RMB192.8 million, and (iii) the increase in Rural Water
Improvement projects receivables of approximately RMB10.0 million.

Prepayments, Other Receivables and Other Assets

As at 31 December 2021, the Group’s prepayments, other receivables
and other assets of RMB855.1 million (31 December 2020: RMB791.2
million) increased by RMB63.9 million, mainly arising from the increase
in other operational receivables and accrued interests of approximately
RMB140.9 million , the decrease in prepayments and deposits of
approximately RMB31.6 million related to the construction of
wastewater treatment plants, the decrease in deductible input VAT of
approximately RMB24.4 million, and decrease in loans to a third party
of approximately RMB10.0 million.
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Cash and Cash Equivalents

As at 31 December 2021, the Group’s cash and cash equivalents of
RMB289.9 million (31 December 2020: RMB430.3 million) decreased by
RMB140.4 million as compared with that as at the end of previous
corresponding period. The decrease was due to the increase in cash
outflows in investing activities of the Group.

googooogo
goboobobooobooooobobooon
oooooooooD2eomoooog
goboboooboobb43e30boomon
goobooboooogoouo400ononoO
gopbooboooboobbooobooon
oo

For the year ended 31 December
ggoooooooooo

2021 2020
ogoooaa ooooao
RMB’000 RMB’000
ooooo ooooo
Net cash flows used from oo00ooooooooogw
operating activities® 320,165 243,726
Net cash flows used (in)/from 000 oomaoo
investing activities oooooag (122,083) 337,174
Net cash flows used in financing activities 00 oooooog (337,877) (380,765)
Net (decrease)/increase in cash and oo00ooooooooom
cash equivalents oooo (139,795) 200,135
Effect of foreign exchange rate changes ooooooooo (569) 4,455
Cash and cash equivalents at beginning o00ooooooooo
of the period 430,262 225,672
Cash and cash equivalents at end of ooo0ooooooooon
the period 289,898 430,262

Note:

1) For the year ended 31 December 2021 and 2020, the Group invested RMB507.1
million and RMB791.8 million, respectively, in the Group’s BOT/TOT and PPP
projects. Such investments were accounted for as cash flows used in operating
activities. Under the relevant accounting treatment, part of such cash outflows used
in operating activities was used to form the non-current portion of financial
receivables and contract assets in the Group’s consolidated statement of financial
position. For the year ended 31 December 2021 and 2020, the Group would have
incurred cash inflows of RMB827.3 million and RMB1,035.5 million, respectively, if
the Group’s investments in BOT/TOT and PPP activities were not accounted for as
cash flows used in operating activities.

Trade and Bills Payables

As at 31 December 2021, the Group’s trade and bills payables of
RMB2,056.8 million (31 December 2020: RMB2,059.9 million) decreased
by RMB3.1 million, which was in line with the decrease of the Group’s
construction work in progress and the settlements.

ooo

1) gooooooooo0ooOooOooboOooOoobooon
gooooosom/TOTOPPPOOODOOOOOO
50710 00000079180000000000
gooooooOooOooooooooOooooo
gooooooooOooooboooobo oooo
goooboooooOoooboOooooOooooo
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Other Payables and Accruals

As at 31 December 2021, the Group’s other payables and accruals of
RMB278.2 million (31 December 2020: RMB240.2 million) increased by
RMB38.0 million, which was mainly due to the increase in salary and
welfare payables, acquisition of non-controlling interests payables, and
amounts due to related parties.

Liquidity and Financial Resources

The Group’s principal liquidity and capital requirements primarily relate
to investments in Urban Water Treatment projects, Water Environment
Comprehensive Remediation projects, and Rural Water Improvement
projects, merger and acquisition of subsidiaries, costs and expenses
related to the operation and maintenance of the Group’s facilities,
working capital and general corporate purpose.

As at 31 December 2021, the carrying amount of the Group’s cash and
cash equivalents was RMB289.9 million, representing a decrease of
approximately RMB140.4 million as compared to RMB430.3 million as
at 31 December 2020, which was mainly due to the net cash inflows of
RMB320.2 million from operating activities, the net cash outflows used
in financing activities of RMB337.9 million, settlements of acquisition
and investing payables of RMB1.8 million and cash outflows of
RMB149.4 million for purchases of property, plant and equipment and
intangible assets in investing activities, cash outflows of RMB118.3
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Management Discussion and Analysis
gogotdotn

FOREIGN EXCHANGE RISK

Majority of the subsidiaries of the Company operate in the PRC with
most of the transactions denominated and settled in RMB. As at 31
December 2021, except for the bank deposits and certain amount of
interest-bearing bank borrowings denominated in foreign currencies,
the Group did not have significant foreign currency exposure from its
operations. Currently, the Group has not used derivative financial
instruments to hedge its foreign currency risk.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed, no significant events took place subsequent to 31
December 2021.

goog
gobooobooooooooboooban
gboooboooooboooboooboon
oobooooboobooboboooboon
gopoooboooboobooboboooo
gobboooboboooboobooobooon
goooooboooboooboobobo

goooon
00000000000000000000
0oooooooo

oooooooooo/00000000

19



20

Directors and Senior Management
Oooobooon

EXECUTIVE DIRECTORS

Mr. Zhao Juanxian (alias, Zhao Junxian)

Mr. Zhao Juanxian (alias, Zhao Junxian), aged 69, is the founder of
the Group. He is an executive Director, and the co-chairman of the
Board (the “Co-Chairman”) of the Company, responsible for strategic
development and planning, overall operational management, market
development and major decision making. He was appointed as a
Director on 22 August 2011. He has acted as a director and the chief
executive officer of Chongging Kangda since the beginning of the
establishment of Chongqing Kangda and ceased to be the chief
executive officer of Chongqing Kangda in September 2012. Mr. Zhao
has served as the chairman of the board of directors and general
manager of Chongqing Kangte Environmental Protection Industry
Holdings Co., Ltd* (D OO0 OD0OOO0OOO0OO0OO) since November
1994. He graduated from the political administration at elementary
level* (O OOOOOODODO) from Sichuan University* (OO 0O0O)
located in Chengdu City, Sichuan Province, and Sichuan Higher
Vocational and Examination Committee* (D 0O OO0OOO0OOOO0OO
OO0D00O00) in June 1988, and attended a one-month education
programme of Sichuan foreign-related business from Shenzhen
University* (O O O O) located in Shenzhen City, Guangdong Province,
in July 1988.

Mr. Zhao Juanxian has over 25 years of experience in the environmental
protection and wastewater treatment industry and was awarded for
several times for his valuable contribution to the development of
environmental protection and his expertise in environmental protection
technology by relevant environmental protection industry associations
from 2004 to 2009. Mr. Zhao Juanxian was granted the title of
Outstanding Environmental Technology Entrepreneurs by the Chinese
Society for Environmental Sciences* (DO OO OO ODO) in September
2004. He received the China Environmental Protection Industry
Development Award granted by the China Association of
Environmental Protection Industry* (D 0 OO0 00O O0O O) in January
2005. He was also granted the title of Outstanding Individual of
Environmental Protection by the People’s Government of Chongqing
Municipal* (D ODOODOO0O) in July 2006 and Outstanding
Entrepreneur of China Environmental Protection Industry by China
Association of Environmental Protection Industry* (D O OO0 OO0 OO
) in October 2009. Mr. Zhao Juanxian served as the vice president of
the 3rd and 4th Session of Chongqging Municipal Environmental
Protection Industry Association* (D 0O D0O0OO0OO0O0OOOOOO0OO
O00O0OD0O0)in 2005 and 2012, respectively, and the vice president of
the 3rd and 4th Session of China Association of Environmental
Protection Industry* (DD OO0 O0D0OOO0OOO0DOOOOOOODOO)In
2005 and 2009, respectively. In January 2015, he served as the vice
chairman of the board of directors of China State-owned Industry
Innovation Alliance (DO OOOOODODODOOOOO) and the vice
chairman of the board of directors of Hong Kong-Mainland
International Investment Society (0 O O O 0O O O O), respectively.
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EXECUTIVE DIRECTORS (continued)

Mr. Li Zhong

Mr. Li Zhong, aged 53, was graduated from Beijing University of
Chemical Technology* (0 OO OO O) with a major in polymer
materials, and obtained a master degree in business administration
from Saint Mary’s University of Canada in 1997. He has served in
national state-owned enterprises and well-known Global 500
enterprises in the Mainland China and Hong Kong for over 20 years.
Since 2002, he has dedicated himself to urban public utilities with a
focus on water affairs, as well as the investment, management and
operation of infrastructure projects. Since 2004, he has been a director
of Shenzhen Bus Group Co. Ltd. Mr. Li Zhong also serves as deputy
president of China Environment Chamber of Commerce, executive
director of the China Overseas Friendship Association, and the
honorary chairman of the Hong Kong Volunteers Association. Currently,
he is also an executive director of China Water Affairs Group Limited
(“China Water”, a company listed on the Main Board of the Hong
Kong Stock Exchange (stock code: 855). He joined the Group in 2019.
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EXECUTIVE DIRECTORS (Continued)

Ms. Liu Yujie

Ms. Liu Yujie, aged 57, was graduated from University of International
Business and Economic* (OO0 OO0 OO ODO) located in Beijing and
obtained a master degree in business administration. Ms. Liu Yujie has
been working in Hong Kong, Singapore and the PRC for over 20 years
in total and is familiar with the business environment and regulatory
system of the three places. She has comprehensive experience in
capital market, business promotion and corporate management,
participated in IPO and underwriting of over 30 companies on the
Hong Kong Stock Exchange, led and completed merger and
acquisition of three companies in Hong Kong and Singapore, assisted
capital raising and management of large-scale industrial fund for
investment in the PRC, and acted as executive directors of listed
companies in Hong Kong and Singapore which engaged in utilities and
infrastructure investment. Currently, she is also an executive director of
New Universe Environmental Group Limited (stock code: 436), an
executive director of China Water and an independent non-executive
director of Zhongyu Gas Holdings Limited (stock code: 3633), which are
listed on the main board of the Hong Kong Stock Exchange. She
joined the Group in 20109.

Mr. Duan, Jerry Linnan

Mr. Duan, Jerry Linnan, aged 31, studied in Beijing Normal University
with a major in psychology. He joined China Water as the president
assistant in 2011, mainly focusing on hotel operating and intelligent
water businesses. At the same time, Mr. Duan, Jerry Linnan assisted
the directors of China Water in capital market and investor relations,
etc. In 2015, Mr. Duan, Jerry Linnan was appointed as the general
manager of the hotel under China Water in Nanjing, and was in charge
of the construction, procurement and daily operation of various hotels
of China Water. Mr. Duan, Jerry Linnan has comprehensive experiences
in human resources and corporate management. Currently, he is also
an executive director of China Water. He joined the Group in 2019.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chau Kam Wing

Mr. Chau Kam Wing, aged 59, has over 20 years of experience in
auditing, taxation and financial management and had been appointed
as financial controller of a number of companies listed on the Hong
Kong Stock Exchange. Mr. Chau obtained a master degree in business
administration from the University of San Francisco in the United States
in 2000. He is also a fellow member of The Association of Chartered
Certified Accountants and a practicing member of the Hong Kong
Institute of Certified Public Accountants. Mr. Chau is currently the
finance director of Winox Holdings Limited (stock code: 6838) and an
independent non-executive director of each of Carpenter Tan Holdings
Limited (stock code: 837), Ching Lee Holdings Limited (stock code:
3728) and China Water, which are listed on the main board of the Hong
Kong Stock Exchange. Mr. Chau is also an independent non-executive
director of Eco-Tek Holdings Limited (stock code: 8169) and was an
independent non-executive director of Zhejiang Chang’an Renheng
Technology Co., Ltd. (stock code: 8139) from 8 May 2014 to 11 May
2019, which are both listed on the GEM of the Hong Kong Stock
Exchange. He joined the Group in 2019. He is also the chairman of the
audit committee and nomination committee and a member of the
remuneration committee of the Company.

Mr. Chang Qing

Mr. Chang Qing, aged 64, was graduated from the Chinese Academy
of Social Sciences* (0 00O OO O O) with a doctorate degree in
agricultural economics and management in 2001, graduated from Jilin
University (O O O O) with a bachelor’s degree in economics in 1982
and a master’s degree in national economics in 1985. Mr. Chang had
successively served as a research assistant, a deputy research fellow
and a research fellow of Development Research Center of the State
Council (D OO OODOODOO)from 1985 to 2005 and the vice chairman
of China Futures Association (0 O 0O 0O 0O 0O O) from 1999 to 2006. Mr.
Chang has worked in the College of Economics and Management of
China Agriculture University (D00 OO0 OOO0O0O 0O O0O) since 2005.
He has also served as the chairman of the board of Jinpeng
International Futures Co., Ltd (0O OO OO0 OO O) since 1993. Mr.
Chang is currently an independent non-executive director of China
Chengtong Development Group Limited (stock code: 217) and
Honghua Group Limited (stock code 196), which are both listed on the
main board of the Hong Kong Stock Exchange. He joined the Group in
2016. He is also the member of the audit committee and nomination
committee of the Company.

gooooooi

ooooo
goooooseoooooooooooo
go0oooooooooooooooooo
gooobooooobooobooboboooo
000000000 0 (University of San
FranciscoO D00 OOOoOOOoOOoOoOOODOOO
gooooboooobobooobooooooo
goooooooooboooooboooooo
Dooooges83ss O oooonoon
0000 oobooos3rmoooon
J0oooool3roooooood
goooooboboooboooobooooboo
gooooooooboooooomooo
gogieoi odooooooooooon
dooooooooooooooooooo
0ooo0ooooo0mobDOosil3odd
gooooboooobbooobooobo
godoooboobobooobuoooboo
gooooboooobobooobooooooo
gooooooo

gopod
o0oo0bDe4000ODODOODOODOODOO
goboooooboboooobobooboooon
goboooboooooobooboboooon
ooboooboooboobboooboon
gopooooobooboboobobooon
gobooobobooobooobobooobon
gobooobobooboooboobooboon
goboooboooooooboobooboon
gobooobooobooboobobooon
oboobooobooobooobooo
gopoooobobooboboobobooon
goboomoooobz2ziryobooooDooog
gooogbetooooooooon
gboooboooobooobooboon
goboooobooboooobooboboon
goooooobooon

oooooooooo/00000000

23



24

Directors and Senior Management
Oooobooon

INDEPENDENT NON-EXECUTIVE DIRECTORS
(Continued)

Mr. Peng Yongzhen

Mr. Peng Yongzhen, aged 73, was graduated from Harbin Institute of
Technology* (0 O 00O OO O) (formerly known as Harbin University of
Architecture and Engineering (0 00O 00O O O), the same below) in
June 1995 with a doctor degree in environmental engineering and was
a senior visiting scholar in Gunma University (0 OO 0O O O) from
October 1996 to April 1997. Mr. Peng previously held various positions
in water supply and sewerage engineering major in the urban
construction department of Harbin Institute of Technology* (O O OO
0 0 0O), including the teaching assistant position from September 1976
to October 1978, the teaching assistant, lecturer and associate
professor positions from December 1981 to September 1993, and the
professor position from September 1993 to February 2000. Since 2000,
he has been a chief professor of the environment engineering
department, a professor, a tutor of doctoral candidates and the chief
of the environmental engineering department and water pollution
control research laboratory in Beijing University of Technology* (O 0 O
0 0O 0O), Director of National Engineering Lab for Advanced Municipal
Wastewater Treatment and Reuse Technology (“O0 00000 O0OODO
O00O000*“0000000) and the chief of Beijing Engineering
Technology Research Center of Sewage Nitrogen and Phosphorus
Removal* (000000000000 OO0DOOODOO) of Beijing
University of Technology, concurrently.

He has long been engaged in the research of urban sewage disposal
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SENIOR MANAGEMENT

The biographical details of the senior management of the Company
during the year ended 31 December 2021 and up to the date of this
annual report are set out below:

Mr. Zhou Wei

Mr. Zhou Wei, aged 42, was appointed as the chief financial officer of
the Group on 9 April 2019. Mr. Zhou Wei graduated from Nanjing
Audit University* (OO 0O 00O O) located in Nanjing and obtained a
bachelor degree in auditing. Mr. Zhou Wei is currently a certified tax
agent of the People’s Republic of China. From 2002 to 2007, he worked
in several domestic and international accounting firms. In August 2007,
Mr. Zhou Wei joined China Water and successively served as the chief
financial officer of Huizhou Zhongshui Water Development Co., Ltd.*
(DOOODOOOO0ODOOOn), asubsidiary of China Water), the vice
general manager of the investment department of China Water, the
general manager of Huizhou Dayawan Yiyuan Jingshui Co., Ltd.* (O O
00O000000000), asubsidiary of China Water), and the chief
financial officers of Shenzhen Jinda Environment Holding Co. Ltd.* (O
O00O000O0ODOD00O0), asubsidiary of China Water) and
Guangdong Xinsheng Environmental Protection Group Co., Ltd.* (O O
OO00000000D00), asubsidiary of China Water). Mr. Zhou Wei is
experienced in financial management and investment and financing
area.
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THE BOARD OF DIRECTORS

The Board is responsible for leadership and control of the Company
and overseeing the Group’s businesses, strategic decisions and
performance. The Board has delegated to the chief executive officer,
of which the Directors also undertake, and through him, to the senior
management the authority and responsibility for the day-to-day
management and operation of the Group. In addition, the Board has
established Board committees and has delegated to these Board
committees various responsibilities as set out in their respective terms
of reference.

As at 31 December 2021 and up to the date of this annual report, the
composition of the Board is set out below:

Executive Directors

Zhao Juanxian (alias, Zhao Junxian) (Co-Chairman)
Li Zhong (Co-Chairman)

Liu Yujie

Duan, Jerry Linnan

Independent non-executive Directors
Chau Kam Wing

Chang Qing

Peng Yongzhen

The Directors have no financial, business, family or other material/
relevant relationships with each other.

During the year ended 31 December 2021, the Board at all time
complied with the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive Directors
with at least one independent non-executive Director possessing
appropriate professional qualifications or accounting or related
financial management expertise.

The Company has received written annual confirmation from each of
the independent non-executive Directors of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
independent non-executive Directors to be independent in accordance
with the independence guidelines as set out in the Listing Rules.

A code provision of the CG Code requires Directors to disclose to the
issuer the number and nature of offices held in public companies or
organisations and other significant commitments as well as the nature
of such companies or organisations and the time involved in such
offices, each Director has agreed to disclose their commitments to the
Company in a timely manner.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles and duties of the Chairman and the Chief Executive Officer
have been clearly defined in writing and are carried out by different
individuals in order to preserve independence and a balance of views
and judgement.

With the support of the senior management, the Chairman is
responsible for ensuring that the Directors receive adequate, complete
and reliable information in a timely manner and appropriate briefing
on issues arising at Board meetings. The Chief Executive Officer
focuses on implementing objectives, policies and strategies approved
and delegated by the Board. He is in charge of the Company’s day-to-
day management and operations. The Chief Executive Officer is also
responsible for developing strategic plans and formulating the
organisational structure, control systems and internal procedures and
processes for the Board’s approval.

As at 31 December 2021, Mr. Zhao Juanxian and Mr. Li Zhong were the
Co-chairmen of the Company and Mr. Duan, Jerry Linnan was the Chief
Executive Officer of the Company.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors has entered into service contract with
the Company for an initial fixed term of three years and will continue
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS (Continued)

The procedures and process of appointment, re-election and removal
of Directors are laid down in the Articles of Association. The
Nomination Committee is responsible for reviewing the Board
composition, monitoring the appointment and succession planning of
Directors and assessing the independence of independent non-
executive Directors.

The Board is collectively responsible for performing the corporate
governance duties and formalised the inclusion of the following
corporate governance duties into the terms of reference of the Board:

a. to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board;

b.  to review and monitor the training and continuous professional
development of Directors and senior management;

c.  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

d. to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

e. to review the Company’s compliance with the CG Code and
disclosure in the corporate governance report in the annual
report of the Company.

The Board had reviewed and approved the corporate governance
report contained in this annual report. The Board had also reviewed
the Company’s policies and practices on corporate governance and
compliance with legal and regulatory requirements.
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS (Continued)

The Board had adopted a board diversity policy aiming to set out the
approach to achieve the diversity of members of the Board to enhance
the effectiveness of the Board. The Company recognises and embraces
the benefits of diversity of Board members. It endeavours to ensure
that the Board has a balance of skills, experience and diversity of
perspectives appropriate to the requirements of the Company’s
business. All Board appointments will continue to be made on a merit
basis with due regard for the benefits of diversity of the Board
members. Selection of candidates of Board members will be based on
a range of diversity perspectives, including but not limited to gender,
age, cultural and educational background, experience (professional or
otherwise), skills and knowledge. The ultimate decision will be made
upon the merits and contribution that the selected candidates will
bring to the Board.

Each newly appointed Director receives formal, comprehensive and
tailored induction on the first occasion of his/her appointment to
ensure appropriate understanding of the business and operations of
the Company and full awareness of Director’s responsibilities and
obligations under the Listing Rules and relevant statutory
requirements.

Directors are continually updated on the statutory and regulatory
regime and the business environment to facilitate the discharge of
their responsibilities. Continuing briefing and professional
development for Directors will be arranged where necessary. Individual
Directors also participated in the courses relating to the roles, functions
and duties of a listed company director or further enhancement of their
professional development by way of attending training courses or via
online aids or reading relevant materials.

00000 Oooo

goboooobooooooooboobooon
ooboooboooboobboooboon
gopoooooobooboboobobooon
goboobooobooobooboobooon
goboooboooooobooboobooon
gboooboboooobobooboboooobon
gobooooboooobooooboboobooon
ooboooboooboobboooboon
gbooboboooooobobobooooo
gobooooooomoobooboo
goboobooobooboooboon
gooooobogo

gobooboooboobooobooob
gboobooobbooobboooobon
goboobooobooboooboon
goboobooooboboon

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2021

\\



~——

Corporate Governance Report
ooooon

DIRECTORS’ TRAINING

The Company is committed to arranging and funding suitable training
to all Directors for their continuous professional development. All the
Directors also understand the importance of continuous professional
development and are committed to participating any suitable training
to develop and refresh their knowledge and skills.

During the year ended 31 December 2021, the Directors participated
in the following continuous professional development:
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Reading Materials
update on rules

Attend training and regulations
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ooooo

Name of Directors gooo gooo oo0ooo
Executive Directors oooo

Zhao Juanxian (alias, Zhao Junxian)
(Co-Chairman)

Li Zhong (Co-Chairman)

Liu Yujie

Duan, Jerry Linnan (Chief Executive Officer)

Independent Non-executive Directors
Chau Kam Wing

Chang Qing

Peng Yongzhen
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BOARD MEETINGS

The Board is provided with relevant materials in relation to the matters
brought before the meetings. Reasonable notices of meetings are
given to the Directors and the Directors are encouraged to propose
new items as any other business for discussion at the meetings. The
Directors have separate access to the Company’s senior management
for information at all times and may seek independent professional
advice at the Company’s expenses, if necessary. Minutes are kept by
the company secretary and are open for inspections by all Directors at
any reasonable time. Procedures for convening meetings of the Board
and Board committees and preparing minutes of the meetings have
complied with the requirements of the Articles of Association and
applicable rules and regulations.

The attendance records of each Director at the Board meetings and
the annual general meeting during the year ended 31 December 2021
are set out below:
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Attendance/ Attendance/
Number of Number of
Board Meetings General Meeting
goooad gooo
ogoooo ogoooo
Name of Directors oooo oooo oooo
Executive Directors good
Zhao Juanxian (alias, Zhao Junxian) oo0ooooo
(Co-Chairman) 4/4 1/1
Li Zhong (Co-Chairman) 00oooooo 4/4 1/1
Liu Yujie ooo 4/4 1/1
Duan, Jerry Linnan (Chief Executive Officer) oo0woooono 4/4 1/1
Independent Non-executive Directors ooooooo
Chau Kam Wing ooo 4/4 1/1
Chang Qing RN 4/4 1/1
Peng Yongzhen oono 4/4 1/1
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DELEGATION BY THE BOARD

The Board undertakes responsibility for decision making in major
Company matters, including the approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, material transactions (in particular those that
may involve conflict of interests), financial information and other
significant financial and operational matters.

All Directors have full and timely access to all relevant information as
well as the advice and services of the company secretary, with a view to
ensuring that Board procedures and all applicable laws and regulations
are followed. Each Director is normally able to seek independent
professional advice in appropriate circumstances at the Company’s
expense, upon making request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to its Chief Executive Officer and the senior
management.

BOARD COMMITTEES
The Board has established three committees, namely, the nomination
committee, the remuneration committee and the audit committee.
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NOMINATION COMMITTEE

The Company has established a nomination committee (the
“Nomination Committee”) to make recommendations to the Board on
the appointment or re- appointment of Directors and succession
planning for Directors, in particular the Chairman and the chief
executive. As at 31 December 2021, the Nomination Committee
consisted of five members, comprising Mr. Chau Kam Wing (chairman),
Mr. Zhao Juanxian (alias, Zhao Junxian), Mr. Li Zhong, Mr. Peng
Yongzhen and Mr. Chang Qing.

The Nomination Committee reviewed the size, structure and
composition of the Board to complement the Group’s corporate
strategy and made recommendations to the Board on the appointment
and re-appointment of Directors during the year ended 31 December
2021.

The Nomination Committee held one meeting during the year ended
31 December 2021 and the attendance records are set out below:
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Attendance/

Number of

Meetings

ooooooo

Name of Directors oooo oooo

Mr. Chau Kam Wing ooooo 1/1

Mr. Zhao Juanxian (alias, Zhao Junxian) goooo 1/1

Mr. Li Zhong gooo 1/1

Mr. Peng Yongzhen googono 1/1

Mr. Chang Qing gooo 1/1
REMUNERATION COMMITTEE ogod

The Company has established a remuneration committee (the
“Remuneration Committee™) to review and approve the management’s
remuneration proposals with reference to the Board’s corporate goals
and objects and make recommendations to the Board on the
remuneration package of individual executive Directors and senior
management. As at 31 December 2021, the Remuneration Committee
consisted of three members, namely Mr. Peng Yongzhen (chairman),
Mr. Zhao Juanxian (alias, Zhao Junxian) and Mr. Chau Kam Wing.
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REMUNERATION COMMITTEE (Continued)

During the year ended 31 December 2021, the Remuneration
Committee reviewed the Directors’ fees (including executive Directors
and independent non-executive Directors) in consideration of the
increasing level of duties and responsibilities and market conditions;
and approval of the remuneration incentive structure of the Group as a
whole taking consideration of factors such as salaries paid by
comparable companies, time commitment and their responsibilities.

The Remuneration Committee held one meeting during the year
ended 31 December 2021 and the attendance records are set out
below:

Attendance/

Number of

Meetings

ooooooo

Name of Directors oooo oooo
Mr. Peng Yongzhen googono 1/1
Mr. Zhao Juanxian (alias, Zhao Junxian) ooooo 1/1
Mr. Chau Kam Wing ooooo 1/1

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Company has established a formal and transparent procedure for
formulating policies on remuneration of senior management of the
Group. Details of the remuneration of each of the Directors for the year
ended 31 December 2021 are set out in Note 8 to the Consolidated
Financial Statements.

The biographies of the senior management are disclosed in the section
headed “Directors and Senior Management” in this annual report.
Remuneration paid to the senior management (excluding the Directors)
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AUDIT COMMITTEE

The Company has established an audit committee (the “Audit
Committee”) to assist the Board in providing an independent view of
the effectiveness of the financial reporting process, internal control and
risk management systems, oversee the audit process, monitor, review
and assist in the research of the Company’s environmental, social and
governance matters, and perform other duties and responsibilities as
assigned by the Board. As at 31 December 2021, the Audit Committee
consisted of three independent non-executive Directors, being Mr.
Chau Kam Wing (chairman), Mr. Peng Yongzhen and Mr. Chang Qing.

The Audit Committee has reviewed the annual results and annual
report of the Group for the year ended 31 December 2021. The Audit
Committee has also discussed matters with respect to the accounting
policies and practices adopted by the Company and internal control
with senior management members of the Company.

During the year ended 31 December 2021, the Audit Committee
discussed with the management of the Company about the internal
controls, financial reporting and environmental, social and governance
matters, and reviewed the accounting principles and practices adopted
by the Group and the effectiveness of the Group’s internal control
system. The Audit Committee also met with the external auditor to
review the annual report of the Company for the year ended 31
December 2021 and the interim report of the Company for the six
months ended 30 June 2021 and discuss about the annual audit
planning of the Company for the year ended 31 December 2021.

The Audit Committee held two meetings during the year ended 31
December 2021 and the attendance records are set out below:
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Name of Directors oooo oooo
Mr. Chau Kam Wing ooooo 2/2
Mr. Peng Yongzhen ooooo 2/2
Mr. Chang Qing gooo 2/2
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Company for the year ended
31 December 2021. The Directors consider that the Group has
adequate resources to continue in business for the foreseeable future
and are not aware of material uncertainties that may cast significant
doubt on the Company’s ability to continue as a going concern.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under the
Listing Rules and other statutory and regulatory requirements.

The management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an
informed assessment of the Company’s consolidated financial
statements, which are put to the Board for approval.

RISK MANAGEMENT AND INTERNAL CONTROL
The Board is solely responsible for the risk management and internal
control system to protect the interests of the Company and the
Shareholders as a whole. To achieve its aim, the Board monitors and
approves the strategies and policies of the Group’s risk management
and internal control systems. The purpose of the relevant strategies
and policies is to evaluate and determine the nature and extent of risks
to make it suitable for the Group’s strategic objectives and risk
endurance. The main target is to provide reasonable assurance against
material misstatement or loss, rather than eliminate the risk of failure to
achieve business objectives. To this end, management continues to
allocate resources for an internal control and risk management system
compatible with the COSO (Committee of Sponsoring Organizations
of the Treadway Commission) standards to provide reasonable, though
not absolute, assurance against material misstatement or loss and to
manage rather than eliminate the risk of failure in the operating system
of the Group and in achieving business objectives by the Group.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

The Board, through the Audit Committee, has continuously monitored
and annually reviewed the effectiveness of risk management and
internal control system of the Group and its subsidiaries, and is of the
view that the existing risk management and internal control system is
sufficient and effective. The review covered all material aspects with
regard to control, including financial control, operational control and
compliance control. The internal audit reports submitted to the Audit
Committee by the Group also covered aspects of risk management
and internal control. The Board is not aware of any significant areas of
concern which may affect the Shareholders, and believes that the
Group has fully complied with the code provisions on internal controls,
including compliance with legal and regulatory requirements, as set
forth in the CG Code. The Board, through the appraisal performed by
the Audit Committee, reviewed the adequacy of resources, staff
qualifications and experience, training programs received by the staff
and budget of the Group’s accounting, internal auditing and financial
reporting function at the Board meeting. In light of the Group’s nature
of business and the recommendations on the Board’s role in risk
management, the Group has developed risk management system and
policies, and established a risk control department, which is
responsible for the Group’s risk management, to communicate and
assess the Group'’s risk profile and material risks, and track the progress
of mitigation plans and initiatives of material risks and report on
detailed examinations of specific risks as required.
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RISK MANAGEMENT ORGANISATION SYSTEM
The Group has established a comprehensive organization structure to
manage the risks encountered by the Group. The risk management
structure comprises two key factors: risk management structure and
risk management program.
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RISK MANAGEMENT ORGANISATION SYSTEM goobobbb00Oooo

(Continued)
1. Risk management structure Ood oooogoo
> determine the overall objective, risk appetites and risk tolerance for corporate risk
management, and approve risk management strategies, major risk mitigation solutions and
risk management measures;
gbboodooobobooooboooobooobboooooooboooobbooooboo
dooooooooo
REGULATORY » understand and manage each major risks faced by the enterprise and its existing management
ORGANISATION situations, and make effective risks control decisions; approve the decision- making standards
oooo or mechanisms regarding major decisions, major risks, major events and major business
processes;
uboboooooboooooboooobbOOooooooobbooouobooboboo
gooboboooobooboboboooooooooooboobooooa
> approve risk management report related to major decisions; and
O000000o0oOooooooooon
> approve the annual comprehensive risk management report.
ggooobooobobooood
> review the establishment and planning of the comprehensive risk management system;
O0000o00ooOoooooooon
RISK > review the proposal on the structure of the risk management organisations and their
MANAGEMENT responsibilities;
ORGANISATION D0D0000O000000000000
oooo > review the annual comprehensive risk management report and submit to the Board;
ug 0000D0000D0000D0000O0
> review risk management strategies, major risk management solutions and risk management
measures; and
dododboobOboooooboobobobboboooooooooag
> review the annual risk management work plan.
goooobooobooooo
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RISK MANAGEMENT ORGANISATION SYSTEM goobobbOO00ooo

(Continued)
1. Risk management structure (Continued) oo 000000000
responsible for the establishment and amendment of the Company’s risk management
policies and mechanisms;
gdoooooobobobboooooooon
establish anti-corruption mechanisms, and check for possible corruption conduct during the
internal audit process, and make suggestions for dealing with corruption conduct;
0000000000000 0000000000000000000000000000
formulate annual risk management work plan and submit to the Board and the Audit
Committee for their review;
LEADING RISK D0000O0O000DO000O0000DOO00O0NOnDO
MANAGEMENT regularly collect first-hand information regarding risk management, carry out risk assessment
AND and discuss major risks faced by the Company;
SUHLORTRIG 0000000000 O0000000D000000000000000000
ORGANISATION assess the soundness, reasonability and the effectiveness in implementation of the risk
nooo management system, and review the annual comprehensive risk management report, risk
0 DDDDD U management proposals and day-to-day risk management solutions;

gboodoobOoooboooboooooboboobobooobbOoooboboobbooa
oooooOooOoOoOoOoOoOoOoO

accept reports from employees and cooperating organizations, organize investigations and
provide handling advices, and investigate and deal with people and matters that violate
Company and legal regulations;
dooooooobobboobobobobboboooooobbobbooooooooooooo
assist the Group in carrying out risk management work, and formulate internal auditing plan in
accordance with the result of risk assessment; and
oo0oooOoOOoOOOOOO0OOO0O0O0O0DO0DOOOOOOOOoOoOOooO

test the effectiveness of risk management through implementing accounting methods like
walk through test and analytical review on its audit.
dddddoobbooooooooobobbbobbooooooooo
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RISK MANAGEMENT ORGANISATION SYSTEM O0000000Oooo
(Continued)
1. Risk management structure (Continued) oo Oo0ooOooo

implement the basic procedures in risk management;
RISK sfsfsisisfsialsfslsls

IMPLEMENTATION research and propose decision-making standards or mechanisms regarding major decisions,
ORGANISATION major risks, major events and major business processes of the functional department;
e 0D0D00000000000D0O000O000D00000000000N00N0no

La > research and propose risk assessment report of the functional department; properly carry out
risk management work of the functional department; and
OOo00OooCOo0O0oooOoU0oOoOooooOoOoOoOooOoOoOooocooooo

> establish comprehensive risk management procedures for the functional department.
goooooooooboooooa
2. Risk management program oo ooooon

The Group has established a comprehensive risk management gooooooooboboooon

program which is led and implemented by the internal audit and goooooboooooooobo

inspection department. The risk management program is as goboooooboooobooo

follows:

(1) to collect first-hand information for risk management; (1) OODOOoOoOOOobDOoOgo

(2) to analyse and assess risks; 2 ODoOoooooo

(3) to propose risk management strategies and formulate risk 3 OD0DODOOoDOOOoOOODOO
management solutions; and gopooooa

(4)  to supervise the implementation of risk management works (4 O0D0OODOOODOODODOODO
performed by each business units and verify the overall oooooboooboobo
appraisal.
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SUPERVISION AND ENHANCEMENT OF RISK
MANAGEMENT

The Group has set up basic procedures that cover the whole process
of risk management, connecting the channels of communication of risk
management information along the reporting lines and among various
departments and business units to ensure timely, accurate and
complete sharing of information and this has laid the foundation for
the supervision and enhancement of risk management.

The senior management of the Group, focusing on material risks,
material matters and material decisions, important management
matters and the business flow, supervises the work relating to the first-
hand information collection for risk management, risk assessment, risk
management strategies, critical control activities and the
implementation of risk management solutions. The internal audit and
inspection department carries out an annual review and examination
on the implementation of the works on risk management by different
departments and business units and its effectiveness for the year,
assesses risk management strategies and evaluates inter-departmental
risk management solutions and business units’ risk management
solutions, proposes suggestions for adjustments and recommendations
for improvements and issues evaluation and recommendation reports
which will be sent to the relevant senior management in a timely
manner.

MATERIAL RISKS THE GROUP MAY FACE

In 2021, during the course of business planning, we identified material
risks that the Group may face which include risk of delayed collection,
risk of breach of agreement by governments, risk in relation to short-
term borrowing solvency, risk in relation to amount of water intake and
water quality and risk in relation to litigation disputes.

The potential risk of delayed collection arises from the impact of the
general market environment, the inability of the government to pay
large sums due to financial constraints, resulting in damage to the
Company'’s interests and extension of the collection period. The
Group’s corresponding measures on such risk include maintaining
good relationship with the government, and urging the operating
subsidiaries to duly complete regular reconciliation.
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The potential risk of breach of agreement by governments arises from
economic losses due to fiscal stress of local government and unilateral
non-compliance with stipulated terms. The Group’s corresponding
measures on such risk include maintaining good communication with
local governments and entering into cooperation memorandum for
follow-up and coordination.

The potential risk in relation to short-term borrowing solvency arises
from the rapid development of the Company, causing a lack of
liquidity, unreasonable debt structure, lack of financing ability and
excessive cost of capital acquisition. The Group’s corresponding
measures on such risk include enhancing profitability and operating
cash flow, improving quality of asset, optimizing debt structure and
formulating reasonable debt repayment plans.

The potential risk in relation to the amount of water intake and water
quality arises from lack of proper monitoring of water quality and timely
adjustment of technique, resulting in a larger difference in the amount
of water and non-compliance with intake water quality. The Group’s
corresponding measures on such risk include in-depth research on
government planning, enhancing the monitoring of intake water quality
and timely adjustment of technique based on water intake.

The potential risk in relation to litigation disputes arises from the
incomprehensive dispute resolution mechanism, not solving disputes
by making full use of litigation / arbitration or insufficient awareness on
monitoring disputes. As a result,the Company loses the best timing to
deal with disputes. The Group’s corresponding measures on such risk
include formulating a comprehensive dispute resolution mechanism,
seeking assistance from professionals, dealing with disputes by means
of litigation / arbitration, monitoring and properly handling disputes.

goboobooobooboooboon
goboobooobooboooboon
gbooboooboooboobbooon
gbooobooboooboobooboon
oo

goboobooobooboooboon
gooboobooboboooboboobooon
gooobobooobbooobboooboon
ooboooboooboobboooboon
goobooooooboooobooboon
gobooboooboobdo

goboooboooboobbooobooon
oooboooobooboboooboobooon
gopoboobooboboboobobbooon
gobooobobooooboooooboobooon
gooboooboooooooboooog

gobooboooboobbooobooo
gobooobooooboobooboboon
gbooboboooboboobobobooon
gobooobobooobooboboon
gobooobgoooooboobobooon
goooobooobooboboooboboon
gooo

oooooooooo/00000000

45



46

Corporate Governance Report
ooooon

MANAGEMENT OF INSIDE INFORMATION

The Group has formulated a set of program of continuing obligations
on information management and disclosure to formally regulate the
monitoring of inside information that arises during the course of its
current business development and has established the practice of
delivering such information to the Shareholders, the media and
analysts. When handling the relevant matters, the Group will comply
with “Guidelines on Disclosure of Inside Information” issued by the
Securities and Futures Commission and the related provisions issued
by regulatory organisations and the Group has clearly stated that the
unauthorised use of confidential or inside information is prohibited.
The Group has set up a system of answering enquiries from external
parties about the Group’s affairs, and will appoint and authorise the
senior executives of the Group to act as the Company’s spokesperson
in response to enquiries on a particular area.

EXTERNAL AUDITOR AND AUDITOR’S
REMUNERATION

The statement of the external auditor of the Company about its
reporting responsibilities for the Consolidated Financial Statements is
set out in the “Independent Auditor’s Report” on pages 68 to 75.

During the year ended 31 December 2021, the remuneration paid/
payable to the Company’s independent auditor, Ernst & Young, is set
out below:
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RMB

oodooao

Annual audit services ogooogo 2,826
Non-audit services goooao 404
Total fees ooag 3,230

Non-audit services included tax advisory services and environmental,
social and governance advisory services. The Audit Committee is
satisfied that the non-audit services did not affect the independence of
the external auditor.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS/INVESTOR RELATIONS

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and investor
understanding of the Group’s business performance and strategies.
The Company also recognises the importance of transparency and
timely disclosure of corporate information, which will enable
Shareholders and investors to make the best investment decisions. The
general meetings of the Company provide a forum for face-to face
communication between the Board and the Shareholders dialogue.
The Chairman as well as chairmen of the Nomination Committee,
Remuneration Committee and Audit Committee or, in their absence,
other members of the respective committees and, where applicable,
the chairman of the independent Board committee, are available to
answer questions at general meetings.

To promote effective communication, the Company maintains on its
website up-to-date information and updates on the Company’s
business operations and developments, financial information,
corporate governance practices and other information, which are
posted and are available for public access.

CONSTITUTIONAL DOCUMENTS

The Company has not amended its constitutional documents during
the year ended 31 December 2021.

SHAREHOLDERS' RIGHTS

To safeguard Shareholders’ interests and rights, a separate resolution
is proposed for each substantially separate issue at Shareholders’
meetings, including the election of individual Directors.

All resolutions put forward at Shareholders’ meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and of the Hong Kong Stock Exchange
after each general meeting.

Shareholders who intend to put forward their enquiries to the Board
could send their enquiries to the Company’s principal place of business
in Hong Kong or the headquarters in the PRC or by email to
kangda@kangdaep.com. Shareholders can contact Computershare
Hong Kong Investor Services Limited, the Hong Kong branch share
registrar of the Company, if they have any enquiries about their
shareholdings and entitlements to dividend.
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CONVENING OF EXTRAORDINARY GENERAL
MEETINGSIMNDPUTTING FORWARD PROPOSALS
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The Board is pleased to present its report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2021.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Details of the
principal activities of the principal subsidiaries are set out in note 1 to
the consolidated financial statements.

BUSINESS REVIEW

Business review of the Group is set out in “Business Review” section of
“Management Discussion and Analysis™.

FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities, which are
extracted from the annual audited reports, are set out on page 231 and
page 232 of this annual report. This summary does not form part of the
audited consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2021 and its
financial position at that date are set out on the financial statements on
pages 76 to 79 of this annual report.

The Board did not recommend payment of the final dividend for the
year ended 31 December 2021 (year ended 31 December 2020: nil).

DIVIDEND POLICY

The declaration, form, frequency and amount of any dividend payout
of the Company must be in accordance with relevant laws, rules and
regulations and subject to the Articles of Association. Subject to
compliance with applicable laws, rules, regulations and the Articles of
Association, in deciding whether to propose any dividend payout, the
Board will take into account, among other things, the financial results,
the earnings and distributable reserves, the operations and liquidity
requirements, the debt ratio and possible effects on the credit lines,
and the current and future development plans of the Company.
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COMPLIANCE WITH LAWS AND REGULATIONS
Compliance procedures are in place to ensure adherence to applicable
laws, rules and regulations in particular, those have significant impact
on the Group. Any changes in the applicable laws, rules and
regulations are brought to the attention of relevant employees and
relevant operation units from time to time.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2021 are set out in note 12
to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year ended 31 December 2021 are set out in note 29 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of
Association or the Companies Act of the Cayman Islands where the
Company was incorporated, which would oblige the Company to offer
new Shares on a pro rata basis to existing Shareholders.

PURCHASE, SALE AND REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2021.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Company and the Group
during the year ended 31 December 2021 are set out in note 41 to the
consolidated financial statements and in the consolidated statement of
changes in equity on page 80 of this annual report respectively.

As at 31 December 2021, the Company’s reserves available for
distribution, calculated in accordance with the provisions of Companies
Law, amounted to approximately RMB1,676.0 million (2020: RMB1,715.0
million).
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2021, the Group’s five largest
suppliers accounted for 16.9% of the Group’s total purchases and
purchase from the Group’s largest supplier included therein amounted
to 4.9% of the total purchases for the year.

For the year ended 31 December 2021, the Group’s sales to its five
largest customers accounted for 30.6% of the Group’s total sales and
sales to the largest customer included therein amounted to 7.9% of the
total sales for the year.

Jiangxi Silver Dragon Water Environment Construction Co., Ltd.* (O O
00O0000ooooodoag) (“Jiangxi Silver Dragon”) is one of the
five largest suppliers of the Group during the year ended 31 December
2021. Jiangxi Silver Dragon is a non-wholly owned subsidiary of China
Water, a substantial shareholder of the Company. Mr. Li Zhong, Ms. Liu
Yujie and Mr. Duan, Jerry Linnan, the executive Directors of the
Company, are also the executive directors of China Water and Mr.
Chau Kam Wing, an independent non-executive Director of the
Company, is also an independent non-executive director of China
Water. Further details are set out in the section “Connected
Transaction” below. Save as disclosed, none of the Directors or any of
their close associates or any Shareholders (which, to the best
knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any interest in the Group’s five largest
customers and suppliers.

BANK LOANS
Particulars of interest-bearing bank and other borrowings of the Group
as at 31 December 2021 are set out in note 28 to the consolidated
financial statements.

CAPITAL MANAGEMENT

Details of the Group’s policies on capital management are set out in
note 39 to the consolidated financial statements.

SIGNIFICANT INVESTMENTS HELD
For the year ended 31 December 2021, the Group did not hold any
material investments in the equity interest of other companies.
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MATERIAL INVESTMENT AND FUTURE PLANS OF
CAPITAL ASSETS

As of 31 December 2021, Group had no material investment and other
plans for capital assets.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATES

For the year ended 31 December 2021, the Group did not have any
material acquisitions or disposals of subsidiaries and associates.

RELATIONSHIPS WITH KEY STAKEHOLDERS
EMPLOYEES

Employees are regarded as the most important and valuable assets of
the Group. The objective of the Group’s human resource management
is to reward and recognise performing staff by providing a competitive
remuneration package and implementing a sound performance
appraisal system with appropriate incentives, and to promote career
development and progression by appropriate training and providing
opportunities within the Group for career advancement.

CUSTOMERS AND SUPPLIERS

The Group’s customers are generally municipal, district or county level
governments or their designees in China. We typically enter into
agreements with the Group’s customers to provide wastewater
treatment and other services on a project-by-project basis.

The Group’s business is built on a customer-oriented culture, and are
focused on establishing relationships with district or county level
governments or their designees in China. The Group also understands
that it is important to maintain good relationship with its suppliers and
customers to fulfil its immediate and long-term goals. To maintain its
market competitiveness within the industry, the Group aims at
delivering constantly high standards of quality in the service to its
customers.

SHAREHOLDERS

One of the corporate goals of the Group is to enhance corporate value
to Shareholders. The Group is poised to foster business developments
for achieving the sustainability of earnings growth and rewarding
Shareholders.
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DIRECTORS’ INTERESTS IN TRANSACTIONS OF
SIGNIFICANCE, ARRANGEMENTS OR
CONTRACTS

Save as disclosed elsewhere in this annual report, no Director or his/
her connected party had a material interest, either directly or indirectly,
in any transactions of significance, arrangements or contracts to the
business of the Group to which the Company or any of its subsidiaries
was a party during the year ended 31 December 2021.

PERMITTED INDEMNITY PROVISION

According to the Articles of Association, every Director or other officer
of the Company shall be entitled to be indemnified out of the assets
and profits of the Company against all losses or liabilities which he/she
may sustain or incur in or about the execution of the duties of his/her
office or otherwise in relation thereto. The Company has arranged
appropriate directors’ and officers’ liability insurance coverage for the
Directors and officers of the Group.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2021.

SHARE OPTION SCHEME

The Company has adopted the share option scheme (the “Share
Option Scheme”) on 14 June 2014 (the “Adoption Date”). The
following is a summary of principal terms of the Share Option Scheme:

Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to give the Eligible
Persons (as defined in the following paragraph) an opportunity to have
a personal stake in the Company and help motivate them to optimise
their future performance and efficiency to the Group and/or to reward
them for their past contributions, to attract and retain or otherwise
maintain on-going relationships with such Eligible Persons who are
significant to and/or whose contributions are or will be beneficial to the
performance, growth or success of the Group, and additionally in the
case of Executives (as defined below), to enable the Group to attract
and retain individuals with experience and ability and/or to reward
them for their past contributions.
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SHARE OPTION SCHEME (cContinued)

Who may join in the Share Option Scheme

The Board may, at its absolute discretion, grant options (“Option(s)”)
to subscribe for such number of Shares in accordance with the terms
set out in the Share Option Scheme to:

@

@)

any executive Director of, manager of, or other employee holding
an executive, managerial, supervisory or similar position in any
member of the Group (“Executive”), any full-time or part-time
employee, or person for the time being seconded to work full-
time or part-time for any member of the Group (“Employee™);

a Director or proposed Director (including an independent non-
executive Director) of any member of the Group;

a direct or indirect shareholder of any member of the Group;

a supplier of goods or services to any member of the Group;

a customer, consultant, business or joint venture partner,
franchisee, contractor, agent or representative of any member of
the Group;

a person or entity that provides design, research, development
or other support or any advisory, consultancy, professional or

other services to any member of the Group; and

an associate of any of the persons referred to in paragraphs (a) to
(f) above (the person referred above are the “Eligible Persons”).

Maximum number of Shares

A resolution was passed by the shareholders of the Company at the
annual general meeting of the Company on 10 June 2020, approving,
inter alia, to refresh the limit of the Share Option Scheme to
213,973,500 shares of the Company, representing 10% of the issued
shares of the Company as at 10 June 2020. For further details please
refer to the Company’s announcement dated 10 June 2020.
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SHARE OPTION SCHEME (cContinued)

Maximum entitlement of each participant

No Option may be granted to any one person such that the total
number of Shares issued and to be issued upon exercise of Options
granted and to be granted to that person in any 12-month period
exceeds 1% of the Company’s issued share capital from time to time.

Where any further grant of Options to such Eligible Person would result
in the Shares issued and to be issued upon exercise of all Options
granted and to be granted to such Eligible Person (including exercised,
cancelled and outstanding Options) in the 12-month period up to and
including the date of such further grant representing in aggregate over
1% of the Shares in issue, such further grant shall be separately
approved by the Shareholders in general meeting with such Eligible
Person and his or her associates abstaining from voting.

Offer and grant of Options

Subiject to the terms of the Share Option Scheme, the Board shall be
entitled at any time within 10 years from the Adoption Date to offer the
grant of an Option to any Eligible Person as the Board may in its
absolute discretion select to subscribe at the subscription price for
such number of Shares as the Board may (subject to the terms of the
Share Option Scheme) determine (provided the same shall be a board
lot for dealing in the Shares on the Hong Kong Stock Exchange or an
integral multiple thereof).

Minimum holding period, vesting and performance target
Subject to the provisions of the Listing Rules, the Board may in its
absolute discretion when offering the grant of an Option impose any
conditions, restrictions or limitations in relation thereto in addition to
those set forth in the Share Option Scheme as the Board may think fit
(to be stated in the letter containing the offer of the grant of Option)
including (without prejudice to the generality of the foregoing)
qualifying and/or continuing eligibility criteria, conditions, restrictions or
limitations relating to the achievement of performance, operating or
financial targets by the Company and/or the grantee, the satisfactory
performance or maintenance by the grantee of certain conditions or
obligations or the time or period before the right to exercise the Option
in respect of any of Shares shall vest provided that such terms or
conditions shall not be inconsistent with any other terms or conditions
of the Share Option Scheme. For the avoidance of doubt, subject to
such terms and conditions as the Board may determine as aforesaid
(including such terms and conditions in relation to their vesting, exercise
or otherwise) there is no minimum period for which an Option must be
held before it can be exercised and no performance target which need
to be achieved by the grantee before Option can be exercised.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITION IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2021, the interests and short positions of the
Directors and the chief executive of the Company in the Shares,
underlying Shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)) (i) which were required 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 interests and short
positions which were taken or deemed to have under such provisions
of the SFO), or (ii) which were required, pursuant to section 352 of the
SFO, to be entered into the register maintained by the Company, or (iii)
which were required to be notified to the Company and the Hong
Kong Stock Exchange pursuant to the Model Code were as follows:
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Approximate
percentage of
issued share

Number of capital of

Name of Director Nature of Interest Shares  the Company

oooo

oooooo

oooo oooo oooo ooooo

Mr. Zhao Juanxian Person acting in concert 546,728,004 25.56%
(alias, Zhao Junxian)® oooogoog (long position)
ooooow oood

Mr. Li Zhong Beneficial owner 10,000,000 0.47%
oooo ooogoo (long position)
oood

Ms. Liu Yujie Beneficial owner 10,000,000 0.47%
googo googno (long position)
oood

Mr. Duan, Jerry Linnan Beneficial owner 10,000,000 0.47%
ooogono ooooo (long position)
oood

Mr. Chau Kam Wing Beneficial owner 2,000,000 0.09%
ooooo ooogo (long position)
oood

oooooooooo/00000000
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS OO0 00000 D0ODOOOOO
AND SHORT POSITION IN SHARES, UNDERLYING 00000000000 Oooo
SHARES AND DEBENTURES (Continued)
Approximate
percentage of
issued share
Number of capital of
Name of Director Nature of Interest Shares the Company
ooog
goooooo
gooo gooo gooo ooogdo
Mr. Chang Qing Beneficial owner 2,000,000 0.09%
gooo ooogo (long position)
oogo
Mr. Peng Yongzhen Beneficial owner 2,000,000 0.09%
ooooo ooooo (long position)
oooo
Note: ooo
1) By virtue of Mr. Zhao Juanxian acting in concert with Mr. Zhao Sizhen, being the son (1) 00000000 Zhao SizhenD DO O0O0O0O0O

of Mr. Zhao Juanxian, under the SFO, Mr. Zhao Juanxian is deemed to be interested
in Mr. Zhao Sizhen'’s interests in the Company.

Save as disclosed, as at 31 December 2021, none of the Directors and
the chief executive of the Company had or was deemed to have any
interest or short position in the Shares, underlying Shares or
debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO) that was required to be recorded in the
register of the Company required to be kept under Section 352 of the
SFO, or as otherwise notified to the Company and the Hong Kong
Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, at no time during the
year ended 31 December 2021 were rights to acquire benefits by
means of the acquisition of Shares in or debentures of the Company
granted to any Director or their respective spouse or children under 18
years of age, or were any such rights exercised by them; or was the
Company and any of its subsidiaries a party to any arrangement to
enable the Directors, or their respective spouse or children under 18
years of age, to acquire such rights in any other body corporate.
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