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COMPANY PROFILE
Joog

Weigang Environmental Technology Holding Group Limited (the
“Company”) together with its subsidiaries (the “Group”) are the
leading comprehensive hazardous waste incineration turnkey
solution provider in China. As at 31 December 2021, the Group has
completed 35 hazardous waste incineration projects with aggregate
designed disposal capacity of 834,500 tonnes per annum, and
19 ongoing hazardous waste incineration projects with aggregate
designed disposal capacity of 459,000 tonnes per annum.

The shares of the Company had been listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 3 January 2019.

Leveraging its experience and expertise in hazardous waste
incineration, the Group has expanded its offerings to other areas
of solid waste treatment, such as thermal desorption of oil sludge,
pyrolysis treatment of solid waste and cement plant parallel kiln
cotreatment.

The Group will continue to focus on the technology innovation
to maintain its advanced technology and strong R&D capability.
To capture the opportunities brought by the policies for the
development of the environmental protection industry and the huge
demand of industrial enterprise to comply with increasingly tighter
environmental protection policies, the Group will leverage on its
technology advantage to expanding its business into more and
more new areas, and devote itself to become a leading solid waste
treatment solutions provider in China.
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CORPORATE INFORMATION
ERERERE

DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS

Executive Directors

Mr. Cai Zhuhua (Chairman)

Mr. Dong Honghui

Mr. Deng Zhaoshan

Mr. Gu Chunbin (appointed on 11 March 2021)

Non-executive Directors

Mr. Ren Jingfeng (resigned on 11 March 2021)
Mr. Yang Zhigiang (resigned on 11 March 2021)

Independent Non-executive Directors
Mr. Yang Zhifeng

Mr. Jiang Guoliang
Mr. Feng Tao

AUDIT COMMITTEE
Mr. Feng Tao (Chairman)

Mr. Yang Zhifeng
Mr. Jiang Guoliang

REMUNERATION COMMITTEE
Mr. Feng Tao (Chairman)

Mr. Dong Honghui
Mr. Jiang Guoliang

NOMINATION COMMITTEE
Mr. Cai Zhuhua (Chairman)

Mr. Feng Tao
Mr. Jiang Guoliang

JOINT COMPANY SECRETARIES

Mr. Gu Chunbin

(designated as the sole company secretary on 14 January 2022)
Ms. So Shuk Yi Betty (resigned on 14 January 2022)
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CORPORATE INFORMATION
ERERERE

AUTHORISED REPRESENTATIVES ugogo
Mr. Cai Zhuhua oooono
Mr. Gu Chunbin ooooog
LEGAL ADVISERS TO OUR COMPANY goooood
As to Hong Kong law: ooooooo
Miao & Co. ooooooo
(in Association with Han Kun Law Offices) oooooooooooo
Rooms 3901-05, 39/F, Edinburgh Tower oo
The Landmark 0o000oois0o
15 Queen’s Road Central oooao
Hong Kong 000 0390 3901-050
As to Cayman Islands law: ooooooooo
Walkers (Hong Kong) Walkerd1 O O 0O
15th Floor, Alexandra House oad
18 Chater Road oo
Central 000180
Hong Kong 00ogDbiisg
As to PRC law: ooooooo
DeHeng Law Offices (Guangzhou) ooooooooooooo
17/F, the North Tower of Guangzhou Media Centre oo
370 Yuejiang West Road ooo
Haizhu District goo
Guangzhou 510335 00003700
PRC 000000170
0 00510335
AUDITORS AND REPORTING ACCOUNTANTS godoooooon
Baker Tilly Hong Kong Limited oooDoooooooooon
Certified Public Accountants ooooon
2/F, 625 King's Road oaod
North Point oo
Hong Kong 0 0 0625020
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CORPORATE INFORMATION
ERERERE

REGISTERED OFFICE

190 Elgin Avenue
George Town

Grand Cayman KY1-9008
Cayman Islands

HEADQUARTER AND PRINCIPAL PLACE OF

BUSINESS IN THE PRC

14-15/F, Block A4

No. 181 Science Boulevard
Guangzhou, Guangdong Province
China

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Unit 3507, 35/F, AIA Tower
183 Electric Road

North Point

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER

OFFICE IN THE CAYMAN ISLANDS

Walkers Corporate Limited
190 Elgin Avenue

George Town

Grand Cayman KY1-9008
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND

TRANSFER OFFICE

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong
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Cayman Islands
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CORPORATE INFORMATION

ERERERE

PRINCIPAL BANK

Bank of Guangzhou

Science City Branch

3/F, Science and Technology
Innovation Base Complex

80 Lanyue Road

Science City, Guangzhou
Guangdong Province

China

China Merchants Bank
Hong Kong Branch
31/F, Three Exchange Square

8 Connaught Place, Central
Hong Kong

STOCK CODE

1845

COMPANY’S WEBSITE
http://www.gzweigang.com/

DATE OF LISTING

3 January 2019
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FINANCIAL SUMMARY
EREREEN

For the year ended 31 December 2021, the revenue of the Group
amounted to RMB561.7 million, representing an increase of 4.6% as
compared with the year ended 31 December 2020.

For the year ended 31 December 2021, the gross profit of the
Group amounted to RMB76.9 million and the gross profit margin
of the Group was 13.7%, representing a decrease of 7.2% and 1.7
percentage points as compared with the year ended 31 December
2020, respectively.

For the year ended 31 December 2021, the Group recorded net loss
amounted to RMB8.8 million, and the net loss margin of the Group
was 1.6%, compared with the net loss amounted to RMB7.4 million
and the net loss margin of 1.4% for the year ended 31 December
2020.

For the year ended 31 December 2021, the loss attributable to
owners of the Company was RMB12.4 million, compared with the
loss attributable to owners of the Company amounted to RMB10.9
million for the year ended 31 December 2020.

For the year ended 31 December 2021, the basic loss per share
attributable to owners of the Company amounted to RMBO0.009,
compared with the basic loss per share attributable to owners of the
Company amounted to RMBO0.008 for the year ended 31 December
2020.
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For the year ended 31 December

00120310000

2021 2020 2019 2018 2017

20210 20200 20190 20180 20170

RMB’000 RMB'000 RMB’000 RMB’000 RMB’000

ooooo ooooo ooooo ooooo oooono

Revenue oo 561,700 536,811 537,509 480,091 189,407

Gross profit oo 76,914 82,882 144,236 124,663 62,104

(Loss)/profit before income tax gooon

ooomoo (10,484) (8,319) 91,122 67,970 36,379

Income tax credit/(expense) gooooomoooo 1,639 949 (13,091) (10,559) (6,620)

(Loss)/profit for the year omoomaon (8,843) (7,370) 78,031 57,411 29,759
(Loss)/profit attributable to: gooooa

ooomooo
Owners of the Company oooooo (12,412) (10,929) 66,984 49,799 30,195
Non-controlling interests goooao 3,567 3,559 11,047 7,612 (436)
As at 31 December
0120310

2021 2020 2019 2018 2017

20210 20200 20190 20180 20170

RMB’000 RMB'000 RMB’000 RMB’000 RMB’000

ooooo ooooo ooooo ooooo ooooo

Total Assets oooo 864,017 938,723 802,027 469,735 253,053

Total liabilities oooo 293,450 343,639 227,886 310,445 218,356

Non-controlling interests goooao 79,150 89,739 57,326 27,220 (436)
Equity attributable to the gooooo

owners of the Company oooo 491,417 505,345 516,815 132,070 35,133
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CHAIRMAN'S STATEMENT
Joobod

On behalf of the Board, | hereby to present the annual results of the
Group for the year ended 31 December 2021 and the future outlook
of 2022.

2021 REVIEW

In 2021, the world was still undergoing accelerated changes
unseen in a century, with continued attack brought by the COVID-19
pandemic (the “Pandemic”). China maintained its leading position
in economic development as well as the Pandemic prevention
and control worldwide. Moreover, the building of a moderately
prosperous society in all respects across China has started the
country’s 14th Five-Year Plan off on the right foot.

In 2021, the Group continued to shoulder and fulfill its social
responsibilities. Though threats caused by COVID-19 alleviated,
the Group still enhanced scientific pandemic prevention and
control measures, and the staff guarded their positions steadfastly,
to ensure that all projects operated at full swing and provided
high quality services to our customers. The recognition from our
customers which the Group has received is its driving force to
move forward. On behalf of the Board of Directors and the senior
management, | would like to extend my sincere gratitude to all
colleagues who have remained at their posts with hard work, as well
as people from all walks of life who have given great support to the
Group’s development all along!

FUTURE PROSPECTS

Looking forward to 2022, the Group will continue to capture the
opportunities brought by the policies for the development of the
environmental protection industry, and actively seize more business
opportunities from solid waste treatment by commercialising its
advanced solid waste treatment technologies to market with the
resources from strategic shareholders, the capital market network,
and its strong R&D capabilities. The Group will still continue to
focus on the technology innovation to further expand the Group’s
business scope, maintain the Group’s leading position in the market,
maximize shareholder returns and optimize the Group’s commitment
of becoming a leading solid waste treatment solutions provider in
China.

CAIl Zhuhua
Chairman

24 March 2022
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MANAGEMENT DISCUSSION AND ANALYSIS
Jooggoog

BUSINESS REVIEW

The Group is a leading comprehensive hazardous waste
incineration turnkey solution provider in China focused on
the research, design, integration and commissioning of solid
waste treatment systems, particularly for hazardous waste
incineration. Leveraging its experience and expertise in
hazardous waste incineration, the Group has expanded its
offerings to other areas of solid waste treatment, such as
thermal desorption of oil sludge, pyrolysis treatment of solid
waste and cement plant parallel kiln co-treatment. The Group
conducts research and development of technologies related
to these new areas and have successfully applied some of
them to its new solid waste treatment projects.

In 2021, the Group primarily engaged in and generated a
substantial portion of the revenue from the design, integration
and commissioning of hazardous waste incineration systems
in China.

Provision of Hazardous Waste Incineration Solutions

Before 2021, the Group has 31 completed hazardous waste
incineration projects with aggregate designed disposal
capacity of 727,500 tonnes per annum which were passed to
the Group’s customers in normal operation. In 2021, the Group
completed 4 more hazardous waste incineration projects with
an aggregate designed disposal capacity of approximately
107,000 tonnes per annum. As at 31 December 2021, the
Group had 19 ongoing hazardous waste incineration projects
on hand, covering 18 cities in China with an aggregate
designed disposal capacity of approximately 459,000 tonnes
per annum. The table below sets out the summary of the
completed hazardous waste incineration projects in 2021 and
the ongoing hazardous waste incineration projects as at 31
December 2021:
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MANAGEMENT DISCUSSION AND ANALYSIS
Jooobbbd

Completed hazardous waste incineration projects in 2021: gz0210 0000000000 ODOOO

Designed Disposal/
Treatment Capacity

No. Project (tonnes per annum)
gooooOoooo
oo oo ooooo
Guangzhou hazardous waste incineration project ooocooooOooooo 33,000
2 Zhuhai hazardous waste incineration project 0oooooOoOooooo 20,000
3 Jiangsu Nanjing hazardous waste incineration project oooooooooooo
oo 21,000
4 Shandong hazardous waste incineration project oocoooooooooo 33,000
Total oo 107,000
* Completed project is defined as which the system functionality * oooooooooooooooooo
evaluation is completed. ooo
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MANAGEMENT DISCUSSION AND ANALYSIS

Jooooogod

Ongoing hazardous waste incineration projects as at 31

December 2021:

No. Project
oo oo
1 Yantai hazardous waste incineration project
2 North Bay hazardous waste incineration project
3 Zhejiang Taizhou hazardous waste incineration project
4 Hubei Yichang hazardous waste incineration
project phase Il
5 Hubei Wuhan hazardous waste incineration Project
6 Henan Puyang hazardous waste incineration project
7 Sichuan Zigong industry hazardous waste treatment project
8 Anging hazardous waste incineration project
9 Guangdong Huizhou hazardous waste incineration project
10 Hubei Xianning hazardous waste incineration project
11 Sichuan Meishan hazardous waste incineration project
12 Yunfu hazardous waste incineration project
13 Huanggang hazardous waste incineration project
14 Xianju hazardous waste incineration project
15 Guangzhou East Area hazardous waste incineration project
16 Jiangsu Xuzhou hazardous waste incineration project
17 Hubei Yichang hazardous waste incineration project
18 Zhejiang Zhoushan hazardous waste incineration project
19 Guangdong Zhongshan hazardous waste incineration
Project
Total

Provision of Qilfield Auxiliary Services

The Group’s non-wholly owned subsidiary, Xinjiang
Tiansheng, which is principally engaged in the business of
provision of oil sludge thermal desorption treatment services

gooooocOoooo
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Designed Disposal/
Treatment Capacity
(tonnes per annum)
oobooobooooao

gooog

30,000
16,500
25,000

15,000

30,000
15,000
30,000
30,000
20,000
21,000
21,000
25,000
30,000
15,000
33,000
20,000
22,500
30,000

30,000

459,000

oooooooao

[y |

and oilfield auxiliary services in Xinjiang Uyghur Autonomous

Region.

Through Xinjiang Tiansheng, the Group entered into the
oilfield auxiliary services market of Xinjiang Province
successfully and recorded relevant revenue amounted to
RMB49.6 million during the year (2020: RMB48.5 million).

Oo0oano
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MANAGEMENT DISCUSSION AND ANALYSIS

Jooooogod

FINANCIAL POSITION AND OPERATING
RESULTS

Revenue

Revenue increased by 4.6% from RMB536.8 million for the
year ended 31 December 2020 to RMB561.7 million for the
year ended 31 December 2021.

The Group derived the majority of its revenue from provision
of hazardous waste incineration solutions and the remainder
from provision of cement plant parallel kiln co-treatment
services, oilfield auxiliary services and other services
including technical upgrading and maintenance services.

Revenue from hazardous waste incineration solutions
increased by 5% from RMB468.5 million for the year ended
31 December 2020 to RMB491.8 million for the year ended
31 December 2021. This increase was mainly driven by a
combination of favourable factors: 1) general increase in
market demand; and 2) increased customer recognition of the
Group.

The Group recorded oilfield auxiliary services revenue
amounted to RMB49.6 million for the year ended 31
December 2021 (2020: RMB48.5 million), which remained
steadily.

The Group recorded cement plant parallel kiln co-treatment
services revenue amounted to RMB4.8 million for the year
ended 31 December 2021 (2020: Nil), which was brought by
the trial operations of Yunfu project.

Revenue from other services decreased by 19.8% from
RMB19.2 million for the year ended 31 December 2020 to
RMB15.4 million for the year ended 31 December 2021. This
decrease was attributable to less technical upgrading and
maintenance services demand from customers during the
yeatr.
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MANAGEMENT DISCUSSION AND ANALYSIS
Jooooogod

Cost of Services

Cost of services increased by 6.8% from RMB453.9 million for
the year ended 31 December 2020 to RMB484.8 million for
the year ended 31 December 2021. This increase was mainly
attributable to the increase in cost of services for the Group’s
hazardous waste incineration treatment business.

Cost of services for the Group’s hazardous waste incineration
treatment business consists primarily of (i) cost of equipment
and materials; (ii) direct labour costs; (iii) sub-contracting
costs; and (iv) others.

The cost of services for the Group’s hazardous waste
incineration treatment business increased by 8.1% from
RMB399.4 million for the year ended 31 December 2020 to
RMBA431.6 million for the year ended 31 December 2021.
This increase was mainly due to the Company has procured
equipment and materials with higher cost for installation of
certain hazardous incineration systems so as to improve the
quality of our systems, enhance our corporate brand and
maintain better relationship with our customers.

The Group’s cost of oilfield auxiliary services was RMB37.5
million for the year ended 31 December 2021 (2020: RMB37.2
million), which was steady.

The Group’s cost of cement plant parallel kiln co-treatment
services was RMB4.5 million for the year ended 31 December
2021 (2020: nil), which was due to the trial operations of Yunfu
project.

Cost of services for other services decreased by 26.3% from
RMB15.2 million for the year ended 31 December 2020 to
RMB11.2 million for the year ended 31 December 2021. This
decrease was in line with the decrease in the Group’s other
services revenue, which decreased in 2021 compared with
2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
Jooooogod

Gross Profit and Gross Profit Margin ocooooo

The Group’s gross profit decreased by 7.2% from RMB82.9 O00O0O0OO0O0O00ODo20200120310 0
million for the year ended 31 December 2020 to RMB76.9 OOopoooOos29000007.2%0 00
million for the year ended 31 December 2021, while the gross 20210120310 0 0000 O0O76.900
profit margin decrease from 15.4% for the year ended 31 O0O0O0oDbDbOO0OODbez2020012031000
December 2020 to 13.7% for the year ended 31 December 0015.4%0 000 0202101203100 0
2021. 0 013.7%0

The following table sets out the Group’s gross profit and oooboO0oocoDoDOooDOooOoooDoOoo
gross profit margin for each of the business segments for the goopDoDoOoo

periods stated.

Gross profit Gross profit margin
oo ooao
2021 2020 2021 2020
20210 20200 20210 20200
RMB million RMB million

oooooo oooooo

Hazardous waste incineration solutions gopooooooboo 60.2 69.1 12.2% 14.8%
Pyrolysis solid waste treatment solutions goooobOoobOooD

oo — (L5) 38.2% ooo
Oilfield auxiliary services gooooo 12.2 11.3 24.5% 23.3%
Cement plant parallel kiln co-treatment services 0000000000000 03 - 6.3% ooo
Other services oooo 42 4.0 212% 20.9%
Total oo 76.9 82.9 13.7% 15.4%
The gross profit of hazardous waste incineration solutions ooDo0oDoDo0ooDooOoOooooOoao
decreased by 12.9% from RMB69.1 million for the year ended 20200120310 0 0 000 0 06910 0O
31 December 2020 to RMB60.2 million for the year ended 31 00012.9%0 0 0 20210120310000
December 2021. This decrease was mainly attributable to the ooo00e0c.2000D0O0OODDOOOO
decrease in gross profit margin. The gross profit margin of ooodoOoocoOoooOooboOooooo
hazardous waste incineration solutions decreased from 14.8% O0O0000O0202001203100000
for the year ended 31 December 2020 to 12.2% for the year 14.8%0 000 020210120310 0000
ended 31 December 2021 primarily due to (i) the Company 122%00 000 @(GO0O0O0O0O0OO0O0O0OO0
has adjusted the project price of the hazardous waste 0o0oooO0oO0oOoOoOooooooooao
incineration solutions in view of the intense competition in the OO0oOoO0O0ooOooOoooooooo (i)
market and in order to maintain our leading market share; and oo0oDooDO0oOo0oOooODOooOoDOooo
(i) the Company has procured equipment and materials with OoooOoooOoCOoO0oOooOoooooo
higher cost for installation of certain hazardous incineration ooo0oDoDoooDooooDooooOoao
systems so as to improve the quality of our systems, enhance oopoDoooooooo
our corporate brand and maintain good relationships with our
customers.

14 WEIGANG ENVIRONMENTAL TECHNOLOGY HOLDING GROUPLIMITED O 00 0O D OO0OO0OOODOO



MANAGEMENT DISCUSSION AND ANALYSIS
Jooooogod

The gross profit of oilfield auxiliary services for the year ended
31 December 2021 amounted to RMB12.2 million (2020:
RMB11.3 million), which was steady.

The gross profit of cement plant parallel kiln co-treatment
services for the year ended 31 December 2021 amounted to
RMBO0.3 million (2020: nil), which was due to the trial operation
of Yunfu project.

The gross profit of other services increased by 5% from
RMB4.0 million for the year ended 31 December 2020 to
RMB4.2 million for the year ended 31 December 2021. This
increase was attributable to the increase in gross profit
margin. The gross profit margin of other services increased
from 20.9% for the year ended 31 December 2020 to 27.2%
for the year ended 31 December 2021 primarily due to the
enhancement of cost control.

Other Income, Gains and Losses

The Group’s other income and gains decreased by 76.0%
from RMB7.5 million for the year ended 31 December 2020
to RMB1.8 million for the year ended 31 December 2021,
primarily attributable to the impairment of the pyrolysis solid
waste treatment project in Sichuan was accrued in 2021,
which amounted to RMB7.4 million.

Administrative Expenses

The Group’s administrative expenses decreased by 2.0% from
RMB55.5 million for the year ended 31 December 2020 to
RMB54.4 million for the year ended 31 December 2021, which
was relatively steady.

Other Expenses

Other expenses mainly include research and development
expenses, which including staff costs, material and other
related costs mainly in connection with the research and
development of solid waste treatment applications.

The Group's research and development expenses decreased
by 2.7% from RMB21.9 million for the year ended 31
December 2020 to RMB21.3 million for the year ended 31
December 2021, which was relatively steady.

0020210120310 000000000
0000000012200 002020000
O01n3ado0o0Mmoonooon

0020210120310 000000000
oooOoDoOoo0oO0ODODO0OO0O0O00o0oOoo.3
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Impairment losses and writeoff of trade receivables and
other receivables and contract assets, net of reversal

The Group’s write-off and impairment losses decreased from
RMB15.4 million for the year ended 31 December 2020 to
RMB8.7 million for the year ended 31 December 2021. This
decrease is mainly attributable to the provision for account
receivable due to the impact of novel coronavirus outbreak in
2020.

Finance costs

The Group’s finance costs increased by 8.3% from RMB2.4
million for the year ended 31 December 2020 to RMB2.6
million for the year ended 31 December 2021, primarily
attributable to the increase of borrowings.

Income Tax Expense

Income tax expense consists of current tax and deferred tax
for PRC enterprise income tax.

The Company operated business principally through its PRC
subsidiaries which were subject to the PRC enterprise income
tax at a statutory rate of 25% on its estimated assessable
profits for the year ended 31 December 2021 (2020: 25%).
Guangzhou Weigang was recognised as a “High and New
Technology Enterprise” in 2019 again and was entitled to a
preferential PRC income tax rate of 15% for each of 2019,
2020 and 2021 and such recognition can be applied for
renewal every three years. Xinjiang Tiansheng and Karamay
Shuangxin Company Limited were entitled to a tax concession
of Western Development at a preferential corporate income
tax rate of 15% in 2021.

The applicable tax rate of other PRC subsidiaries of the
Company was 25% during the year ended 31 December 2021
(2020: 25%).

Loss for the Year

For the year 31 December 2021, the Group recorded net loss
amounted to RMB8.8 million, and the net loss margin of the
Group was 1.6%, compared with the net loss amounted to
RMB7.4 million and the net loss margin of 1.4% for the year
ended 31 December 2020. Loss for the year was mainly due
to the impairment of the pyrolysis solid waste treatment project
in Sichuan was accrued in 2021.
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Trade and note receivables

The decrease in trade and note receivables from RMB235.0
million as at 31 December 2020 to RMB204.8 million as at 31
December 2021 was primarily due to the improvement in the
receivable collection process of the Group.

The average trade receivables turnover days increased
from 99.4 days in 2020 to 109.0 days in 2021 as the Group
consolidated Xinjiang Tiansheng engaged in the oilfield
auxiliary services, which has longer turnover days for the
receivables, a common practice to deal with the oil production
entity.

Trade payables

The increase in trade payables from RMB152.0 million as at
31 December 2020 to RMB171.8 million as at 31 December
2021 was primarily due to an increase in the procurement of
equipment and materials, as well as sub-contracting services
which was generally in line with the expanded business.

The average trade payables turnover days increased from
109.2 days in 2020 to 121.9 days in 2021 as the Group
intended to better manage liquidity and cash flow.

Contract assets

The decrease in contract assets from RMB278.7 million as at
31 December 2020 to RMB249.1 million as at 31 December
2021 was primarily due to a decrease in our total number of
ongoing hazardous waste incineration projects.

Contract liabilities

The decrease in contract liabilities from RMB105.1 million as
at 31 December 2020 to RMB13.9 million as at 31 December
2021 was primarily due to a decrease in advance from
customers of ongoing hazardous waste incineration projects.
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Borrowings

As at 31 December 2021, the Group had borrowings of
RMB53.7 million provided by several financial institutions
in China, which were secured by the Group’s assets and
the personal guarantee provided by the Group’s controlling
shareholder, Mr. Cai Zhuhua, and his spouse, Ms. Huang Ying
(2020: RMB55.7 million).

Capital Expenditure

For the year ended 31 December 2021, the Group's material
capital expenditure amounted to approximately RMB51.4
million (2020: RMB16.6 million), mainly used for (1) the
purchase of properties and equipment for oil sludge treatment
project; (2) the purchase of facility for solid waste treatment
projects owned by the Group.

Capital Commitment

As at 31 December 2021, the Group had capital commitment
amounted to RMB6.1 million (2020: RMB19.5 million) which
consisted mainly of payments to be made for (1) the Cement
Plant Co-treatment project in Guangdong; (2) the pyrolysis
solid waste treatment project in Sichuan and Shandong.

Pledge of Assets

As at 31 December 2021, the Group had pledged deposits of
RMB13.2 million (2020: RMB43.4 million) mainly for (1) deposit
for bank acceptance which the Groups issued to its suppliers;
and (2) deposit for bank guarantee given to several customers
for performance obligation fulfilment.

Contingent Liabilities

As at 31 December 2021, the Group had no material
contingent liabilities.
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Gearing Ratio

As at 31 December 2021, the current assets of the Group
were approximately RMB618.2 million, total assets were
approximately RMB864.0 million, current liabilities were
approximately RMB290.5 million and total liabilities were
approximately RMB293.5 million. The gearing ratio (total
liabilities/total assets) of the Group was approximately 34.0%
(2020: 36.6%).

PROSPECTS

In recent years, the PRC government has over time introduced
a series of policies that have far-reaching impact on the
development of the environmental protection industry,
and promoted the sustained and rapid development of
environmental protection. The realisation of “Beautiful China
initiative” and “Ecological Civilization” has been written
into the PRC Constitution, highlighting the importance of
ecological civilization construction in the overall layout of the
country, and the construction of ecological civilization has
risen to the level of national will. With a strong support from
national policies, the demand for solid waste treatment will
continue to grow. The Group will seize these development
opportunities by virtue of its own strength and a leading solid
waste treatment solutions provider in China.

So far, the prevention and control measures of the new
coronavirus pandemic (“COVID-19 pandemic”) adopted by
various countries are still under huge pressures due to the
global spread of COVID-19 pandemic, having an significant
impact on the global economy. In addition, intensifying
geopolitical conflict against the backdrop of COVID-19
pandemic has also painted a grim outlook of global economy
with uncertainties.

At present, the COVID-19 pandemic appears to be effectively
controlled in China. While there have been several sporadic
outbreak of COVID-19 in different regions of China during
the year, however, the resumption of work and production
continued to be effectively promoted, domestic economic
activities has generally returned to normal since the reopening
of businesses at steady and gradual pace. The latest series
of economic data also show that the Chinese economy
has been resilient against the COVID-19 pandemic. As the
pressures and challenges still weigh on the external economic
landscape and the pandemic-control, China is expected to
focus on pursuing economic progress while ensuring overall
stability. Upon the balance between normalizing COVID-19
prevention efforts and promoting economic and social
development, China’ economy will be propelled to a phase of
high-quality growth.
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Taking into account the challenge for epidemic prevention, the
Group has set up a epidemic prevention regime comprising
the head office and the project companies, with specific
duties, tasks and guidelines for epidemic prevention allocated
to ensure that there would be no blind spots in epidemic
prevention. The impact of the epidemic of coronavirus on the
operation status of the Group has been controllable as a result
of the adoption of the plans mentioned above.

The Group will continue to capture the opportunities brought
by the policies for the development of the environmental
protection industry, and actively seize more business
opportunities from solid waste treatment by commercialising
its advanced solid waste treatment technologies to market
with the resources from strategic shareholders, the capital
market network, and its strong R&D capabilities. The Group
will still continue to focus on the technology innovation to
further expand the Group’s business scope, maintain the
Group’s leading position in the market, maximize shareholder
returns. Looking forward, the Group will carry out the following
tasks with its existing advantages:

Continue to strengthening the market position and
expand the market share on hazardous waste incineration

The Group will focus on: (1) further improving techniques
on hazardous waste incineration treatments; (2) continue
to cultivate customer relationships as well as explore
new customers in both China and oversea markets; (3)
facilitate more frequent communications and provide more
comprehensive value-add services with industry participants;
and (4) further investment on other area of hazardous waste
treatment, including applying the facilities of oil sludge
thermal desorption technology, upgrading cement production
facilities to implement hazardous waste cooperative disposal
system and etc.

Grasp more business opportunities on solid waste
treatment through industrialization of pyrolysis
technology

The Group will explore the demand of market by developing
and commercializing solutions for a number of new solid
waste treatment applications such as with respect to waste
new energy batteries and waste paper residues.
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Further enhance our competitiveness and risk
management with the adoption of more project models

The Group will continue to seek opportunities to participate
in solid waste treatment projects by exploring different
project models, such as the first operation and maintenance
services project, an oil sludge treatment facility designed
and commissioned in Karamay. In future, the Group may also
consider investing in and/or operating its own solid waste
treatment projects as primary or joint project owner in other
new area of solid waste treatment industry.

Utilize capital market platform to realize enterprise value
appreciation

While developing business and expanding the markets, the
Group will leverage its strong capital strength to enter the
fields of solid waste treatment through various approaches,
such as technology cooperation, investment, mergers and
acquisitions, so as to build an integrated environmental
industry group.

EMPLOYEE AND REMUNERATION POLICIES

A remuneration committee is responsible for reviewing the Group’s
emolument policy and structure for all remuneration of the Directors
and senior management of the Group, having regard to the Group’s
operating results, individual performance of the Directors and senior
management and comparable market practices.

As at 31 December 2021, the Group employed 359 employees
(2020: 332 employees), among which more than 250 were
personnel conducting R&D, project management and execution for
our business.

Remuneration of Directors is determined based on their roles and
duties and with reference to the market conditions, the Company’s
remuneration policy and the prevailing market conditions, subject to
the approval by the shareholders in the general meeting.
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USE OF PROCEEDS

The Company was listed on the Stock Exchange on 3 January 2019.
The net proceeds raised from the global offering were approximately
HK$259.4 million (approximately equivalent to RMB227.2 million).
During the year ended 31 December 2021, there was no change
in the intended use of net proceeds as previously disclosed in the
prospectus of the Company dated 19 December 2018.

Net proceeds Utilisation up to

gooogono

oo0o0z201901030000000000O0O0
0000000 0000259400000000
00022720 00000 0202101203100 0
00000020180 1201900 00000000
goooooooOO0ooooboOooooao

from the global 31 December Unutilised Expected timeline of the unutilised
Unit: RMB million offering 2021 amount amount
0 020210
oooo 120310 oooOoo
ooooooooo oooooao ooooo 00000 DoooOoo
Utilisation of the pyrolysis technology for the 90.9 90.9 — N/A
treatment of various types of solid waste
00000000 O0OoOOOODODODO ooo
Establishment of a research and engineering 454 S 45.4 The unutilised amount is expected to
centre be fully utilised by the second half
of 2023
ooooooDOOooOooo 0000000020230 00000
ooooo
Commercialisation of oil sludge thermal 341 23.9 10.2 The unutilised amount is expected to
desorption technology be fully utilised by the second half
of 2023
goooooooooooOoo 0000000020230 00000
ooooo
Invest in and operate the business of cement 341 34.1 — N/A
plant parallel kiln co-treatment solutions
00000000000 OCOCOOODOOO ooo
oooo
Working capital and general corporate use 22.7 22.7 — N/A
0000o0oOoO0oooOOoo ooo
Total 227.2 1716 55.6

oo
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OTHER INFORMATION
Adoption of Dividend Policy

The Board has approved and adopted a dividend policy on 26
March 2019 (“Dividend Policy”) that aims to set out the principles
and guidelines of the Company in relation to the declaration,
recommendation and payment of dividends to its shareholders.

Under the Dividend Policy, the Company does not have any
predetermined dividend payout ratio. Distribution of dividends
should be in the interests of the Company and its shareholders as a
whole. When considering dividend declaration recommendation, the
Board shall take into account of the following factors:

(i) business condition and strategy of the Group;

(i) capital requirement for the Group’s existing/potential project
or investment;

(iii)  earnings, financial and cash flow position and distributable
reserves of the Company and the Group; and

(iv)  other factors that the Board deem relevant.

The declaration and payment of dividends is subject to the
provisions of the Articles of the Company, the Companies Law
of the Cayman lIslands and any other applicable laws, rules and
regulations.

The Board has the sole discretion to recommend or not to
recommend final dividends to the shareholders for approval; and
to declare or not to declare any other dividends, including but
not limited to interim and/or special dividends, after taking into
consideration the factors as stated in the Dividend Policy.

The Dividend Policy may be updated, amended and modified from
time to time as the Board may think fit and necessary.
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DIRECTORS AND SENIOR MANAGEMENT

Jogtdbboddgd

DIRECTORS

Name
oad

Mr. CAl Zhuhua
Oooooao

Mr. DONG Honghui
oooon

Mr. DENG Zhaoshan
ooooao

Mr. GU Chunbin
ooooo

Mr. YANG Zhifeng
ooooao

Mr. FENG Tao
gooao

Mr. JIANG Guoliang
ooooo

Age
oo

58
580

51
510

55
550

32
320

58
580

47
470

46
460

Date of appointment
ooooao

18 May 2017
20170 50 180

27 April 2018
20180 40 270

27 April 2018
20180 40 270

11 March 2021
20210 30110

3 January 2019
20190 10 30

3 January 2019
20190 10 30

3 January 2019
20190 10 30

Position
oo

Executive Director
ooago

Executive Director
oooo

Executive Director
gooao

Executive Director
goooo

Independent non-executive Director
ooooooo

Independent non-executive Director
oooobooo

Independent non-executive Director
ooooooo
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Mr. CAIl Zhuhua, aged 58, is an executive Director and the
chairman of our Board since 27 April 2018. Mr. CAl is responsible
for the management of the Board and the overall management,
strategic planning and business development of our Group. Mr.
CAl is the spouse of Ms. HUANG, who is a member of our senior
management. Mr. CAl is also the chairman of the nomination
committee of the Board.

Mr. CAl has over 23 years’ experience in providing solid waste
treatment solutions and in particular for hazardous waste
incineration.

Mr. CAl was awarded a bachelor’'s degree in welding engineering by
South China University of Technology* (O O 0O O O O) (then known
as South China Engineering College* 00O OO O O)) in the PRC
in July 1984. Mr. CAIl was certified as an engineer by Guangzhou
Science and Technology Committeex(C O 00O OO0 O0OO) in
March 1993.

Mr. DONG Honghui, aged 51, is an executive Director since 27
April 2018. Mr. DONG is responsible for the daily operation of our
Group.

Mr. DONG has over 16 years’ experience in providing solid waste
treatment solutions. Mr. DONG joined the Group in 2009 and has
been the general manager of Guangzhou Weigang Environmental
Protection Technology Limited* (0 O 0O 0 0000 OOOO)
(“Guangzhou Weigang”), a wholly-owned subsidiary of the Company.
In addition, he is also a director of a certain subsidiaries of the Group.

Mr. DONG obtained a bachelor's degree in material science and
engineering from Northwestern Polytechnical University* (O O O 0O
0 O) in China in July 1993. Mr. DONG was certified as a mechanical
engineer by Guangzhou Personnel Bureau* (O O OO0 O) in January
2003.

Mr. DENG Zhaoshan, aged 55, is an executive Director since 27
April 2018. Mr. DENG is responsible for the project management,
technical supervision and research and development for our
Group's business.
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Mr. DENG has over 15 years’ experience in providing solid waste
treatment solutions. He joined our Group in 2009 and has been
the chief engineer and a deputy general manager of Guangzhou
Weigang. In addition, he is also a director of a certain subsidiaries
of the Group.

Mr. DENG received a bachelor's degree in Cementitious Material
Science from South China University of Technology* 00O O OO
O 00 in China in July 1988. Mr. DENG was certified as a cement
production process engineer by Guangdong International Trust &
Investment Co., Ltd 0 0 00 0 O O O 0O O O Oin November 1995.

Mr. GU Chunbin, aged 32, has been appointed as an executive
Director on 11 March 2021 and was designated as the sole
company secretary of our Group on 14 January 2022. Mr. GU
is responsible for corporate governance, corporate investment,
corporate finance, and investor relations of the Group.

Mr. GU is experienced in investment, finance, corporate finance
and business management. He joined our Group in December
2016 as a consultant to provide advice on financial matters and
strategic development of our Group. In addition, he is also the head
of corporate investment and financing and served as one of the joint
company secretaries of the Company from May 2018 to January
2022.

Mr. GU received a bachelor's degree in logistics management from
Shanghai Institute of Foreign Trade* (O O O O OO 0O O) in China
in July 2012 and concurrently, a bachelor's degree in business
(logistics and supply chain management) from the Royal Melbourne
Institute of Technology in Australia in June 2012. He also obtained a
master’s degree in media management from the Hong Kong Baptist
University in Hong Kong in November 2013.

Mr. YANG Zhifeng, aged 58, has been appointed as an
independent non-executive Director and a member of the audit
committee of the Board on 3 January 2019.

Mr. YANG has over 23 years of experience in research and
education in the environmental science field. Since October
1995, Mr. YANG has been working as a professor at the School of
Environment of Beijing Normal University* (0 O O O 0O O). Mr. YANG
served as the head of the Institute of Environmental Science* (O
0000O0D0) of Beijing Normal University* (0 O O 0O O0O) from
November 1999 to September 2003. From October 2003 to January
2016, Mr. YANG served as the dean of School of Environment of
Beijing Normal University* (O O OO0 O0O).
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Mr. YANG obtained the degree of doctor in philosophy in engineering
from Tsinghua University (O O 0O 0O) in China in December 1989.
Mr. YANG has been a fellow member of the Chinese Academy of
Engineering* (O O O O O ) since November 2015.

Mr. FENG Tao, aged 47, has been appointed as an independent
non-executive Director and the chairman of the audit committee
and the remuneration committee and a member of the nomination
committee of the Board on 3 January 2019.

Mr. FENG has over 18 years’ experience in providing financial
management services to listed companies. Mr. FENG served as
the chief financial officer, from September 2013 to November 2017,
and an executive director, from December 2013 to October 2017, of
Peace Map Holding Limitedd 0 0 0 0O 0O 0O O 0O OO, the shares of
which are listed on the Stock Exchange (stock code: 402).

Mr. FENG obtained his bachelor’'s degree in accounting from Central
University of Finance and Economics (O O O O O O) in China
in June 1997 and a master’s degree in business administration
from Peking University (O O O O) in China in January 2010. Mr.
FENG obtained a professional technology qualification in business
administration and economics (intermediate level)* (OO O O 0O O (O
0)0 00 0O00) from the Ministry of Human Resources and Social
Security of the PRC* (00D ODOODOOODOOOOOOOO) in
November 2004.
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Mr. JIANG Guoliang, aged 46, has been appointed as an
independent non-executive Director and a member of the audit
committee, the remuneration committee and the nomination
committee of the Board on 3 January 2019.

Mr. JIANG has served as a partner of T&C (Zhejiang) Law Firm* (O
OJO000O0000)since October 2012. Prior to that, Mr. JIANG was
a vice president of BOCGI Zheshang Capital Co. Ltd.* (0 O O O O
JOooopoOogoooog) from August 2010 to September 2012,
a partner of the Hangzhou branch of King & Wood Mallesons (O O
gooobOoooogod) from August 2008 to July 2010 and an
associate of T&C (Zhejiang) Law Firm* (0 O 0 OO0 0O O O O) from
April 1999 to July 2008.

Mr. JIANG has been an independent non-executive director of OKG
Technology Holdings Limited (00000 OO0O00O0O) (Formerly
known as Leap Holdings Group Limited) since 31 August 2018,
the shares of which are listed on the Stock Exchange (stock code:
1499). Mr. Jiang served as an independent director of Zhejiang
Communications Technology Co., Ltd* (D00 OO O OOOOO
), the shares of which are listed on the Shanghai Stock Exchange
(stock code: 002061), from December 2013 to April 2021.

Mr. JIANG obtained his bachelor’s degree in laws from Peking
University™ 00 O O O Oin the PRC in July 1997, and is a practising
PRC lawyer.
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SENIOR MANAGEMENT O0OOO 0O

Date of joining the

Name Age Group Position

oo oo oooooood 00

Ms. HUANG Ying 54 15 July 2009 Deputy general manager
oooo 540 20090 70 150 oooo

Mr. CUI Jinhong 48 1 February 2017 Vice President
gooog 480 20170 2010 ooo

Mr. ZHENG Ziyuan 37 2 March 2018 Chief financial officer
ooooo 370 20180 30 200 ooooao

Ms. HUANG Ying, aged 54, joined our Group in July 2009 as a goooobsk4000200907000000DO0O0T
deputy general manager of Guangzhou Weigang and is mainly goobDOopoOOCcO0oOoOoooooOoOooood

Responsibility
oo

Overseeing the daily operations of
our Group
gooooobooo

Overseeing the daily operations of
our Group
ooooooooao

Overseeing the financial and
accounting affairs of our Group
OooOooooOoooooo

responsible for overseeing our daily operations. She is a director of gooooooooooao

Guangzhou Weigang.

Ms. HUANG received a college diploma in architectural studies goooi1990060 00 0ooOoOoOoODOOOnO
from the Guangdong Architectural Engineering Technical College* 00000000000 o199801100 000
(0D O0Do0DDoODOoOoODOoO0oO0o0O00)in June 1990, and was awarded an OO0o0D00O0D0O00O0O0ODOoODOOoDOoOoOoOoOooaon

architectural design engineer qualification by the Guangzhou First oooDooooano

Evaluation Committee of Architectural Engineering Technology
Engineer* (0 0000000 O0OO0O0O0OOOOODOOO)in November
1998.

Ms. HUANG is the spouse of Mr. CAl, who is an executive Director jooD00ob0oO0oO0oOooooooooooOoo

and a Controlling Shareholder.
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Mr. CUI Jinhong, aged 48, joined our Group in February 2017 as a Oo00o00OOo4800020170200 0000
deputy general manager of Guangzhou Weigang. Mr. CUI currently 0ooo0oooooopoDoooooooaag
serves as general manager of Debo and Vice President of the Group 0oooDpDooooOoooOoOoOoooooOOn
and is mainly responsible for overseeing the daily operations of our oo

Group.

Mr. CUI has over 20 years of experience in the environmental ooooooooooozocO00
protection industry.

Mr. CUI obtained a bachelor's degree in chemical machinery and go0DQOoles0700000oooooonoo
equipment from the South China University of Technology* (0 O O O OooOoDoODOOoOobooboozo0801000
0 0) in the PRC in July 1995 and a master's degree in environmental 0ooooooooooooooooooo
engineering from the Harbin Institute of Technology* (0 0 OO0 O O) gz00201200 000 00000O0O0O0OO
in the PRC in January 2008. Mr. CUI was certified as an Environmental gooooooooao

Protection Technology Engineer* (0 O 0 O 0O O O O O) by Shenzhen

Job Title Management Office* (0 00O OO0 O OO) in December

2002.

Mr. ZHENG Ziyuan, aged 37, joined our Group in March 2018 as 0oonooo37ron0onoz201803c000nonanq
the financial controller. Mr. ZHENG currently served as the Chief goodooooooOoooooDoooooo
Financial Officer and is mainly responsible for overseeing the gooooDooOoopoooooo

financial and accounting affairs of our Group.

Mr. ZHENG has over 10 years of experience in corporate finance 0o0oo0ooU0ooopoDOoDpDoooOoooo
and accounting, investment management and risk management. oooopooi1o0000O

Mr. ZHENG obtained his bachelor’'s degree in finance from oopopOozo08060 00000 O0D0OODOO
Shenzhen University* (0 O O O) in the PRC in June 2008. He was gooooobbDz0120200000000
qualified as a Certified Public Accountant* (O O O O O) in the PRC oooo

in February 2012.
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The Board is pleased to present the corporate governance report for
the annual report of the Company for the year ended 31 December
2021.

CORPORATE GOVERNANCE PRACTICES

Preserving the high levels of corporate governance and business
ethics is one of the Group’s major objectives. The Group believes
that conducting business in an ethical and reliable manner will
maximize its long term interests and those of the shareholders.

The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of shareholders and to
enhance corporate value and accountability. The Company has
adopted the CG Code as set out in Appendix 14 to the Listing Rules.
In the opinion of the Directors the Company has fully complied with
the CG Code during the Period except from the deviation from the
Code Provision C.2.1 of the CG Code. The Company will continue to
review the current corporate governance structure from time to time
and shall make necessary changes when appropriate and report to
Shareholders accordingly.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as its code of conduct regarding dealings in
the securities of the Company. Having made specific enquiry of all
the Directors of the Company, all the Directors confirmed that they
have strictly complied with the required standards set out in the
Model Code during the period.

The Board has also adopted the Model Code to regulate all
dealings by relevant employees who are likely to be in possession
of unpublished inside information of the Company in respect of
securities in the Company as referred to in code provision C.1.3 of
the CG Code. No incident of non-compliance with the Model Code
by the Company’s relevant employees has been noted during the
Reporting Period after making reasonable enquiry.
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THE BOARD oo

Responsibilities oo

The Board is responsible for the overall leadership of the Group, oo0o0oU0oooooooooooooooo
oversees the Group’s strategic decisions and monitors business 0o0oooDooooooooooooooo
and performance. The Board has delegated the authority and 00ooooooooooDooooocooo
responsibility for day-to-day management and operation of the 0oo0ooooDoDooooDOoDoDOooOoOOoOoon
Group to the senior management of the Group. To oversee particular goooooOoOooDoDoOoOoODOoOOoOOoooOoan
aspects of the Company'’s affairs, the Board has established three 00oooooooooooOooooooo
Board Committees including the audit committee, the remuneration ooooooooooooo

committee and the nomination committee. The Board has delegated
to the Board Committees responsibilities as set out in their
respective terms of reference.

All Directors shall ensure that they carry out duties in good faith, goooobOOdoDOoOoOoOobDoobDoooo
in compliance with applicable laws and regulations, and in the o0oooooooooopDooooOooao
interests of the Company and its shareholders at all times. oooo

The Board is responsible for leadership and control of the Company oo0oooopooooooOoooooooog
and oversees the Group’s businesses, strategic decisions and 00oooDoDoDOoO0oDoDDoDOoOoOoOOoO0ooOO
performance, and is collectively responsible for promoting the 0ooooDopooooOooooaog

success of the Company by directing and supervising its affairs.

The Board directly, and indirectly through its committees, leads and gooDooDoooDDoDoOOoOoOOOoOOoOooOooo
provides direction to management by laying down strategies and goooDoOoOoOooOoooUoooDOoDbDOooo
overseeing their implementation, monitors the Group’s operational gooDoooDOoooODDODDOOoOOoOoooooao
and financial performance, and ensures that sound internal control goooooboooooao

and risk management systems are in place.
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Composition of the board
The Board currently comprises seven Directors, including four

executive Directors and three independent non-executive Directors.
Members of the Board are listed below:

Members of the board

ooooao

Executive Directors

oooao

Mr. CAl Zhuhua
ooood

Mr. DONG Honghui

ooooao

Mr. DENG Zhaoshan

ooooao

Mr. GU Chunbin
ooooao

Independent Non-executive Directors

ooooooo

Mr. YANG Zhifeng

ooooano

Mr. FENG Tao
oooao

Mr. JIANG Guoliang

ooooao

oooooao

Position
oad

Chairman of the Board, Executive Director and
Chief Executive Officer
OooO0oooooooooa

Executive Director
gooaog

Executive Director
gooo

Executive Director and Company Secretary
ooooooooao

Independent Non-executive Director
ooooooo

Independent Non-executive Director
ooooooo

Independent Non-executive Director
ooooooo

ooopobOoOoOoOOOoOODbDODOOODOOOO0OO
oo0oo00oO0O0oO000oDODO0oO0OOoO0O0oO0oooOoog

Date of appointment

oooo

18 May 2017
20170 50 180

27 April 2018

20180 40 270

27 April 2018
20180 40 270

11 March 2021
20210 30110

3 January 2019
2019010 30

3 January 2019
2019010 30

3 January 2019
2019010 30

2021 ANNUAL REPORT £ %

33



34

CORPORATE GOVERNANCE REPORT
Jogooobd

All Directors, including non-executive Directors and independent
non-executive Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board
for its efficient and effective functioning. All Directors have carried
out duties in good faith and in compliance with applicable laws and
regulations, and have acted in the interests of the Company and the
Shareholders at all times.

The Board currently has no female Director in the Board but we will
continue to strive to enhance female representation and achieve
an appropriate balance of gender diversity with reference to
shareholders’ expectation and international and local recommended
best practices. The Nomination Committee will use its best
endeavors and on suitable basis, identify and recommend female
candidates to our Board for its consideration on appointment of
a Director as and when appropriate with the goal to maintain at
least one female Director in our Board, subject to the Directors (i)
being satisfied with the competence and experience of the relevant
candidate based on reasonable criteria; and (ii) fulfilling their
fiduciary duties to act in the best interests of the Company and its
Shareholders as a whole when considering the appointment.

An updated list of Directors identifying their roles and functions
has been published on the websites of the Company and the Stock
Exchange.

Biography of each Director is set out in the section headed
“Directors and Senior Management”.

Save as disclosed herein, there is no relationship (including
financial, business, family or other material/relevant relationship(s))
between the Directors.

Chairman and Chief Executive Officer

Under code provision C.2.1 of the CG Code provides that the roles
of chairman and chief executive should be separate and should not
be performed by the same individual. Mr. Cai Zhuhua serves as
chairman as well as chief executive officer of the Company and this
dual role leadership has been in practice by the Company since
2009. Such deviation is deemed appropriate as it is considered
to be more efficient to have one single person to be chairman of
the Company as well as to discharge the executive functions of
a chief executive thereby enabling more effective planning and
better execution of long-term strategies. The Board believes that
the balance of power and authority is adequately ensured by
the operations and governance of the Board which comprises
experienced and high calibre individuals. The Company will review
the current structure when and as it becomes appropriate.
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Independent Advices

The Directors and their committees shall have access to
independent professional advisers’ advices if considered
necessary. The Directors may also seek independent professional
advices on matters related to the Company to fulfill their
responsibilities at the Company’s expense after obtaining the
approval of the Board.

Independent Non-executive Directors

During the Period, the Company has three independent
non-executive Directors in compliance with the Rules 3.10(1)
and Rules 3.10(2) of the Listing Rules, with at least one of them
possessing appropriate professional qualifications or accounting or
related financial management expertise. The number of independent
non-executive Directors accounts for more than one-third of the
number of the Board members.

According to the Rule 3.13 of Listing Rules, the independent
non-executive Directors of the Company have made confirmations
to the Company regarding their independence during the Period.
Based on the confirmations of the independent non-executive
Directors, the Company considers each of them to be independent
during the Period.

Appointment and Re-election of Directors

Code Provision B.2.2 of the CG Code stipulates that every director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years whereas code
provision B.2.3 of the CG Code states that if an independent non-
executive director has served more than nine years, such director’s
further appointment should be subject to a separate resolution to be
approved by shareholders.

The procedures and process of appointment, re-election and
removal of Directors are laid down in the Memorandum and Articles
of Association.

Each of Mr. Cai Zhuhua, Mr. Dong Honghui and Mr. Deng Zhaoshan,
being executive Directors, have entered into a service contract with
the Company pursuant to which they agreed to act as executive
Directors for an initial term of three years with effect from the Listing
Date or until the third annual general meeting of the Company
since the Listing Date (whichever ends earlier), which will continue
therefore until terminated by not less than three months’ notice in
writing served by either party on the other. Mr. Gu Chunbin has
entered into a service contract with the Company pursuant to which
he agreed to act as executive Director for a term of three years
with effect from 11 March 2021, which will continue therefore until
terminated by not less than three months’ notice in writing served by
either party on the other. Either party has the right to give not less
than three months’ written notice to terminate the agreement.
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Each of the non-executive Directors has entered into an
appointment letter on 10 December 2018 with the Company with an
initial term for three years or until the third annual general meeting of
the Company since the Listing Date, whichever ends earlier, subject
to re-election as and when required under the Memorandum and
Articles of Association unless terminated in accordance with the
terms and conditions of the appointment letter or by either party
giving to the other not less than one month’s prior notice in writing.

Each of the independent non-executive Directors has entered into
an appointment letter with the Company on 10 December 2018
with an initial term for three years or until the third annual general
meeting of the Company since the Listing Date, whichever ends
earlier, subject to re-election as and when required under the
Memorandum and Articles of Association unless terminated in
accordance with the terms and conditions of the appointment letter
or by either party giving to the other not less than one month’s prior
notice in writing.

In accordance with the Memorandum and Articles of Association,
all Directors are subject to retirement by rotation at least once every
three years and any new director appointed to fill a causal vacancy
shall submit himself/herself for re-election by shareholders at the
first general meeting after appointment. Any director appointed as
an addition to the existing Board shall hold office only until the next
following annual general meeting of the Company and shall then be
eligible for re-election.

Training and Continuous Professional Development

Pursuant to code provision C.1.4 of the CG Code, all Directors
should participate in continuous professional development to
develop and refresh their knowledge and skills to ensure that their
contribution to the Board remains informed and relevant.

Each newly appointed Director has been provided with necessary
induction and information to ensure that he has a proper
understanding of the Company’s operations and businesses as
well as his responsibilities under relevant statues, laws, rules and
regulations. As at 31 December 2021, each of Executive Directors
and Independent Non-Executive Directors has read the training
materials provided by the company secretary of the Company, as is
summarized below. The content of such training related to corporate
governance, regulatory updates, Companies Ordinance Guideline
and PRC'’s contract law guideline.
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Name of Director
oooao

Mr. Cai Zhuhua
ooooog

Mr. Dong Honghui
ooooao

Mr. Deng Zhaoshan
ooooo

Mr. Gu Chunbin*
ooooorx

Mr. Yang Zhifeng
ooo0ooOo

Mr. Feng Tao
oooo

Mr. Jiang Guoliang
ooooao

* Mr. GU Chunbin was appointed as an executive Director on 11 March
2021.

Note: The training records for those Directors who resigned during the year
are not included herein. Please refer to the section headed “Corporate
Information” for details of changes in Directors during the year and
up to the date of this Annual Report. Further details is set out in the
announcement of the Company dated 10 March 2021.

All the Directors have been updated with the latest developments
regarding the Listing Rules and other applicable regulatory
requirement to ensure compliance and enhance their awareness
of good corporate governance practices. In addition, continuing
briefing and professional development to Directors will be arranged
whenever necessary.

Directors’ Responsibility on Financial Statements

The Directors acknowledge their responsibilities for preparing the
financial statements of the Company for the financial year ended 31
December 2021.

The Directors are responsible for overseeing the preparation of
financial statements of the Company with a view to ensuring that
such financial statements give a true and fair view of the state
of affairs of the Group and relevant statutory and regulatory
requirements and applicable accounting standards are complied
with.

The Board has received from the senior management the
management accounts and such accompanying explanation and
information as are necessary to enable the Board to make an
informed assessment for approving the financial statements.

Training for the year
ended 31 December 2021
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Board Meetings and General Meeting

Up to the year ended 31 December 2021, six Board meetings and
one General Meeting were held for reviewing and approving the
financial statements for the year ended 31 December 2020 and
other matters. The attendance records of Board Meetings and
General Meeting for all Directors are set out in the table below. In
addition to Board meetings, the Chairman held one meeting with
independent non-executive directors annually without the presence
of executive directors.

Name of Directors
Ooooo

Executive Directors

gooao

Mr. CAl Zhuhua

gooooo

Mr. DONG Honghui

ooooao

Mr. DENG Zhaoshan

ooooo

M. GU Chunbin (appointed on 11 March 2021)
000000ozo21030110 00 00

Non-Executive Directors

ooooo

Mr. REN Jingfeng (resigned on 11 March 2021)
0000oLuo2z20210301100 00

Mr. YANG Zhiqiang (resigned on 11 March 2021)
0000 woz0210301100 00

Independent Non-Executive Directors
goooood

Mr. YANG Zhifeng

ooooad

Mr. FENG Tao

oooagd

Mr. JIANG Guoliang

ooooad

Notices for all regular Board meeting and the agenda and
accompanying Board paper will be given to all Directors at least 3
days before the meetings in order that they have sufficient time to
review the papers. Minutes of meetings are kept by the company
secretary with copies circulated to all Directors or Board Committee
members for information and records. Directors who have conflicts
of interest in a board resolution have abstained from voting for that
resolution.
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Meetings attended/
Number of board
meetings held in 2021
02021000
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1/1 6/6

1/1 6/6

1/1 6/6

1/1 4/4

N/A 2/2
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BOARD COMMITTEES
Audit Committee

The Audit Committee of the Company consists of three independent
non-executive Directors, namely Mr. FENG Tao, Mr. YANG Zhifeng
and Mr. JJANG Guoliang. Mr. FENG, who holds the appropriate
professional qualifications as required under Rule 3.10(2) and
Rule 3.21 of the Listing Rules, serves as the chairman of the Audit
Committee.

The primary duties of the Audit Committee include examining
independently the financial positions of the Company, overseeing
the Company’s financial reporting system, risk management and
internal control system, the audit process and proposals of internal
management, communicating independently with, monitoring and
verifying the work of internal audit and external auditors.

Up to the year ended 31 December 2021, two meetings were held
by the Audit Committee to review the annual/interim financial results
and report and major internal audit issues, re-appointment of
external auditors and relevant scope of works.

Name of committee member goooood
Mr. FENG Tao (chairman) ooooooo
Mr. YANG Zhifeng ooooo
Mr. JIANG Guoliang ooooo

The Audit Committee reviewed the financial reporting system,
compliance procedures, internal control (including the adequacy of
resources, staff qualifications and experience, training programmes
and budget of the Company’s accounting and financial reporting
function), risk management systems and processes and the
reappointment of the external auditor and fulfilled duties as required
aforesaid. The Board had not deviated from any recommendation
given by the Audit Committee on the selection, appointment,
resignation or dismissal of external auditor. They also reviewed final
results of the Company and its subsidiaries for the fiscal year as
well as the audit report prepared by the external auditor relating
to accounting issues and major findings in course of audit. There
are proper arrangements for employees, in confidence, to raise
concerns about possible improprieties in financial reporting, internal
control and other matters. The written terms of reference of the Audit
Committee are available on the websites of the Company and the
Stock Exchange.
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Remuneration Committee

The Remuneration Committee comprises three members, namely
Mr. FENG Tao (chairman), Mr. DONG Honghui and Mr. JIANG
Guoliang, the majority of them are independent non-executive
Directors. The primary duties of the Remuneration Committee are
to recommend the Board on the Group’s remuneration policy and
structure for the Directors and senior management remuneration
and on the establishment of a formal and transparent procedure
for developing remuneration policy, to review and approve the
management’s remuneration proposals with reference to the Board’s
corporate goals and objectives, and to make recommendations to
the Board on the remuneration packages of the executive Directors
and senior management.

Up to the year ended 31 December 2021, two meetings was held by
the Remuneration Committee for considering and recommending to
the Board the remuneration and other benefits paid by the Company
to the Directors and senior management and other related matters.
The table below sets forth the details of the attendance at the
meeting:

Name of committee member goooooag
Mr. FENG Tao (chairman) ooooooo
Mr. DONG Honghui ooogao
Mr. JIANG Guoliang ooooo

The Remuneration Committee discussed and reviewed the
remuneration policy for Directors and senior management of the
Company, made recommendations to the Board on the remuneration
packages of individual executive Directors and senior management
and fulfilled duties as required aforesaid.

Remuneration of senior management

The remuneration payable to the senior management of the

Company (who are not the Directors) is shown in the following table
by band:
Nil to HK$1,000,000 0 01,000,0000 O
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Nomination Committee

The Nomination Committee currently comprises three members,
namely Mr. CAl Zhuhua (chairman), Mr. FENG Tao and Mr. JIANG
Guoliang, the majority of them are independent non-executive
Directors.

The primary duties of the Nomination Committee are to review
the structure, size and composition of the Board at least annually
and make recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy, to make
recommendation to the Board regarding candidates to fill vacancies
on the Board and/or in the management, and to assess the
independence of the independent non-executive Directors.

The Nomination Committee will assess the candidate or incumbent
on criteria such as integrity, experience, skill and ability to commit
time and effort to carry out the duties and responsibilities. The
recommendations of the Nomination Committee will then be put to
the Board for decision.

Up to the year ended 31 December 2021, two meetings was held by
the Nomination Committee to make recommendation to the Board
in relation to the proposed appointment of Mr. Gu Chunbin as an
executive Director, review the structure, size and composition of
the Board, assess the independence of independent non-executive
Directors and make recommendation to the Board on the re-election
of the retiring Directors. The table below sets forth the details of the
attendance at the meeting:

Name of committee member goooood
Mr. CAl Zhuhua (chairman) oooowooo
Mr. FENG Tao oooo

Mr. JIANG Guoliang ooooo

The Nomination Committee assessed the independence of
independent non-executive Directors, considered the re-appointment
of the retiring Directors, reviewed the time commitment required from
the non-executive Director and fulfilled duties as required aforesaid.
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NOMINATION POLICY
Board Diversity Policy

The Board has adopted a board diversity policy (the “BD Policy”)
in accordance with the requirements of the Listing Rules with
effect from 26 March 2019 which sets out the approach to achieve
diversity on the Board. All Board appointments shall be based on
meritocracy, and candidates will be considered against selection
criteria, having regard for the benefits of diversity on the Board.
Selection of candidates will be based on range of diversity
perspectives, which would include but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The ultimate
decision will be based on merit and contribution that the selected
candidates will bring to the Board. The Nomination Committee
will monitor the implementation of the BD Policy and will from
time to time review the BD Policy, as appropriate, to ensure the
effectiveness of the BD Policy.

CORPORATE GOVERNANCE FUNCTION

The Board recognises that corporate governance should be the
collective responsibility of Directors which include:

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

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

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

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

. to review the Company’s compliance with the Listing Rules
and disclosure in the Corporate Governance Report.

JOINT COMPANY SECRETARIES

During the Period, the joint company secretaries of the Company
are Mr. GU Chunbin and Ms. SO Shuk Yi Betty. The primary contact
person at the Company is Mr. GU Chunbin, one of the joint company
secretaries of the Company.

good
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On 14 January 2022, Ms. SO Shuk Yi Betty resigned from the
position of joint company secretary of the Company. After the
resignation of Ms. So Shuk Yi Betty, Mr. GU Chunbin continues to
be the sole company secretary of the Company, with effect from 14
January 2022.

In compliance with Rule 3.29 of the Listing Rules, each of the joint
company secretaries has undertaken no less than 15 hours of
relevant professional training during the year ended 31 December
2021.

AUDITOR

Financial statements contained in this report have been audited by
Baker Tilly Hong Kong Limited. Service fees which shall be paid
by the Company to Baker Tilly Hong Kong Limited for the year
amounted to RMB1.6 million.

Service rendered

020220101400 000000000000
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Fees Payable

oooooao oooo
(RMB)

ooooo

Audit service goooo 1,600,000
Non-audit services goooao —
Total oo 1,600,000

The statement of the external auditor of the Company about its
reporting responsibilities for the Consolidated Financial Statements
is set out in the Auditor’s Report on pages 98 to 109.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining an adequate risk
management and internal control systems to safeguard
Shareholders’ investments and Company’s assets and with the
support of the Audit Committee, reviewing the effectiveness of
such systems on an annual basis. Such systems are designed to
manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Group utilises an integrated risk management system to
minimise and protect against a range of strategic, business,
financial and legal risks. Through our risk management system,
we seek to manage and reduce risks, encourage effective and
reliable communication, maintain legal compliance and improve the
efficiency of our business and management.
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Our risk management system is implemented on three levels. Its
implementation starts with the manager of each department who
is responsible for organising the daily work in accordance with the
relevant policies. The second level involves the active role of the
internal audit department which centralises our risk management
policies and supervises the individual departments through periodic
audits. The Group has also engaged external consultants to perform
a review of the internal control and risk management systems of the
Group. Finally, the highest level involves decision-making by the
board of directors regarding certain risk management decisions.
The relevant personnel at these three levels are in frequent
communication in order to ensure accurate information is shared
between all parties.

In order to formulate and implement effective policies, our risk
management system emphasises continuous information gathering.
Our risk management system collects data on a variety of business,
financial and legal risks such as market demand, technological
trends and innovations, data comparisons with our competitors, our
financial performance and results of operation, costs of services,
changes in intellectual property law, company laws and possible
legal disputes.

The information gathered is used for risk assessment. Our risk
assessment procedures take into account our Company’'s overall
risk philosophy and seek to accurately evaluate how a potential risk
may affect our objective in the strategic, business, compliance and
financial reporting areas. We seek to identify both internal risks,
such as employee ethics, our financial condition or product quality,
as well as external risks, such as economic and legal developments,
technology advances and environmental factors. Identified risks are
assessed on the basis of likelihood of occurrence and the degree of
influence it may have on our business. Risks with a high probability
of occurring are more closely examined in order to ensure accurate
results. We then determine what countermeasures should be
implemented in order to avoid, absorb or reduce such risks and any
negative consequences.

The Company is required to disclose inside information as soon as
practicable in accordance with the SFO and the Listing Rules. It
ensures, through its internal reporting processes, the appropriate
handling and dissemination of inside information. Reasonable
measures have been taken by the Group from time to time to ensure
that proper safeguards exist to prevent a breach of a disclosure
requirement in relation to the Group, which include:

. The access of inside information is restricted to a limited
number of employees (mainly senior management and
Directors) on a need-to-know basis. Employees who are in
possession of inside information are fully conversant with their
obligations to preserve confidentiality.
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. The company has adopted the Model Code as its model code
for securities transactions by the directors and guidelines on
insider dealing on terms no less exacting than those set out in
the Model Code for the relevant employees who are or may be
in possession of inside information.

. The Group has formulated an inside information policy and
regularly reminds its Directors and employees to comply with
all inside information policies.

During the year, a review of the effectiveness of the group’s risk
management and internal control systems and procedures was
conducted by the Audit Committee and subsequently reported to
the Board. The Board is not aware of any significant internal control
and risk management weaknesses nor significant breach of limits or
risk management policies, and considers that the current monitoring
systems of the Company are effective and that the qualifications
and experience of the staff, performing accounting, internal audit,
financial reporting functions, ESG performance and reporting, the
training programmes of the Company as well as the experiences
and resources for setting the budget of the Company are adequate.
The Company has complied with the requirements under D.2.1,
D.2.2 and D.2.3 of the CG Code relating to risk management and
internal control.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, a separate
resolution will be proposed for each issue at shareholder meetings,
including the election of individual directors. All resolutions put
forward at shareholder meetings will be voted by poll pursuant to
the Listing Rules and poll results will be posted on the websites of
the Company and the Stock Exchange in a timely manner after each
shareholder meeting.

Procedures for shareholders to convene an extraordinary
general meeting

According to Article 64 of the Articles of Association, general
meetings can be convened on the written requisition of any two or
more shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company which
carries the right of voting at general meetings of the Company
deposited at the principal office of the Company in Hong Kong. If
the Board does not within 21 days from the date of deposit of the
requisition proceed duly to convene the meeting to be held within
a further 21 days, the requisitionist(s) themselves or any of them
representing more than one-half of the total voting rights of all of
them, may convene the general meeting in the same manner, as
nearly as possible, as that in which meetings may be convened
by the Board provided that any meeting so convened shall not be
held after the expiration of three months from the date of deposit
of the requisition, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to them by the Company.
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The general meetings of the Company provide a forum and an
important channel for communication between the Board and the
Shareholders. The chairman of the Board as well as chairman of the
Nomination Committee, the Remuneration Committee and the Audit
Committee or, in their absence, other members of the respective
committees and, where applicable, are available normally at the
annual general meetings and other relevant shareholder meetings
to answer questions. Shareholders are also encouraged to attend
general meetings held by the Company and are invited to express
their views and raise questions thereat.

As part of its regular review, the Board has reviewed these

communication channels for the year ended 31 December 2021 and
is of the view that this is effective and adequately implemented.

CHANGE IN CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2021, there has been no
change in the Memorandum and Articles of Association.
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ABOUT THIS REPORT

Weigang Environmental Technology Holding Group Limited (“WG”)
(Stock Code: 1845) and its subsidiaries (hereinafter referred to as
“the Group” or “We”) are pleased to present the Environmental,
Social and Governance (“ESG”) Report (the “Report”) for the year
ended 31 December 2021, entailing a detailed description of our
sustainability and corporate social responsibility performances
throughout the year. The Group would also like to take this
opportunity to thanks all stakeholders who have contributed to this
sustainability journey with us and present the ESG performance to
all our stakeholders.

The Report is prepared both in English and Chinese. In case of
inconsistency, the English version shall prevail. Electronic version
of this ESG Report is available for downloading on the website
of HKEx at www.hkexnews.hk, or on our company website at
www.gzweigang.com. If you have any enquiries or suggestions
regarding the ESG Report, please feel free to contact us at
ir@gzweigang.com.

Reporting Principles

The Report has been prepared according to the “Environmental,
Social and Governance Reporting Guide” as set out in Appendix 27
of the Listing Rules on the Stock Exchange. The Report is based on
the four reporting principles of materiality, quantitative, balance and
consistency. To serve the best interest of our readers, we conducted
a materiality assessment and selected the key ESG issues
concerning with our business, which will be covered in the later
part. We adopt consistent approach in computing environmental key
performance indicators, making reference from the ESG Reporting
Guide and the standards of Greenhouse Gas Protocol, which makes
our ESG performance measurable, in terms of carbon emission,
resource usage, waste generation and so on. We also presented the
social KPIs which were related to the performance of employment,
supply chain management, labour standards, training activities,
community investment, etc. In general, the Report aims at providing
the stakeholders with a comprehensive and objective view of our
ESG management efficacy, and as such, the Group is committed to
revealing the statistics and numbers to the best of our knowledge as
well.

For the convenience of readers, an index is available in the last
chapter of the Report for the readers, regarding the locations of
KPls within the Report.
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Reporting Scope

This Report details the operations of the Group’s core business for
the financial year from January 1, 2021 to December 31, 2021 (‘this
Year” or “the Reporting Period”). The reporting scope covers our
major segment, turnkey solution for hazardous waste incineration,
which occupies around 90% of the Group’s revenue and the
co-processing of solid wastes in cement kiln. Other segments, such
as oilfield peripheral service and waste treatment service are not
included in the coverage of the report as the total proportion of
these activities in our overall business is relatively small.

Our business scope changed significantly last year. The oily sludge
treatment business was still under construction, and the sludge
business consumed a large amount of natural gas. The business
was responsible for 90% of air pollutant emission and 96% of Scope
1 greenhouse gas emission of the Group in the previous year. The
suspension of the oily sludge treatment business also saved the use
of electricity and water significantly. As a result, readers can expect
significant reduction of emissions and energy consumption in these
two years’, which is in line with the Group’s commitment on carbon
reduction. Comparison of emission data with that of the previous
year emission may not be necessarily meaningful.

Confirmation and Approval

The Company’s Board of Directors (the “Board”) has the overall
responsibility for the setting and disclosure of the KPIs. The Group
has established internal controls and formal review procedures to
ensure that all information presented in the Report, as confirmed by
the Board, is accurate and reliable.

This Report contains forward-looking statements that are based on
assumptions and expectations. No guarantee is expressed as to the
accuracy of the statements and the Group expressly disclaims any
liability for and assumes no responsibility to correct or update those
forward-looking statements in the event that any of the statements
does not materialize or turns out to be incorrect.

Contact Us

For more information on the Group’s business, please refer to our
official website and other parts of the Annual Report. We welcome
any comments on the Report and are eager to improve our
disclosures with sustainable development of ESG. Should you have
any enquiries, please contact us via the following channels:

Tel: 020-3221-1246
Email: gzwg@gzweigang.com
Official website: www.gzweigang.com
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ABOUT THE COMPANY

The Group is a leading comprehensive hazardous waste
incineration turnkey solution provider in the PRC focusing on the
research, design, integration and commissioning of solid waste
treatment systems, particularly for hazardous waste incineration.
Our business can be divided into four major segments, namely
hazardous waste incineration system solution, thermal desorption
of oil sludge, pyrolysis treatment of solid waste and cement plant
parallel kiln co-treatment. In 2021, the Group primarily engaged in
and generated a substantial portion of our revenue from the design,
integration and commissioning of hazardous waste incineration
system in China. Incineration solution, where operations spread
across 16 provinces in China, brings a large part of revenue for the
Group for the year ended 31 December 2021. In 2021, the Group
has completed 4 more hazardous waste incineration projects.

Being a major engineering solution provider of hazardous waste
incineration in China, we are deeply aware of the environmental
impacts, regulatory requirements and social expectation regarding
waste handling. Therefore, much of our emphasis in the Year
has been put into improving the design of our products in terms
of eco-friendliness and efficiency. We know that sustainable
development is the general trend of the World, and all of us hope
to achieve it together. We will continue to promote the sustainability
concepts through our product and service and also improving
the corporate social responsibility and our corporate governance
standards, in order to raise our management quality, protect the
interest of stakeholders and create values for all parties of society.

ESG Governance

To lead the company to become a socially and environmentally
responsible company, a solid ESG governance structure is
essential. The Board acknowledges its role in identifying the ESG
risks and opportunities in the Group and it also has been involved
in the determination of the major ESG strategies and planning of
the ESG related goals. To fulfill the strategies, we have formulated
an ESG working group comprised of senior managers from different
functional departments, which it can lubricate the cooperation of
the different departments with their own ESG related issues. The
ESG working group will discuss the ESG issues from time to time,
and also serving as a bridge between the Board and the different
departments in communication of the sustainable development
strategies among the Group, to show a great determination to
improve the Group’s corporate governance and ensure effective
implementation of our ESG policies in the course of operation. The
Board will manage the process of the ESG related group from time
to time. In the future, the Group would love to consider recruiting
some external environmental professionals in our working group to
further stress our focus on the ESG improvement.
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Stakeholder Engagement

Taking the opinions of the stakeholders seriously is the direction of
the Group, as listening to the stakeholder’s opinions is one of the
important factors to reach the success of the Company. We wish to
establish a transparent mechanism that can consolidates the voices
from stakeholders of every group so that we can integrate them in
our corporate decisions.

We use different channels to gather opinions from various
stakeholders, and the table below lists various types of stakeholders
with their concerns and the communication channels we used.

Stakeholder Group
ooooad

Concerns and expectations
Oooooooo

ooooo

go0oo0o0oocO0oDOO0oO0oOobOoDboOoooooo
oo0DooOooOOoO0oOooOoDOOoOO0ODOoO0OO0o0OO
ooooO0oOoOoOooO0oO0oo0ooooobooog
ooDooODoO00o000O0ooooOoOoo0oooag
ooo

goobOooooobOobOOoocOobOoDboood
oboooooooooobooooOooooboooa
oooooooao

Communication channel
oooo

Shareholders and investors

Transparency; risk control; long-term

Annual General Meeting; corporate

goooooao development of the business communication; announcements;
000000ODODO0O0OD0O0O0DO0O0OO Annual Report
00D0DDO0O0ODOOoOoo0oooooaoD
Employees Work-life balance; safe work Employee activities; Intranet;
oo environment; adequate welfare performance appraisal and interviews;

ooo

oooo0ooo0oOo0oboO0ooOoooooaon

conferences
Ooooboooobooobooooboono
0o

Suppliers and business partners
ooopooooo purchase quantity, reputation

gooobOooooooao

Timely settlement of accounts,

Conferences, supplier management
system; site visits
gboboooooooooog

Government departments and
regulatory authorities
ooooooooo

Conformity with the environment-and
safety-related laws and regulations
ooooocoooooooo

Supervision and assessment; formal
meetings; information disclosure
OoooOooooooooooo

Customers Product quality and safety, Comprehensive feedback system; daily

oo maintenance policy, product lifecycle operations, communications
0o00o0o0oo0ooooOoo000o0O0 |DO00D0oooOoO0DOoooOoopDoooo
oo

Community Support local economic development, News; charitable events

oo resolving solid waste problem and ooooooo

improve the living environment
0o00ooO0ooooooooooooo
ooopooooo
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Materiality Assessment ooooo

The Group has obtained the views of management and the other 0o0oo0o0oooDDoDOoOOoOoDoODDODOOoOoDOOOO

stakeholders (for example, the staff, the supplier and the customers) 0o0ooDoDoDo0oooooooooooag
on the Group’s material issues and sustainability strategy. After a 0oooooooOooooooooOooooo
series of managerial-level meetings and the Board’s discussion, the 0ooooDoooooooooooooooag
Group has assessed those important ESG topics and produced the oooooooooooDoooooooood
following materiality matrix to clarify the ESG issues that concern 0o0ooDooDooDOoooooooDoooood
our business most. Below is the materiality matrix plot. gooooooo
Materiality = 2214
*"_E 19 17
.:‘_?’ L " 6
14 .
7 = 9
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2
Low {E Importance to stakeholders %§4% 15 & R E 2 1% High &
Details of the numbers can be found in the table below: O0oooooooooo
Environmental
oo
1 Air pollutant and carbon emission
ooooooooo
2 Sewage and waste
goooooo
3 Energy and electricity consumption
gooDoDOOoOOoOoOOo
4 Water consumption
ooo
5 Packaging material consumption
oooooo
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6 Significant impacts on the environment, such as noise, odour, pollution, ecological imbalance, species
extinction and resource depletion
0000000 D0DO0O0OO0OO0O0D0OO00DODO0oOO0O0OoDOoOooDbOOooDOoobOOooOoao

7 Risks brought by climate issues, such as physical risk (extreme weather events and rise of temperature) and
transition risk (policy, legal and market risk)
0000000000000 0O0O0000D00000D0mOo0oO0oODOoOoO0D0DoDoooooo

Social
oo

8 Compensation and dismissal, recruitment and promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare
0000000000000 0o000oU0U0o0O00oU0Do0DoDOo0OooOOoOOoOoDOoOoOOOooO

9 Employees’ health and workplace safety
Ooooooooooo

10 Improvement in job skills and development opportunities
Ooo0oooooooaad

12 Stability and sustainability of supply chain
000000000 O0oO

15 Product market demand and innovation
goooooooao

19 Contribution to society, such as donation, care, conservation and education
O0oooooOoooUooOopooooooO

Governance
oo
11 Preventing child labour and forced labour.

ooooooooan

13 Supply chain environmental risk management
0O0Do0oooooao

14 Product quality and safety
ooooooo

16 Customer relation and protection
ooooooo

17 Intellectual property rights
oooo
18 Behaviours such as bribery, extortion, fraud and money laundering, and the mechanisms and training activities

to prevent such behaviours
0000000000000 O0D0DOo0OoO0oO0O0O0DOoOoOO0OOoOooDooOo

*

The red colored are the most important topics to the Group * goooooooooooo
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As illustrated above, the ESG topics of highest priority to the Group
are the Significant Impacts on environment, Product Quality and
Safety, Employees’ Health and Workplace Safety, and Intellectual
Property Rights.

In view of our business nature, impacts on local communities
and environment are unavoidable since construction is a big part
of the project, which also creates noise pollution and disrupts
the landscape, we are pleased to note that our employees and
customers also take the Group’s environmental impact very
seriously and we will also work harder to minimize it.

We are also concerned about the health and safety of our
employees. Our workers are often required to climb up to heights
to monitor and test the production, which pose risks of injuries and
deaths. In view of this, we have strict regulations on employee safety
precautions and monitoring policies to prevent serious injuries from
occurring.

In addition, because our products can bring about a significant
societal impact, it is critical to ensure that our products are safe,
provide required functionality, and continually improve product
design in line with society’s growing expectations for waste
management.

Sewage and Waste and the Packaging Material Consumption are
less important to our business and our stakeholders in line with their
response. Due to our business nature, we do not produce sewage
in the production process and also our product does not require the
usage of packaging materials, so those are immaterial to the Group.

SOCIAL SUSTAINABILITY
Product Responsibility
Product Quality and Safety

The Group seizes every opportunity to improve our product quality.
As evidence of the Group’s ambition and commitment, we have
obtained the ISO9001 accreditation, with a focus on standardization
and strategic sourcing. Based on the requirements of 1SO9001
quality management system, we have a flawless production
process management system, which ensures normal production
operation, and we try our best to give our customers a good service
experience.

We require contractors to follow standard production procedures,
making sure all critical steps are taken and executed in a
reasonable timeframe. We established KPIs for production, such as
resource input, quality of outcomes, and structure robustness, in
order to measure contractor’s performance and identify rooms for
improvement.
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Apart from process improvement, we source raw materials carefully.
Raw materials can produce a huge impact on output quality, as
a single point of weakness can result in structural collapse and
system failure. To guarantee product safety, we constantly compare
the valves and pipes against the specifications. Knowing intense
heating and a chain of chemical reactions would be involved during
product operation, mechanical components must be resistant to
heat and acidic gas.

Being a solution provider in hazardous waste incineration, it is of
our priority to ensure a complete decomposition of waste and no
unwanted materials remain. Hence, we have made product testing
a compulsory part of the production, with a focus on equipment
capacity, decomposition rate and emission tracking, so as to make
our clients aware of the risks and not to overwhelm the system.
We would deliver the products only after obtaining all necessary
experimental data with a high credibility.

As one of the leaders in the industry, the Group does not sit on its
laurels and is keen on researching waste treatment technologies
continuously. Facing the complex environmental problems today, we
are obliged to resolve the solid waste problem in a more efficient
and environmentally-friendly manner. We look into every possibility
of getting more energy out of the waste and reducing the amount
of pollutant that results from the combustion process and have
been integrating relevant concepts into the products, for example,
harvesting the heat to facilitate waste pre-treatment process and
installing detecting sensors that monitor pollutant emission levels.

Product quality inspection is mainly to find problems in the
appearance, installation, debugging and other aspects of the
project site. We will arrange refurbishment or return of goods that do
not meet the requirements. During the reporting year, no products of
the Group were subject to recalls for health and safety reasons.
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Advertising and label

The Group has been complying with the laws and regulations
related to advertising in Mainland China and Hong Kong and
confirms the accuracy and authenticity of all published materials.

Privacy and Data Protection

The Company takes due care of the confidentiality of all personal
information and prevents any unauthorized access to customers’
information. We do not collect more information than the data we
need to complete the projects. For the customer information we
have collected, we will not share them with any unauthorized third
party.

Intellectual Property Rights

The Company requires our employees to respect and protect
intellectual property rights in our daily business operations. We
handle prudently and ensure we and our employees maintain a high
standard of integrity and ethics.

Customer Opinion and Complaints

It is always important to listen to the opinion of customers. While we
serve our customers, they in turn feed us with valuable insights into
how the products can be made to fit their business needs. Hence,
we cherish the relationship with customers and have carried out
in-depth surveys in assessing their satisfaction levels. Once we
have received complaints from our customers, we will resolve them
as soon as possible and report them to the suppliers in a timely
manner.

In 2021, we complied with all relevant laws and regulations that have
a significant impact on the Group. During the Reporting Period,
the Company did not receive any major complaints on product
quality. The Group has followed all relevant laws and regulations of
Mainland China and Hong Kong concerning product responsibility,
including health and safety of customers and the public, service
quality, advertising, labelling and privacy matters.

Supply Chain Management

Suppliers are one of the key stakeholders to the Group who cannot
be independent of production materials. Hence, we value our
relationship with suppliers and are actively developing a sustainable
supply chain that meets the Group’s ethical, environmental, health
and safety standards.
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During the Reporting Period, our main suppliers are material
vendors and contract manufacturers responsible for installation.

Materials
Vendor
PR RS

33%

They are mainly distributed across China, especially in Guangdong
Province. For the Materials Vendor, they are distributed in
Guangzhou, Beijing, Hangzhou, Nanjing and Anhui, each places
have one supplier. For the Contract Manufacturers responsible for
Installation, they are distributed in eight places in China Two in
Beijing and two in Shanghai, and with one supplier in each of the
following places, including Jiangsu, Hangzhou, Zhengzhou, Henan,
and Yinchuan, Ningxia.

The selection of suppliers has been made according to the ISO9001
Framework. We established an assessment scheme and review the
performance of suppliers each year. The Company cares about
the performance of all our suppliers in environmental and social
sustainable development. We hope that our suppliers should uphold
the same corporate and social responsibilities as we hold ourselves.
Moreover, we study their price, steadiness, quality, and long-term
potential to identify those who are in good fit with our criteria. As
a reward, we establish a long-term relationship with well-rated
suppliers and engage them in our internal meetings regarding
supply chain management.

To ensure we have sufficient knowledge of their operations and
products for fair judgement, we conduct regular visits to their
production facilities. New suppliers must first enter information in the
bidding system, and be evaluated as qualified suppliers before they
can make bids and quotations. There are currently more than 400
qualified suppliers in the system. A quality control personnel will be
assigned to monitor the manufacturing process of equipment.
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Manufacturers
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for Installation
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Anti-Corruption

The Group does not accept any form of misconduct in operation,
and is committed to upholding the core values of honesty,
responsibility and integrity in daily operation. We comply with the
Anti-Unfair Competition Law of the People’s Republic of China,
the Supervision Law of the People’'s Republic of China, the
Prevention of Bribery Ordinance (Cap. 201 of Hong Kong Law)
and all other relevant rules and regulations regarding the subject
and the operation areas. We do not allow employees to derive
benefits or opportunities from one’s position, company resources or
information. We also implement an Anti-Fraud system to control the
risk of corruption.

During the reporting period, the Group, its directors and its
employees were not involved in any legal cases concerning corrupt
practices. We did not observe any cases involving bribery, extortion,
fraud or money laundering and also, we complied with all the
relevant rules and regulations.

Employment

The Group regards talents as one of its core competencies and
has optimized the use of human resources through a dedicated
recruitment process and appraisal system.

The management regularly reviews the Group’s remuneration and
welfare policies making reference to the market standards and the
individual's performance and experience. This will help fostering
our commitment to safeguarding the rights and interests of the staff.
With the annual performance appraisal, we offer bonuses and salary
increments to reward employees for their diligence and dedication
during their working period.

The Company strictly abides by the labour regulations, including
but not limited to the Employment Ordinance and the Occupational
Safety and Health Ordinance of Hong Kong, the Labour Law and the
Employment Contract Law of the People’s Republic of China. In any
circumstances, the Group offers wages not lower than the minimum
wage as stipulated by law. In addition to the statutory benefits
such as insurances and public holidays, the Group provides paid
holidays such as annual leave, bereavement leave, maternity and
sick leave, as well as subsidies in travelling and studying.

Our Group embraces a diverse workforce that includes employees
of different ages, genders, family status, sexual orientation,
disabilities, ethnicity, and religion. We offer equal opportunity
to every staff in our company. We encourage our employees
to facilitate their communication at work through team-building
activities, inter-and intra-departmental conferences, and sports
competitions. These ensure their well-being and a healthy working
lifestyle.
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To maintain the relationship within this one big family, we open up
communication channels for workers to express their opinions, such
as Employee Representative Meeting, in favour of the reflection
on operation and management. We would also distribute notice
regarding significant changes in our management directions,
to ensure that workers are aware of and abide by the relevant
regulations.

At the end of the Reporting Period, our Group hired a total of 359
employees, increasing by 8.1% from the previous year. Across our
business portfolio, females accounted for 23% of the labor force.
While the gender gap may seem big, we are glad to see more
females joining us and we must understand that the professionals
in engineering consultancy are dominantly males. Regarding age,
most of our employees concentrated in 31-45, accounting for 42%
of the total. This is good for the company as the employees at
this age are often experienced and productive. We would develop
corresponding retainment strategies.

Employee Statistics
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On the other hand, we saw 10% of our employees leaving during
the reporting period. Most of them belong to the age group under or
equal to 30 and the turnover rate for the age group is 14%. This is
significant and has aroused the attention of management, who will
come up with policies and plans to retain the talents, such as, to
provide the employees with more training courses so as to develop
their potential and let them feel being valued.

Turnover Statistics

(Employees of certain category leaving/((Number of employees in
the category at the beginning of the period + Number of employees
in the category at the end of the period)/2)
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Labour Standards

The Group strongly opposes to the employment of child and
forced labour, the practice of which violates international labour
conventions. The Group strictly prohibit the employment of both.

We prudently check the identity of all candidates to prevent the
hiring of underaged labour. We form a voluntary employment
relationship with each of our employees and over-time working is
not allowed. The Group strictly follows the working-hour system,
does not squeeze employees’ time, and adheres to the principle
of negotiation and voluntariness. We have also promoted such
concepts within the supply chain so as to protect the well-being of
labour of the entire community. We hope to spread out the ideas
of prohibiting child and forced labour. If, unfortunately child labour
is found, their employment will be terminated immediately and
remuneration will be made according to the agreed wages.

During the reporting period, the Group did not recognize any
material irregularities in the laws and regulations relating to labour
standards.

Health and Safety

The Group places occupational health and safety at the first place.
In light of that, sound occupational health and safety policies are
essential, not only for employees and the Group, but also our
customers and other stakeholders. In compliance with relevant laws
and regulations of mainland China and Hong Kong, the Group has
formulated a control system for labour safety and sanitation with
certification of OHSAS18001. OHSAS18001 is a system utilized to
manage the operational health and safety risk in the Group and
hence, is able to improve our overall performance.
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As a consultant in hazardous waste incineration system
development, we instruct, monitor and make sure the equipment is
built in strict accordance with sketches and diagrams. For structures
that have been established within the project phase, we scrutinize
every screw and joint in search of possible faults and malfunctions.
This leads us closer to the source of risk and spotting the risk in the
first place.

We have established a risk management system, which entails
precautions and handling procedures for hazards. Guidelines are
reviewed periodically to ensure alignment with industry consensus
and regulatory requirements. Apart from the documentation, we
assign safety managers to maintain communications with employees
at all levels to make sure they are well aware of safety hazards and
the steps to take in case of occurrence.

We strive to reduce risk. Through observation and laboratory
procedures, we evaluate the health of incineration system
structures. For every flaw or mismatch identified, we would look
into the issue and broaden the range of inspection to dig out other
possible defects that pose risks of system collapse. We cherish
such experience, despite an unpleasant one, and report our
findings to contractors.

Where working at heights, in confined space, or where mobile
machineries are involved, we offer protective gadgets to workers
to reduce the magnitude and chance of incidents, for example,
offering safety harness that ties the body of the workers to the
working structures that prevent falling of the workers and offering
helmets that avoid objects falling overhead. We also delegate a site
supervisor to monitor operations, including the adoption of safety
procedures, the maneuvering of vehicles, and the division of labour.

Last but not least, we provide safety trainings for workers who
are stationed in construction sites. Workshops are held to inform
workers of the safety concerns of production practices, hoping
they would exercise extra caution when performing relevant duties
and not trigger accidents that may harm other people or the
environment. Regardless of seniority, workers are required to attend
trainings regularly, even if they have attended similar trainings
before. This is to remind them of the correct working postures and
operating procedures and promote corporate safety culture. The
Group takes worker’s safety very seriously.

Thanks to the joint efforts of workers and site supervisors, during the
Reporting Period, the Group has no work-related injury and safety
incidents recorded, meaning zero incidents related to deaths and
injuries arising from work. In our record, there was no work-related
injury and safety incidents within the past three reporting periods.
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Development and Training

The Group treasures talents and encourages employees to grow
both intellectually and professionally. The Group has formulated
training plans for employees, including seminars and workshops.
The training programs are classified into two types, internal and
external. During the reporting period, the Group has organized two
core trainings listed as below:

ooooao

ooooo0oO0ooOoOOoOoDbDOoOoDOobDboOooOd
Ooo0o0DO000OOO0O0O0O00DOoO0Ob0OoDOoOO
ooDooooDbOOoO0oOoooOoOoDOoDbOoboOo0o
ooooOooooOoOoDOooOooDbDoODOOoO0ODOd
ooooooo

Training Subject Training purpose and content

oooo ooooooo

Anti-Corruption Training 1. Raise awareness of anti-corruption laws
ooooo Oooooooooo

goooboooooao

culture of integrity

2. Master the skills of dealing with permissions
3. Take effective measures to establish a corruption prevention system and a

ooooobobOO0oOoOoocoooooooooDbOoOoooo

Operation Project Safety Training 1. Standard procedures for thermal load debugging and trial operation
oooooooo Oooooooooooooao

2. Emergency response
oooooooag

oopoDoDOO0DOD

3. Other project safety related issues

During the Reporting Period, all of our employees have received
trainings. Each employee attended an average of 16-19 hours of
normal business operation training, and a 3 hours of anti-corruption
training.

Community Investment

The Group is committed to building a harmonious relationship with
the community. We harnesses its know-how in waste incineration
to serve the society. By assisting to devise solution in handling
industrial and municipal waste, such as heavy metals and
electronics, the Group helps cleaning up the wastes in the landfill
and improves the living environment.

The Group focuses on community contributions to environmental
affairs and public health. Coinciding with the emergence of
COVID-19, we have worked hard to find out how we can help the
public cope with the virus through our business development.
We believe that waste incineration can at least help to reduce the
spread of the virus.

Not only did the Group provide waste removal solution, but we also
added lines of greenery for the city. We held tree planting activities
along the roads during the year for the provision of fresh air and
make our journey more pleasant.
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We would continue to encourage employees to do good to their
surrounding communities by drawing their attention to diverse social
and environmental issues and organizing charitable activities.

ENVIRONMENTAL SUSTAINABILITY

We are concerned about the environmental quality, we try to
minimize our impact on the environment at the same time spreading
out the concept of sustainability development and protecting the
environment. We seek to respond to the sustainability issues across
our operations, from sourcing materials to our office usage to
engaging customers.

Emissions

The Group has always emphasized environmental friendliness and
reducing emissions of all kinds. Since we are mostly providing
consultancy services for hazardous waste incineration system
this year, our emissions are rather limited. And due to the nature
of business, the main emissions from the Group only included air
emission and greenhouse gas (GHG) emission which comes from
the usage of vehicles, paper and electricity. Compared to the
emission from the previous year, the Group has not made significant
progress, we will try our best to reduce the emission from our
business operation, to encourage the Group in the reduction of
emission, we have set a target to reduce the GHG emission by 30%
by 2025 with 2021 as the baseline year. Considering the target, we
will think twice when conducting activities that generate greenhouse
gas emissions.

The air pollutants including the Nitrogen Oxides, Sulphur Oxides
and the Particulate Matter mainly come from the automobile
exhaust, the detail data will be provided in the below tables.
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Air and Greenhouse Gases

The following tables set out the relevant statistics for the reporting

ooooooo

oooooO0ooOooooooooo

period:
Indicators Unit Total (2020) Total (2021)
oo og 0 00202000 0 00202100
Nitrogen Oxides (NOx) kg 6.39 6.55
0000 (NOY oo
Intensity (Per Employee) kg/Employee 0.0193 0.0187
oooooooo ooooo
Sulphur Oxides (SOx) kg 0.11 0.11
0000 (SO oo
Intensity (Per Employee) kg/Employee 0.0003 0.0003
gooooooo ooooo
Particulate Matter (PM10) kg 0.47 0.48
000 (PM) oo
Intensity (Per Employee) kg/Employee 0.0014 0.0014
oooooooo ooooo
Total GHG Emissions Tonnes of COze 90.25 90.64
oooooooo ooooogd
Intensity (Per Employee) Tonnes of COz2e/Employee 0.27 0.27
gooooooo ooooogoogooao
Scope 1 — Stationary combustion | Tonnes of COze 0 0
0o01—00000d 0ooooogao
Intensity (Per Employee) Tonnes of COz/Employee 0 0
oooooooo 00oOoooooooo
Scope 1 — Mobile combustion Tonnes of COze 20.79 20.31
ob0i1—000o0d ooooogd
Intensity (Per Employee) Tonnes of COz2e/Employee 0.063 0.058
gooooobooo Oo0oooogooooao
Scope 2 Indirect Emissions Tonnes of COze 69.46 70.33
0020000 00oooooo
Intensity (Per Employee) Tonnes of COz/Employee 0.21 0.20
oooooooo Oooooooooo

Note: GHG emissions are computed based on the ESG Reporting Guide and
Emission Factor from Cross-Sector Tools prepared by Greenhouse

Gas Protocol.
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The Group understand the impact brought by GHG and air
emission, so we strive to reduce the air and GHG emissions through
improving process flow, for example, we ease the moving of cranes
by clearing obstacles on the paths and avoid acceleration, thus
consuming less fuels. Not only do we modify our operation, but we
also integrate sustainability concepts into our products, including
flue gas cleaning and the harvest of waste heat. Through scrubbing
and bag-house filtering, acidic gas and fly ash is removed from
the incineration process so that the resultant flue gas is much less
harmful to the environment.

Since incineration requires a huge heat input and the decomposition
of waste does not consume fully the heat, the system is made able
to store the leftover for alternative usages, such as pre-treatment
of waste and the driving of turbine for electricity generation,
substantially saving energy.

We also avoid the use of refrigerant for system cooling, which
otherwise would produce GHG with a much higher global warming
potential than ordinary fossil fuel combustion.

Solid Waste Emission

We uphold the principle of “4Rs”, namely Reduce, Reuse, Replace
and Recycle. In our offices, we produce only municipal waste,
which is unharmful, disposed through legal means and collected
by governmental services daily. Hence, we consider this issue
insignificant to the Group and do not report the figures here.

As we outsource the installation of incineration system to
contractors, we do not generate waste in system production.
However, this does not mean we do not contribute to waste
reduction. Instead, we actively assist them in retrieving materials for
future production, such as metal scrap.
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Wastewater

The wastewater of the Group comes mainly from lavatories. Since
living wastewater should not pose huge harm to the environment,
we assume this topic insignificant. The Group strictly discharges
wastewater into municipal sewage pipelines for uniform treatment in
accordance with the “Wastewater Quality Standards for Discharge
to Municipal Sewers”. The Group also calls on employees to
conserve water resources.

During the Reporting Period, there was no incidence of
non-compliance in emissions with the relevant environmental laws
and regulations that have a significant impact on our Group.

Use of Resources

The Group earnestly reduces resource consumption and improves
economic efficiency, including fuels, electricity, water, and paper.
As electricity is one of the resources all of us will use in our daily
operation process, no matter for lighting or the air conditioning,
so we have set a target for the Group and all of our employees,
to reduce the usage of electricity by 30% compared with 2021 by
2025.

The following table shows the figures of resource consumption in
our business operations:
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00202100 000020250000 30%00
oo

goooobooobOOoOooooooooo

Resources Unit Total (2020) Total (2021)
oo oo 0 00202000 0 00202100
Electricity consumption kWh 86,376.0 87,425
ooo ooo

Intensity (per Employee) kWh/Employee 260.2 249.8
oooooooo oooooao

Water consumption Tonnes 2,039.0 2265
ooo O

Intensity (per Employee) Tonnes/Employee 6.1 6.5
oooooooo oooo

Gasoline consumption Liter 7,677.8 7,499.8
ooooao oo

Intensity (per Employee) Liter/Employee 22.9 21.4
oooooooo opoooo

2021 ANNUAL REPORT £ % 69



70

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

bbb bbd

The Group endeavours to cut fuel consumption. In addition to
avoiding idling engines, we seek to introduce hybrid vehicles
to reduce the dependence on gasoline, which generates GHG
during combustion. On the other hand, the Group does not back
down when it comes to energy saving. We adopt smart lighting
in the stairway of office area as to if no person is detected,
lights will be off. We retrofit office equipment when in need,
such as air-conditioners, lightings and lift, in order to prevent
obsolete components from hindering performance and taking
up more electricity per unit of work delivered. We also maintain
environmentally friendly indoor temperature to ensure comfort both
inside and outside the office buildings.

For water resources, the Group adopts a robust management
system, which keeps track of water use patterns and compares
usage among offices. In the events where water consumption is
significantly higher on a year-over-year basis, we would delve into
the issue to find out the reasons behind and develop responsive
strategies, such as replacing the leaking faucets.

The Group have noticed that the water consumption in this year is
slightly higher than the previous year, in view of this, we decided
to set a target for ourselves, taking 2021 as the base year, to
reduce the water usage of the Group by 30% by 2025. We treasure
natural resources and want to remind ourselves to be kind to the
environment.

To participate in environmental sustainability, the Group has
established a number of environmental goals to help reduce our
emissions and use of natural resources. The goals are mainly
related to the air emission, waste reduction, energy efficient and
water efficient.
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Impact on Communities, Environmental and Natural Resource

The Group is well aware of the importance of sustainable
development and has always regarded environmental protection as
one of its key tasks. The Group’s management acknowledges its
responsibility in monitoring environmental impacts and the use of
natural resources. We abide by relevant environmental protection
laws and regulations, namely Environmental Protection Law of
the People’s Republic of China, Energy Conservation Law of the
People’s Republic of China and so on. We actively search for
opportunities to reduce our environmental footprint, which stems
primarily from noise, emissions and the change of landscape during
the production of incineration system.

The Group values the harmony with the environment and has
received the 1SO14001 Environmental Management System
Certification. We adopted the ISO 14001 environmental
management system and operates in accordance with the
procurement environmental indicators to reduce our impact on the
environment. We plan ahead of the project, taking into account
the site-specific factors and demands from clients, for the sake
of minimizing disturbance to the neighboring communities.
This includes limiting the height of the establishment to prevent
the output from being incompatible, if not peculiar, with the
surroundings, or ruining the urban scenery. For sites with high
proximity to dwellings, we work only in the daytime and enclose the
area with noise barriers. For sites in suburbs widely surrounded by
vegetation, we make the equipment as compact as possible so that
it is not taking up too much space of the nature.

Aside from planning, we assess the environmental performance
during the construction phase of the project. We continuously
monitor the operation to make sure contractors have adopted
environmentally friendly practices, such as the spraying of water
over the ground to prevent the sand from flying into the air. This
helps contractors and us to beware of the environmental impacts
we are making, and not to forget about our mission — to solve
environmental problems in face of the rising living standards and
changing social behaviours.
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Climate Change

Climate change is an issue that troubles a multitude of corporations
and countries around the world. The Group is not likely to be
unaffected and will not leave ourselves unguarded. We have, apart
from reducing GHG emissions, developed adaptive measures.

In view of extreme weather, in particular up-scaled floods or tropical
cyclones, we have considered to use storm-resistant materials in
our products, which digest hazardous industrial waste and are
critical to the well-being of the community. If leakage occurs during
the incineration process owing to weather events, results can be
catastrophic and irreversible to the ecosystem. Therefore, we will
continue to strengthen the physical ability of the system to prevent
damage or loss of functionality arising from natural disasters.

Climate change does not only involve physical risks, but also
transition risk, according to the Taskforce on Climate-related
Financial Disclosures. We expect the Chinese government to raise
emission requirements and impose carbon quota in the future
and have hence further researched the incineration technology
on using less energy and releasing less pollutant, to improve the
competencies of our products. In the middle of difficulties lies
opportunities, it is also what the Group facing in front of climate
change, we will catch the opportunities to develop and rise to the
challenge.
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Environmental, Social and Governance Report Index

oooooooooooa

Aspects Summary Page Index/Notes
00 00 ooooooo
A. Environmental

oo

Al Emission
goao

General Disclosure
oooa

Relating to air and greenhouse gas
emissions, discharges into water and
land, and generation of hazardous and
non-hazardous waste:
oooooooooao
oooooooooo
(a) the policies; and
oooo
(b)compliance with relevant laws and
regulations that have a significant
impact on the issuer.
OoOoO0oooOoooOooOooooo
Ooooooo

oooooooano
ooooo

For more details, please refer to
Environmental — Emission
gooooooooobooboboboo
O—0oo

All The types of emissions and respective For more details, please refer to
emissions data. Environmental — Emission
ooooooooooooo Oo0o00oopoooooooooo

O—0o0o0

Al.2 Greenhouse gas emissions in total (in For more details, please refer to
tonnes) and, where appropriate, intensity | Environmental — Emission
(e.g. per unit of production volume, per OooO0oooooooooooao
facility. 0—0o0d
000001 o000 ooo220000
0000000 00ODmoo0oooooo
oooooooooooood™

Al.3 Total hazardous waste produced (in Not material
tonnes) and, where appropriate, intensity | 0 O O
(e.g. per unit of production volume, per
facility).
0000000000000 O0o0oOOo
00D ooU0ooooooooDooo
om

Al.4 Total non-hazardous waste produced (in For more details, please refer to
tonnes) and, where appropriate, intensity | Environmental — Emission
(e.g. per unit of production volume, per O0oo0oooooooooooao
facility). Oo—0oono
000000 O0opoooooooOoo
O0ooooboo0ooOooooooOooo
om

Al.5 Description of emission target(s) set and For more details, please refer to

steps taken to achieve them.
0000000 0OOoOOo0oboDOoooooboo
oooooooo

Environmental — Emission
go00ooOO0oOoOooobooobooo
Oo—0ooao
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Aspects Summary Page Index/Notes

oo 0o ooooooao

Al.6 Description of how hazardous and non- Not material
hazardous wastes are handled, and a ooo

description of reduction target(s) set and
steps taken to achieve them.
OooooOooooOoOooo
ooooooooooooo
ooooo

ooooo
ooooao

A2 Use of Resources
oooao

General Disclosure

Policies on the efficient use of resources,

For more details, please refer to

oooo including energy, water and other raw Environmental — Use of Resources
materials. 000000000000 o0oao
00000Oooo0oooOooooooo 0O—-0000
oooooo

A21 Direct and/or indirect energy For more details, please refer to
consumption by type (e.g. electricity, gas | Environmental — Use of Resources
or oil) in total (kWh in’000s) and intensity | 0 00000000000 0O0OO
(e.g. per unit of production volume, per O0o—oooo
facility).

0000o00oooOooOoooooooo
00000 ooooooooooomao
OD00oo0o0o0oooooOooom

A2.2 Water consumption in total and intensity For more details, please refer to
(e.g. per unit of production volume, per Environmental — Use of Resources
facility). 000000o0ooooooooo
0000000 oooooooooo O—0oooo
oooom

A2.3 Description of energy use efficiency For more details, please refer to
target(s) set and steps taken to achieve Environmental — Use of Resources
them. 0Oo0o0oooooooooooo
goooO0o0ooOoOoOoO0DO0OQoU0OoOO0OD0 |O0D—0OO0OOo
oooooooouooo

A2.4 Description of whether there is any issue | For more details, please refer to
in sourcing water that is fit for purpose, Environmental — Use of Resources
water efficiency target(s) set and steps gooooooOooOoOOoOoDOoan
taken to achieve them. 0O—-00oo
go00o0oC0oU0o0OoOooOooOUoOooOOoOoo
ooooO0ooooOooooOoooooo
oopoooo

A2.5 Total packaging material used for Not material
finished products (in tonnes) and, if ooano
applicable, with reference to per unit
produced.
0000o0oO0oooooooooooom
0ooo0O0obDooOoooooo
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Aspects
oo

Summary
oo

Page Index/Notes
ooooooo

A3 The Environment and Natur
Ooooooa

al Resources

General Disclosure

Policies on minimizing the issuer’s

For more details, please refer to

opooo significant impact on the environment Environmental — Use of Resources
and natural resources. 000000000 0oooo0oo
gooobooooouoobboooono 0 —00obbooobboonbooo
oooooo O

A3.1 Description of the significant impacts of For more details, please refer to

activities on the environment and natural
resources and actions taken to manage
them.
goooooooooao
oooooooooao

Environmental — Use of Resources
gooboDooooooooood
0—00000000000a0a0o
[}

A4  Climate Change
ooogoo

General Disclosure

Policies on identification and mitigation of

For more details, please refer to

opooo significant climate-related issues which Environmental — Climate Change
have impacted, and those which may OoooooooooOooooo
impact, the issuer. 0O—0oooo
O0oo0ooo0o0oooooO0O0OoOOoDOO
Oooooooooooooo

A4l Description of the significant climate- For more details, please refer to

related issues which have impacted, and
those which may impact, the issuer, and
the actions taken to manage them.
0000000 0oO0ooooooooo
gpopoooooobooooooo

Environmental — Climate Change
0oo0oo0o0oooooooooboo
0o—ooogao
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Aspects Summary Page Index/Notes
oo 0o ooooooao
Social

oo

B1 Employment and Labour Practices

ooooooao

General Disclosure
oooo

Following information on:
ooooO0oooUoooO0oooooOO
goooooboooobOoboboOoooo
oooOooooooo

(a) the policies; and
gooo
(b)compliance with relevant laws and
regulations that have a significant
impact on the issuer.
oooboOooooooooooog
goo
Relating to compensation and dismissal,
recruitment and promotion, working
hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other
benefits welfare.

For more details, please refer

to Social Sustainability —
Employment
0o0000ooooooooooao
0o—0oad

oooo
B1l.1 Total workforce by gender, position level, | For more details, please refer
age group and geographical region. to Social Sustainability —
00000000 (@OO0D000)00 | Employment
Ooo0o0ooouooooooo gooooooooobooooo
0O—0o0o
B1.2 Turnover Rate by gender, position level, For more details, please refer

age group and geographical region
gobobobooooobooboooooo
oo

to Social Sustainability —
Employment
00000oo0ooooooooao
0o—od
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ooooooo

B2 Health and Safety
gooooo

General Disclosure

Information on:

For more details, please refer to

goooo JO0O0D0OO0OoOoooOoooooogoo | social Sustainability — Health and
oooooo Safety
(a) the policies; and goooooooooooooaa

oooo 0O—-00000
(b)compliance with relevant laws and
regulations that have a significant
impact on the issuer.
ooooOoooUoOooUOoUOoOooo
Ooooooo
relating to providing a safe working
environment and protecting employees
from occupational hazards.

B2.1 Number and rate of work-related fatalities | For more details, please refer to
occurred in each of the past three years, | Social Sustainability — Health and
including the reporting year. Safety
0000000000000 O000C0U0OQ0 |DooooUOoOOoOooOOoUoOoOoo
oooooo 0O—-00000

B2.2 Lost day due to work injury For more details, please refer to
gooooooooog Social Sustainability — Health and

Safety
00000000000 oooo
0O—00ooo

B2.3 Description of occupational health and For more details, please refer to

safety measures adopted, how they are
implemented and monitored.
gooooooUoopooDooooooo
oooooooooao

Social Sustainability — Health and
Safety
gooo0obO0o0oboOobooooooo
O—0ooooo

B3 Development and Training
ooooo

General Disclosure

Policies on improving employees’

For more details, please refer

goooao knowledge and skills for discharging to Social Sustainability —
duties at work. Description of training Development and Training
activities. 0o0o0O0ooooooooooo
goo0oo0o0O0O00O0DO0DO0OD0O0D0D0D0O0 |O0O—00D0O0o
oopooooooooo

B3.1 The percentage of employees trained For more details, please refer
by gender and employee category to Social Sustainability —
(e.g. senior management, middle Development and Training
management). 0o0oo0oo0ooooooobooooo
o0o0oO0OOoU0OOoCooooooooo O—0oooo
00000 ooooOoooooo

B3.2 The average training hours completed For more details, please refer

per employee by gender and employee
category.

00000000000 U0oooooo
ooooooao

to Social Sustainability —
Development and Training
0000000000 Oooooo
O—0oooo
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ooooooao

B4 Labour Standards
Oooono

General Disclosure

Relating to preventing child and forced

For more details, please refer to

gooo labour: Social Sustainability — Labour
00oO0o0ooooooooo Standard
(a) the policies; and goooooooooooooa
oooo O—-000o
(b)compliance with relevant laws and
regulations that have a significant
impact on the issuer.
ooooOoOooUoOooUOoUOOoOoOoO
Ooooooo
B4.1 Description of measures to review For more details, please refer to
employment practices to avoid child and | Social Sustainability — Labour
forced labour. Standard
0000000000000 0000UD |D0D0oDoOoOU0OODODD0OOOoOOoOOO
oooo O—0oooo
B4.2 Description of steps taken to eliminate For more details, please refer to

such practices when discovered.
go0ooooooooboObOoOooooa
ooooo

Social Sustainability — Labour
Standard
gooobOo0o0obOo0ooboooono
O0O—oooa

B5 Supply Chain Management
goooaod

General Disclosure

Policies on managing environmental and

For more details, please refer to

oooo social risks of the supply chain. Social Sustainability — Supply
gooDoDoODOoOooOooOoOoooodg Chain Management
0o0o00o0ooooooooooo
O—000ooo
B5.1 Number of suppliers by geographical For more details, please refer to
region. Social Sustainability — Supply
0oo0DDODODDODOO0OOoDoO Chain Management
0Oo0ooooooooooooo
0O—00000
B5.2 Description of practices relating For more details, please refer to
to engaging suppliers, number of Social Sustainability — Supply
suppliers where the practices are Chain Management
being implemented, and how they are ooo0Doooooooooooan
implemented and monitored. 0—ooooa
0Jo00o000Do0oooo0ooUooooo
goooO0ooOooOUOOoooOoOoDOoOoOO
oooao
B5.3 Description of practices used to identify For more details, please refer to

environmental and social risks along

the supply chain, and how they are
implemented and monitored.
goooooobooooouoobooooo
goooOoOoooOoOooooOooooo
oo

Social Sustainability — Supply
Chain Management
0000000o0oo0oooooo
O—00oooo
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oo oo ooooooo
B5.4 Description of practices used to promote | For more details, please refer to

environmentally preferable products
and services when selecting suppliers,
and how they are implemented and
monitored.
ooo0oo0o0oOo0oooOoOooOoO0oOooo
o0ooU0ooOoOooooOooooooo

Social Sustainability — Supply
Chain Management

goooDOooDoOoOooOOoOooooaOo

O0o—ooooao

B6 Product Responsibility
oooo

General Disclosure

Relating to health and safety, advertising,

For more details, please refer to

oooo labelling and privacy matters relating Social Sustainability — Product
to products and services provided and Responsibility
methods of redress: 0000000000 Oooooo
00o0o000o0oooO0ooooo0o0oU0OD |0—00oo
goooooooooOooooooo
(a) the policies; and
oooo
(b)compliance with relevant laws and
regulations that have a significant
impact on the issuer.
Oo0ooOUOOoOoUOoOoOUOUOOoOoOOoOO
Ooooooo
B6.1 Percentage of total products sold or For more details, please refer to
shipped subject to recalls for safety and Social Sustainability — Product
health reasons. Responsibility
gooooooO0o0o0o0oO0O0oO00OOO0OO0 (0DooOobo0ooOoooo0ooo
gooooooooo O—0ooao
B6.2 Number of products and service related For more details, please refer to
complaints received and how they are Social Sustainability — Product
dealt with. Responsibility
0oooO0o0oo0oooOO0OO0C00ODOO0OD0 |D0oDOoOU0OOoDOoOOOOo
0ooo O—0oooao
B6.3 Description of practices relating to For more details, please refer to
observing and protecting intellectual Social Sustainability — Product
property rights. Responsibility
000000000 o0OoOoooOooo 0000000oooooooo
O—0opooo
B6.4 Description of quality assurance process | For more details, please refer to
and recall procedures. Social Sustainability — Product
goooDoooooooboooood Responsibility
00000o0ooooooooo
O—0oooao
B6.5 Description of consumer data protection For more details, please refer to

and privacy policies, how they are
implemented and monitored.
goooooboboobuooooooo
ooooooooo

Social Sustainability — Product
Responsibility

goooooOoooooocooao

O—-0o0o0a0o
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ooooooao

B7  Anti-corruption
ogoaod

General Disclosure

Relating to bribery, extortion, fraud and

For more details, please refer

gooo money laundering: to Social Sustainability — Anti-
0000000000000 O0oOoOoOog | Corruption
(a) the policies; and goooooooooooooa
oooo 0O—000
(b)compliance with relevant laws and
regulations that have a significant
impact on the issuer.
ooooOoOooUoOooUOoUOOoOoOoO
Ooooooo
B7.1 Number of concluded legal cases For more details, please refer
regarding corrupt practices brought to Social Sustainability — Anti-
against the issuer or its employees Corruption
during the reporting period and the ooo0Doooooooooooan
outcomes of the cases. Oo—0o0o
g00o0o0o0o00ooO0o0oooooOooo
OoooooUooooooooooo
B7.2 Description of preventive measures and For more details, please refer
whistle-blowing procedures, how they are | to Social Sustainability — Anti-
implemented and monitored. Corruption
goooOoO0oOooooOO0OO0OO0OO00OD |DO0DDOOOODODODCOODOOO
oooooo 0O—000
B7.3 Description of anti-corruption training For more details, please refer

provided to directors and staff.
00000000 oooooOoooo

to Social Sustainability — Anti-
Corruption
00000o0oooooooooo
O—0o0o

B8 Community Investment
oooo

General Disclosure

Policies on community engagement to

For more details, please refer to

gooo understand the needs of the communities | Social Sustainability — Community
where the issuer operates and to ensure Investment
its activities take into consideration the goooooooooooooaa
communities’ interests. 0O—0ooono
00000oooOoooOooOoOoOooo
ooooooooooooooooo
oo

B8.1 Focus areas of contribution (e.g. For more details, please refer to
education, environmental concerns, Social Sustainability — Community
labour needs, health, culture, sport). Investment
000000 oooooooooo 00000ooooooooooo
Ooooooooooom O—0D00oo

B8.2 Resources contributed (e.g. money or For more details, please refer to

time) to the focus area.
gobobo0ooooOoooboooooOo

Social Sustainability — Community
Investment
gooDoooDooooooooao
0—oooo
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oo

The Board is pleased to present this annual report together with
the audited financial statements of the Group for the year ended 31
December 2021.

GLOBAL OFFERING

The Company was incorporated in the Cayman Islands on 18 May
2017 as an exempted company with limited liability. The Shares of
the Company were listed on the Main Board of the Stock Exchange
on 3 January 2019.

PRINCIPAL BUSINESSES AND ACTIVITIES

The Group is a leading comprehensive hazardous waste
incineration turnkey solution provider in China focused on the
research, design, integration and commissioning of solid waste
treatment systems, particularly for hazardous waste incineration.

A list of the Company’s principal subsidiaries as of 31 December
2021 and their particulars are set out in note 41 of the consolidated
financial statements.

BUSINESS REVIEW

A review of the business of the Group during the year and a
discussion on the Group’s future business development are
provided on page 8 of this annual report. An analysis of the Group’s
performance during the year using financial key performance
indicators is provided on pages 12 to 19 of this annual report.
Details of the capital structure of the Company is provided on page
19 of this annual report. Details of the significant capital investment
of the Group is provided on page 18 of this annual report.

In addition, information of the Company’s environmental policies and
performance can be found in environmental, social and governance
report of this annual report. The Company’s compliance with
relevant laws and regulations which have a significant impact on the
Group are provided in the section headed “Compliance with Laws
and Regulations” of this directors’ report.
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oo

RESULTS g

The consolidated results of the Group for the year ended 31 0O000o0oz0210120310 000000000
December 2021 are set out on pages 110 to 119 of this annual 0000011000 011900

report.

DIVIDEND POLICY ool

Subject to the Companies Law of the Cayman Islands and the g0oCO0Oooo0mbooooobooboood
memorandum and articles of association of the Company, the o0o0ooUooooooOoooooooooao
Company in general meeting may declare dividends in any currency ooooooooOooOooOoOoooooooo
but no dividends shall exceed the amount recommended by the

Board.

The Board may, before recommending any dividend, set aside out 0o0ooo0ooOooooO0ooDoDDOooOoOOoDOg
of the profits of the Company such sums as it thinks fit as a reserve 0oo0oDooDoooDoooDoDoOoOOoOOoOoad
or reserves which shall, at the discretion of the Board, be applicable oo0ooooooooDooooooooonoag
for meeting claims on or liabilities of the Company or contingencies go0ooooOoOoooooooooooood

or for paying off any loan capital or for equalizing dividends or for go0oooobOOoUoOoooooooobooood

any other purpose to which the profits of the Company may be goooooOOoDOoO0oOoDoDOooOOoOoboOoood
properly applied, and pending such application may, at the like g0odobO0odbOOoobODoOoOooDoOoOoooOod
discretion, either be employed in the business of the Company or oooCoooOoUoDpDOooOUDoOoOoOoDOoOO
be invested in such investments (including in the repurchase by ooooopmooooUoooDoDpDooOooao
the Company of its own securities or the giving of any financial dooo0oooooOoooooOoooDooog
assistance for the acquisition of its own securities) as the Board 0o000oDDDoOoOOoOO0O0O0OooOoooooag
may from time to time think fit, and so that it shall not be necessary oooooopoooooo

to keep any investments constituting the reserve or reserves
separate or distinct from any other investments of the Company. The
Board may also without placing the same to reserve, carry forward
any profits which it may think prudent not to distribute by way of

dividend.

FINAL DIVIDEND Ooood

The Board has resolved that no final dividend was declared for the gooooDoozo2101203100000000
year ended 31 December 2021. goooo

82 WEIGANG ENVIRONMENTAL TECHNOLOGY HOLDING GROUPLIMITED O O OO0 OO0 O OOOOO0OAO



DIRECTORS' REPORT
oo

CLOSURE OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from
Monday, 30 May 2022 to Thursday, 2 June 2022, both days
inclusive and during which during which period no transfer of share
will be effected. In order to be eligible to attend and vote at the
AGM, unregistered holders of shares of the Company shall ensure
that all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s share registrar,
Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than 4:30
pm on Friday, 27 May 2022.

SHARE CAPITAL

As at 31 December 2021, the authorised share capital of the
Company was HK$200,000,000, divided into 4,000,000,000 shares
of HK$0.05 each. Details of movements in the share capital of
the Company during the year 2021 are set out in note 32 to the
consolidated financial statements.

RESERVES
Details of movements in the reserves of the Company during the

year 2021 are set out in note 47 to the consolidated financial
statements on page 263 of this annual report.

DISTRIBUTABLE RESERVES
Details of movements in the reserves of the Company and the Group

during the year ended 31 December 2021 are set out on page 115
and page 263 of this annual report.

DONATIONS

During the year ended 31 December 2021, the Company and its
subsidiaries made no external donations.

BANK BORROWINGS AND OTHER BORROWINGS

Details of bank borrowings of the Company and its subsidiaries
as at 31 December 2021 are set out in note 31 to the consolidated
financial statements.
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oo

MAJOR CUSTOMERS AND SUPPLIERS ugogooooogan
The largest customers and the five largest customers of the Group go0oooOo0ooOoOoooooobooooood
accounted for approximately 11.3% and 48.5% respectively of the 20210120310 00 0 0 O U 11.3%0 48.5%0

Group’s revenue for the year ended 31 December 2021.

For the year ended 31 December 2021, the total amount of 0020210120310 000000000000

purchases made by the Group from the its five largest suppliers 0o0ooooooooooooeo3nononon
amounted to RMB90.3 million, and accounted for 25.1% of the 000000251% 000000000000
total purchases for the year. The amount of the purchases from the gooooooDoo30800000O0O000
largest supplier amounted to RMB30.8 million, and accounted for 8.6%0

8.6% of the total purchases for the year.

Save as disclosed above, during the year, to the knowledge of gooooOooOooDOobooOobDoOooood
the Directors, none of the Directors, their close associates, or goo0oooDoDOoCoDOOmOoOoooooood
Shareholders of the Company (which, to the knowledge of the ooo0s»wOO0oo0O0oOoOooOoooooood
Directors, owned more than 5% of the number of issued Shares oooooOoooooooooo

of the Company) had interests in the five largest suppliers or

customers of the Group.

PROPERTY, PLANT AND EQUIPMENT gdoooooao

Details of changes in property, plant and equipment of the Company oooooopooooOooooooooDoooo
are set out in note 14 to the Financial Statements. 00000140

DIRECTORS 0o

The Board currently consists of the following seven Directors: oooooooooOoOooOooo
Executive Directors oooo

Mr. CAl Zhuhua (Chairman and Chief Executive Officer) oooowooooooooo

Mr. DONG Honghui oooono

Mr. DENG Zhaoshan ooooo

Mr. GU Chunbin (appointed on 11 March 2021) 0000 oOozo210301100 000
Independent Non-executive Directors gopooood

Mr. YANG Zhifeng ooooo

Mr. JIANG Guoliang ooooo

Mr. FENG Tao good
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oo

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

The Board comprises of seven Directors in total. For details, please
refer to the section headed “Directors” above. There are three senior
management in total, including Ms. HUANG Ying, Mr. CUI Jinhong,
Mr. ZHENG Ziyuan.

Information about the details of the Directors and senior
management of the Company is set out in the section headed
“Directors and Senior Management”.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received an annual confirmation of independence
from each of the independent non-executive Directors pursuant to
Rule 3.13 of the Listing Rules, and considers all the independent
non-executive Directors to be independent.

SERVICE CONTRACTS OF DIRECTORS

The Company has entered into service contracts with all Directors
for a term of three years following each Director’'s respective
appointment date or until the third annual general meeting of
the Company since the Listing Date, whichever ends earlier, or
which shall be terminated pursuant to relevant terms of respective
contracts or letters of appointment.

None of the Directors proposed for re-election at the forthcoming
annual general meeting has entered into any service contract with
the Company or any of its subsidiaries which was not determinable
by the Company within one year without payment of compensation
(other than statutory compensation).
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DIRECTORS’ AND CONTROLLING
SHAREHOLDERS’ MATERIAL INTERESTS
IN TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS OF SIGNIFICANCE

Save for service contracts, there were no other transactions,
arrangements or contracts of significance in relation to the Group’s
business, to which the Company, its holding company, any of its
subsidiaries or fellow subsidiaries was a party and in which any of
the Directors, an entity connected with a Director, or the controlling
shareholders of the Company had a material interest, whether
directly or indirectly, as at the end of the year or at any time during
the Reporting Period.

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 Reporting Period.

INTERESTS OF DIRECTORS IN BUSINESSES
COMPETING WITH THE COMPANY

The Company has received confirmation letters from the Directors,
confirming that other than business of the Group, none of the
Directors holds any interest in business which directly or indirectly
competes or is likely to compete with the business of the Group.

INTERESTS AND SHORT POSITIONS OF

DIRECTORS AND CHIEF EXECUTIVES IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS

As at Latest Practicable Date, the interests and short positions of
the Directors and chief executive of the Company in the Shares,
underlying shares or debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the
SFO), which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including those taken or deemed as their interests and short
position in accordance with such provisions of the SFO), or which
were required, pursuant to section 352 of the SFO, to be entered in
the register kept by the Company referred to therein, or which were
required, pursuant to the Model Code, to be notified to the Company
and the Stock Exchange were as follows:

WEIGANG ENVIRONMENTAL TECHNOLOGY HOLDING GROUP LIMITED O O 0O 0O 0O O OO

voboodooooooboaaooooon
gogoood

ooooocooooocooooOobOoooOoond
ooboboooooooobOOobOOoOoOooboooo
oboooooooOoOoOoocOobOOooOoOOoOooOod
o0ooooOooooooOoO0ooooooooao
oooooooO0ooOoOoOoOoooooOooooao
oooooooooao

good

ooo0oO0o0O00000O00O00000000
ooooooooooOoooooooOoan

goooboooouoooboobao
g

oooooooO0oO0oOO0OO0OO0OO0O0O0000n
ooooo0o0o0oooOoooOooOO0oO0OO0O0O0oo0n
ooooo0oo0oO0O0O0O0O0O0O0OO0O0O0000

douoooboooooooooo
gogodoooobboboobbbadaan
god

oooooooooooooooooooboOoao
ooooooOooooOOoOOoOoOoOooOOaO0
000OoXvOooooOooooooooooao
000ooooooODOOoO00ogoXxvooroosod
oooDoooooOoOOoooooboooooood

oooooDoOooooooooooooooan

oooooo0oo0omooooooooooooao
03520 0000000000000000A0
jodoocoooOoobOoooOooooobOoooa
ooboobooooooooooona

gooooao



DIRECTORS' REPORT
oo

Long Position in Shares and underlying Shares oooopoocoooooo
Approximately
percentage of
Number of Number of the Company’s
ordinary shares underlying issued share
Name of Director Nature of interest Note held shares held capital
ooo
oooDoo oooad oooooo
oooo gooao oo oo goooo gooooo
Mr. CAl Zhuhua Interest in controlled corporation 664,418,000 — 49.83%
ooooo oooocboOoooo
Interest of spouse 1 — 3,933,338 0.29%
oooao
Mr. DONG Honghui  Beneficial owner o 3,933,338 0.29%
ooooao ooooo
Mr. DENG Zhaoshan Beneficial owner — 3,933,338 0.29%
ooooao ooooo
Mr. GU Chunbin Beneficial owner 2 — 1,333,335 0.10%
ooooao ooooo
Notes: ooo
1. Mr. CAl is the spouse of Ms. HUANG Ying. By virtue of the SFO, Mr. 1. go0o00oO0ooU0DooCUoOooooooooog
CAl is deemed to be interested in all the Shares in which Ms. HUANG JMOoo00D0O0o0oDO0oOooDOoDoUooOOoO
Ying is interested. goooooooo
2. Mr. GU Chunbin was appointed as an executive Director on 11 March 2. 0000002021030 110 0000000
2021. oo

Save as disclosed above, so far as the Directors are aware, as at dooD0O0O0DoDO0O00O0ooDOoOooDOoooooog

Latest Practicable Date, none of the Directors or chief executives oooo0ooooOo0oOooooooooooo
and their respective associates had any interest or short positions goDooooOoO0ooODOooDOhooOoooood
in the shares, underlying shares and debentures of the Company gooooxvOoooooooooooood
or its associated corporations (within the meaning of Part XV of the g@OoooooooOoDDbDOOo3200000d
SFO) (i) which will be required, pursuant to Section 352 of the SFO, O0DoOooDoODOoOOoO0ODOoOOoOOoDOooOgayg
to be recorded in the register kept by the Company, or (ii) which will QpD0ooU0oooooooooooooooao

be required to be notified to the Company and the Hong Kong Stock ooooooo

Exchange pursuant to the Model Code.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

So far as the Directors are aware, as at Latest Practicable Date, the
following person (other than the Directors and chief executives) had
interest or short positions in the shares of the Company which would
be required to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO or which will be required,
pursuant to Section 336 of the SFO, to be recorded in the register
kept by the Company:

Long Position in Shares and underlying Shares

Name of Director Nature of interest Notes
oooo oooo oo
WeiGang Technology Beneficial owner 1
oooo ooooog
Weigang Green Interest in controlled corporation 1
oooo ooooooooo
Mr. CAI Interest in controlled corporation 1
ooo ooooooooo
Interest of spouse 2
oooo
Ms. HUANG Interest of spouse &
ooo oooo
Beneficial owner 3
ooooo
DHW Holdings Beneficial owner 4
opoooo ooooo
Mr. ZHANG Weiyang Interest in controlled corporation 4
ooooo O00ooooooo
Beneficial owner 4
ooooog
Ms. ZHOU Wenying Interest of spouse O]
ooooo oooo
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Number
of ordinary
shares held

ooooad

oo

664,418,000

664,418,000

664,418,000

664,418,000

191,671,000

191,671,000

46,710,000

238,381,000

Number
of underlying
shares held

ogooaod
oooo

3,933,338

3,933,338

gooooao

Approximately
percentage of
the Company’s
issued share
capital

ooo
oooooao
ooooo
49.83%
49.83%
49.83%

0.29%

49.83%

0.29%

14.38%

14.38%

3.50%

17.88%
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Notes:

1. WeiGang Technology is wholly owned by Weigang Green which
is in turn wholly owned by Mr. CAl. Mr. CAl and Weigang Green
are deemed to be interested in all the Shares held by WeiGang
Technology under the SFO.

2. Mr. CAl is the spouse of Ms. HUANG. By virtue of the SFO, Mr. CAI
is deemed to be interested in all the Shares in which Ms. HUANG is
interested.

3. Ms. HUANG is the spouse of Mr. CAl. By virtue of the SFO, Ms.
HUANG is deemed to interested in all the Shares in the Shares in
which Mr. CAl is interested.

4. DHW Holdings is wholly owned by Mr. ZHANG Weiyang (“Mr.
ZHANG”). Mr. ZHANG is deemed to be interested in all the Shares
held by DHW Holdings under the SFO.

5t Ms. ZHOU Wenying is the spouse of Mr. ZHANG. By virtue of the SFO,
Ms. ZHOU Wenying is deemed to be interested in all the Shares in
which Mr. ZHANG is interested.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, no rights to
acquire benefits by means of the acquisition of shares in or
debentures of the Company were granted to any Directors 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 for the Reporting Period.

PERMITTED INDEMNITY PROVISION

The Company has maintained appropriate liability insurance for
its Directors and senior management. The permitted indemnity
provisions are set out in such liability insurance.
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PRE-IPO SHARE OPTION SCHEME gbobogboogoboodan

In order to incentivize the Directors, senior management, connected 00oodOooooOoobooooboooooood
persons and other grantees for their contribution to the Group and gooodoDoOOoO0oDOOooooooboobooodg
to attract and retain suitable personnel to the Group, the Company O00o0OO00oO0O0ooOoo2o0180120100 000
adopted the Pre-IPO Share Option Scheme on 10 December 2018. oooooUoooopoUoDoDoooooooao
Subject to the terms of the Pre-IPO Share Option Scheme, the 00oDoDoDoDoDo0O0oooooooooooag
Pre-IPO Share Option Scheme shall be valid and effective for the goo020180 12010000 0000000
period commencing on the 10 December 2018 (the “Adoption Date”) gooooOoooOoOopDoooooooooo
and ending on the tenth anniversary of the Adoption Date. The term 0o0o0oooooDooooooooooooag
of this scheme are not subject to the provisions of Chapter 17 of the 0oo0onoDooDoooooooOoOooOon01700O0
Listing Rules as this scheme will not involve the grant of options by ooooo

the Company to subscribe for shares subsequent to the Listing of

the Company.

Details of the Options Granted under the pre-IPO Share Option gooooooooOoOoooDOoobooood
Scheme O

As at the 31 December 2021, the total number of outstanding share 0202101203100 00 000000000

options was 40,000,050, representing approximately 3.1% of the 040,000,000 0000 0000CODODODOO
issued share capital of the Company. No such provision regarding 31%0 00 0000000000000 0O0
maximum entitlement of each participant under the Pre-IPO Share ooooooooooooo

Option Scheme.

The details below set out the movement of the Share options goooobDoOooDoDoDoOoooooood
granted under Pre-IPO Share Option Scheme during the year: gooooooooog

During the reporting period

goooag
Balance as at Balance as at  Exercise price Option
Grantee 01/01/2021 Exercised Cancelled Lapsed 31/12/2021 per share period
020210 020210
goo 1010000 ooao goao 000 120310000 goooao googno
(HK$)
oooo
Directors
oo
DONG Honghui 3,933,338 — o o 3,933,338 0.23 03/01/2021-
oono 29/04/2027
DENG Zhaoshan 3,933,338 — — — 3,933,338 0.23 03/01/2021-
ooo 29/04/2027
GU Chunbin 1,333,335 — — — 1,333,335 0.23 03/01/2021-
goo 29/04/2027
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During the reporting period

ooooao
Balance as at
Grantee 01/01/2021 Exercised Cancelled
020210
goa 1010000 ooo goo
Employees
oo
HUANG Ying 3,933,338 — —
(wife of Mr. CAI
Zhuhua)
goooooooa
ooad
27 other employees 28,813,370 — 1,946,669
2ioo0ooad
Total 41,946,719 — 1,946,669
od

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the knowledge of the Directors, the Company has maintained
a public float of no less than 25% of the issued shares as at the date
of this annual report, which was in line with the requirement under
the Listing Rules.

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

Neither the Company nor any member of the Group has purchased,
sold or redeemed any of the Company’s shares during the period
under review.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Memorandum
and Articles of Association or the laws of the Cayman Islands that
would oblige the Company to offer new shares on a pro rata basis to
existing Shareholders.

Balance as at  Exercise price Option
Lapsed 31/12/2021 per share period
020210
000 120310000 goooo goooo
(HK$)
oooo
— 3,933,338 0.23 03/01/2021-
29/04/2027
— 26,866,701 0.23 03/01/2021-
29/04/2027

= 40,000,050

oogooood
ooooooooobOOoooOooOoooOoooa

000000000000 00000025%0
0000000 DboO0000ooDooOoOO
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EMPLOYEES, REMUNERATION AND PENSION
SCHEME

A remuneration committee was set up for reviewing the Group’s
emolument policy and structure for all remuneration of the Directors
and senior management of the Group, having regard to the
Group’s operating results, individual performance of the Directors
and senior management and comparable market practices. The
Company offers the executive Directors and senior management,
as its employees, with remuneration in the form of salaries,
allowances, benefits in kind, performance-related bonuses, share
based payments, pensions, and other social insurance benefits.
Non-executive Directors and Independent non-executive Directors
receive compensation according to their duties (including serving
as members or chairmen of the Board committees).

Remuneration of Directors is determined based on their roles and
duties and with reference to the market conditions, the Company’s
remuneration policy and the prevailing market conditions, subject
to the approval of the shareholders general meeting. Details of
remuneration of Directors and the five highest paid individuals of the
Company during the Reporting Period are set out in Note 11 to the
Financial Statements.

REMUNERATION OF DIRECTORS AND FIVE
INDIVIDUALS WITH HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and five highest paid

individuals are set out in note 11 to the consolidated financial
statements.

CONTINGENT LIABILITIES

As at 31 December 2021, the Group had no material contingent
liabilities.
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NON-COMPETITION UNDERTAKING

Each of the Controlling Shareholders, namely Mr. CAIl, Weigang
Green and WeiGang Technology, has executed a deed of
non-competition on 10 December 2018 pursuant to which they have
irrevocably and unconditionally undertaken to the Company (for the
Company itself and on behalf of the members of the Group) that,
during the period that the Non-Competition Deed remains effective,
he/it/she shall not, and shall procure that his/its/her close associates
(other than any member of the Company) shall not, directly or
indirectly, develop, acquire, participate in, hold any right or interest
or invest in or engage in, render any services for or otherwise
be involved in any business in competition with or likely to be in
competition with the existing business activities of the Company
in the PRC or any other area in which the Company carries on
business. The Company shall seek opinion and decision from
the independent non-executive Directors who are responsible for
reviewing and determining whether to accept or decline such new
business opportunity provided by Controlling Shareholders or its
associates. The details of the Deed of Non-competition have been
disclosed in the Prospectus under the section headed “Relationship
with Controlling Shareholders”.

The independent non-executive Directors have reviewed the
Non-Competition Deed and had determined that neither Mr. CAI,
Weigang Green and WeiGang Technology has been in breach of the
Non-Competition Deed during the Reporting Period.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is committed to maintaining and promoting stringent
corporate governance. The principle of the Company’s corporate
governance is to promote effective internal control measures,
uphold a high standard of ethics, transparency, responsibility and
integrity in all aspects of business, to ensure that its business and
operations are conducted in accordance with applicable laws and
regulations and to enhance the transparency and accountability of
the Board to all shareholders.

The Company has complied with the applicable code provisions
of the Corporate Governance Code (the “CG Code”) as set out in
Appendix 14 to the Listing Rules during the Reporting Period except
from the deviation from the Code Provision C.2.1 of the CG Code.
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Under code provision C.2.1 of the CG Code provides that the roles
of chairman and chief executive should be separate and should not
be performed by the same individual. Mr. Cai Zhuhua serves as
chairman as well as chief executive officer of the Company and this
dual role leadership has been in practice by the Company since
2009. Such deviation is deemed appropriate as it is considered
to be more efficient to have one single person to be chairman of
the Company as well as to discharge the executive functions of
a chief executive thereby enabling more effective planning and
better execution of long-term strategies. The Board believes that
the balance of power and authority is adequately ensured by
the operations and governance of the Board which comprises
experienced and high calibre individuals. The Company will review
the current structure when and as it becomes appropriate.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as the code of conduct
regarding Directors’ dealings in the securities of the Company.

Having made specific enquiry of all the Directors, each Director
confirmed that he/she had complied with the required standards set
out in the Model Code during the reporting period. The Board has
also established written guidelines to regulate dealings by relevant
employees who are likely to be in possession of inside information of
the Company in respect of securities in the Company as referred to
in code provision C.1.3 of the CG Code.

AUDITORS

The consolidated financial statements of the Group for the year
ended 31 December 2021 have been audited by Baker Tilly Hong
Kong Limited, certified public accountants. Baker Tilly Hong
Kong Limited will retire and, being eligible, offer themselves for
re-appointment. A resolution for their re-appointment as auditor of
the Company will be proposed at the AGM.

Baker Tilly Hong Kong Limited has been appointed as the auditors
of the Company following the annual general meeting of the
Company on 5 June 2019 to fill the vacancy from the retirement of
the previous auditors. Details of the change of auditors were set out
in the Company’s announcements dated 26 April 2019 and 9 May
2019.
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CONNECTED TRANSACTIONS

During the Period, the Group conducted the following transaction
which constituted a connected transaction for the Company under
the Listing Rules.

On 21 June 2021, Guangzhou Weigang Environmental Protection
Technology Limited (the “Seller”), Mr. Zhu Xinwei (the “Buyer”)
and Mr. Tian Yixin (“Mr. Tian”) entered into an agreement (the
“Agreement”) in relation to a disposal, pursuant to which the
Seller had agreed to sell, and the Buyer had agreed to purchase,
51% equity interest in Xinjiang Wosen Environmental Protection
Technology Limited (the “Target Company”) for a consideration of
RMB5.1 million (the “Consideration”) (the “Disposal”).

The Target Company is owned as to 51% by the Seller and as to
49% by the Buyer.

Xinjiang Tiansheng Xinhong Environmental Protection Co., Ltd.
(“Xinjiang Tiansheng”), an indirect subsidiary of the Company,
is owned as to 60% by the Group and as to 40% by Karamay
Chengfeng Technology Company Limited (“Chengfeng
Technology”), which is in turn owned as to 95% by Mr. Tian. Mr. Tian
is a substantial shareholder and a director of Xinjiang Tiansheng
and therefore, a connected person of the Company.

The Consideration was determined after arm’s length negotiations
between the parties with reference to the owners’ equity of the
Target Company as at 30 April 2021.

There were certain amounts due from Mr. Tian to the Buyer.
Pursuant to the Agreement, Mr. Tian agreed to pay the
Consideration on behalf of the Buyer in order to settle his
indebtedness owed to the Buyer.

To secure the obligations of Mr. Tian to pay the Consideration
in accordance with the Agreement, Mr. Tian agreed to procure
Chengfeng Technology to pledge 30% of the equity interests in
Xinjiang Tiansheng in favor of the Seller.

The payment arrangement of the Consideration under the
Agreement would constitute financial assistance provided by
the Group to Mr. Tian and thus a connected transaction of the
Company.
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As the Target Company and the Xinjiang Tiansheng are located in
the same areas with similar business natures, the Board considered
that the positioning of Xinjiang Tiansheng and the Target Company
within the Group may duplicate. Accordingly, the Group plans
to dispose its interests in the Target Company and reallocate its
resources to Xinjiang Tiansheng. The Directors (including the
independent non-executive Directors) consider that the Disposal,
the payment arrangement of the Consideration and other terms and
conditions of the Agreement have been made on normal commercial
terms and are fair and reasonable and is in the interest of the
Company and its Shareholders as a whole.

Further details of the aforementioned connected transaction is set
out in the announcement of the Company dated 21 June 2021.

Saved as disclosed above, the Group did not enter into any
other connected transactions which should comply with the
reporting, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

For certain material related party transactions disclosed in note 38
to the Financial Statements which were also connected transactions
under Chapter 14A of the Listing Rules of the Company, the
Company had made disclosure as required under the Listing Rules.

SIGNIFICANT LEGAL PROCEEDINGS

During the year, the Company was not engaged in any litigation
or arbitration of material importance and no litigation or claim of
material importance is known to the Directors to be pending or
threatened against the Company.
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COMPLIANCE WITH LAWS AND REGULATIONS

The Group has allocated system and staff resources to ensure
ongoing compliance with rules and regulations and to maintain
well relationships with regulators effectively through effective
communications. During the year, the Group has complied, to the
best of our knowledge, with all relevant rules and regulations that
have a significant impact on the Company.

By order of the Board
Weigang Environmental Technology Holding Group Limited

CAl Zhuhua
Chairman

PRC

24 March 2022
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Independent auditor’s report to the shareholders of
Weigang Environmental Technology Holding Group Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Weigang
Environmental Technology Holding Group Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out
on pages 110 to 263, which comprise the consolidated statement
of financial position as at 31 December 2021, the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2021, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs”) issued
by the International Accounting Standards Board (“IASB”) and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”). Our responsibilities
under those standards are further described in the Auditor’'s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these
matters.
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KEY AUDIT MATTERS (continued)

Key Audit Matter
oooooao

How our audit addressed the key audit matter
gooboboobooCoOooobooooboo

Recognition of revenue on contracts with customers for hazardous waste incineration solutions services
ooooooooooooooooooooooooononon

We identified the recognition of revenue from contracts
with customers for hazardous waste incineration solutions
services as key audit matter due to its significance to
the consolidated statement of profit or loss and other
comprehensive income and the determination of the
timing and recognition involved significant management
judgement.

0000000 o00O0OO0O0OO0DOO0OoOO0ODODODOO0OO0On
0000000000000 O0O00DDO0DO0DO0oOoOoO0oOoOo
000000000000 0DO0OooD0DoD0ooooooOo
0O0o00oCo0oooooooo

As set out in Note 6 to the consolidated financial
statements, the Group has recognised revenue from
hazardous waste incineration solutions services
amounting to RMB491,832,000 for the year ended 31
December 2021.
0000000 DOO0OO0ed O OO0 0202101203100
000 ODO00O0O0oOO0O0DOoO0ooOoooooooOooo
000000 0491,832,0000 O

Our audit procedures in relation to the recognition of
revenue on contracts with customers for hazardous waste
incineration solutions services included:
0o00o0o0oODoOo0DoDoDO0DOooODoODOoDoDoooooo
gooooOooOooOooOooOooo

. Obtaining an understanding of the revenue
business process and the key controls over revenue
recognition performed by the management;

- 0000000000 O0ODOoDOoOoOooDoOooOoooano
oooo

. On a sample selection basis, agreeing the contract
sum to signed contracts;
. O00o0oo0O0ooDO0oO0ooDO0ooooOoooooo

. On a sample selection basis, agreeing the
estimated total contract costs to signed
contracts, visiting selected construction sites and
interviewing project managers for the progress
of the construction work and evaluating the
reasonableness of estimated total contract costs
prepared by management by performing gross
margin analysis and comparing the actual outcome
of completed projects against management’s
estimation of total contract costs;

- goOooDoOoOoOooOooooooboooooo
goboooboooboooboboobobooo
ooooOooOoooooOoOoooOooDoOoooOoo
Oo0o00o0o0ooo0oO0O0ooOooooOooooao
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KEY AUDIT MATTERS (continued)

Key Audit Matter
oooooo

oooobUooo

How our audit addressed the key audit matter
0000000000 0oDOoO0oO0ooooao

Recognition of revenue on contracts with customers for hazardous waste incineration solutions services

(continued)

ooooooooooooooooooooooonoonoonn

The accounting policies and estimation uncertainty in
relation to revenue from hazardous waste incineration
solutions services are set out in Notes 3 and 4
respectively to the consolidated financial statements.
The Group recognised revenue from hazardous waste
incineration solutions services over time by using the
input method, with reference to the estimated total
contract costs.
gobobOoocobOoOoO0oOoOoooobbooocbbbooono
oo0oooO0ooOO0oO0DoDOoO0ooOoOoOO0ooOoOOos3040 O
ooo0o0o0OopDoDoOoOooODOoDOooOOoooDooOooOoo
ooopoooOooOoOooOooooooooo

Tracing, on a sample selection basis, the contract
costs incurred for work performed during the year to
supporting documents;
go0oDoOooooboOoObooooboobooboono
gooooog

Arranging confirmations to selected customers
by agreeing the contract amount, the progress
billings issued to customers, and relevant balance
of trade and note receivables, and assessing the
reasonableness of the percentage of completion
of the corresponding contracts based on the
confirmed information;
go0o0oO00DOOO0DOO00O0oOooDoOoboooooao
gooooo0oDbOOoOO0oO0O0ODbDOoOO0oOoOooobobooo
goODoOooooboOobobooboboobooooooo
gooobOooooooo

Performing alternative procedures for the
unreturned confirmation by tracing to the relevant
supporting documents, and assessing the
reasonableness of the percentage of completion of
the corresponding contract based on the supporting
documents; and

0000000000 DbOOoOOoO0oobOboOoOoOOoD
go0Do0DO0DbOO0oO0O0OOO0DDbOOoDOoDbODbOoOOoDOoD
goo0o0ooboOooooo

Recalculating the percentage of completion based
on the proportion that contract costs incurred for
work performed to date relative to the estimated
total contract costs.
oooooooO0oOooOooOoooooOooooo
ooooOoooooOoOoOoOooOoooO
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KEY AUDIT MATTERS (continued)

Key Audit Matter
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How our audit addressed the key audit matter
0000000000 0oDoO0oooooaOo

Estimated impairment of trade receivables and contract assets

ooooooooooooooono

We identified the estimated impairment of trade
receivables and contract assets as a key audit matter
due to their significance to the consolidated statement
of financial position and the involvement of management
judgement in evaluating the expected credit losses
(“ECL") of trade receivables and contract assets at the
end of the reporting period. As at 31 December 2021, the
Group had trade receivables and contract assets, with
carrying amount of approximately RMB162,601,000 and
RMB249,061,000 in Notes 22 and 24 to the consolidated
financial statements respectively, amounting to
approximately RMB411,662,000 in aggregate.
Ooo000o000O0DO0ooOoOoOoOoOOOOOOOOOO
gDo00O00O000O0ODOO0OO0OO0OO0O0oooboDboDbDOooD
go0o0o00obO0O00oO0DOoOoOooOboOoOoooooooo
OODOO0OO0O00D0202101203100 OOOOOOO
g0DOD0OO0O0O0OOObDOOODbODOO0O00O0OO162,601,0000
0000249,061,0000 0 000000 0OO220 2400
00000D411,662,0000 O

Our audit procedures in relation to the estimated
impairment of trade receivables and contract assets
included:
goobO0OO0o0ODODOOOoObOOoOoOooOooODbDOOoooOoo
Oooo

. Obtaining an understanding of management’s
process of assessing the ECL of trade receivables
and contract assets;

. ooooooooOOoOoOoooOoooooooOoo
ooooooo

Obtaining management’'s assessment on the
collectability of individual trade receivables, and
contract assets, and corroborated management’s
assessment against relevant supporting evidence,
including subsequent settlements and credit history
of these customers;

- gooodooboboooooboooooono
goooooboooobooDoooooboobo
goooddobobooooooobo

. Assessing the appropriateness of the Group’s
grouping for those trade receivables and contact
assets that were not assessed individually by
considering the credit risk;

- goDoOOo000OO0OO00Db0 ObODOOoObOOoOOoOoOooOao
gooDoobOOoOOoODOoOoobODbOoODOOoo

. Evaluating the reasonableness of the default rates
of different groups by considering the actual losses
recorded during the prior and current financial
years;

. ooo0ooooOoooOOoOooOOoOoDOoOoooOooo
Oooooooooooo
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KEY AUDIT MATTERS (continued)

Key Audit Matter
oooooo
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How our audit addressed the key audit matter
0000000000 0oDOoO0oO0ooooao

Estimated impairment of trade receivables and contract assets (continued)

oooooooooooooonoonn

Management collectively assessed expected credit
losses taking into account of the nature of customers, the
aging analysis and historical bad debt losses incurred
in respect of those group of customers. Expected credit
losses are estimated by grouping the remaining trade
receivables based on shared credit risk characteristics
and collectively assessed for likelihood of recovery. The
historical loss rates are adjusted to reflect current and
forward-looking information affecting the ability of the
customers to settle the receivables.
Oo0o0o0o00ooO0ooooO0ooOoOoOC0O0O0OoDOooDoooon
oo0ooo0o0ooOooooOoOoODOOOOOOODOOO
ooooooOoOOOOOOOOODOOOOODOOOOO
00000000 bOO0oDOO0oODObOO0oOoO0oooDooooD
Jo00o0DbOOo0oo0oooobObObO0oooOobDbOOoOOoOoo

As disclosed in Notes 22 and 24 to the consolidated
financial statements, the impairment loss of the Group on
trade receivables and contract assets as at 31 December
2021 amounted to RMB7,914,000 and RMB8,995,000
respectively.

000000000 02202400 00 0O0O0O0O20210
120310000 000000000000 OCDOOOOa0
0 0 7914,0000 O O O O 8,995,0000 O

Assessing the reasonableness of management’s
loss allowance estimates by examining the
information used by management to form such
judgements, including testing the accuracy of the
historical default data and evaluating whether the
historical loss rates are appropriately adjusted
based on current economic conditions and
forward-looking information;
goodbdooooooobooobbooooooo
gooooooObOOoOooooobobboboobao
goo0oO0o0oDoOoO0oooOoooooomooon
oooooooOoooooo

Checking the subsequent settlements of trade
receivables, by inspecting supporting documents
in relation to cash receipt from trade debtors
subsequent to the end of the current reporting
period and challenging management regarding their
reasons for not considering a provision against any
unsettled past-due balances; and
goob0ooboboooobobbooboobobooo
gbooboOOoOoobObOoboboboboooobobooo
oooooooOoooO0ooOoOoOoooOoOoooon
Oo0ooooooo

Evaluating the appropriateness of the disclosures
in respect of the credit risk and impairment
assessment of trade receivables and contract
assets in the consolidated financial statements.
godoooboooooooobooboboooano
goooboooOob0ooooooooboo
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KEY AUDIT MATTERS (continued)

Key Audit Matter
oooooo

Impairment of goodwill
oooo

We identified the impairment of goodwill as a key audit
matter due to the judgment and estimation involved in
determining the recoverable amount which was prepared
and used by the management in considering impairment
of goodwill.
gobooboooooobobuoooobuoobooboooooo
gobodoobob0oooooooooboooooooo
ooo

Impairment of goodwill is assessed by the management
by comparing the recoverable amount and carrying
amount of the relevant cash-generating units at the
end of the reporting period. The recoverable amount
is determined based on the value in use of which the
calculation involved significant assumptions such as
discount rate and the forecasts of future revenue growth
rates, gross margins and terminal growth rate used in the
estimated future cash flow.
gbOooooobouoouobooboooobooooo
gobobooooobobooooboobboooobooo
godocoobobobOooocobobobOoooooooboooo
gooooboboobobobooooboooobbooo
0oo

As disclosed in Note 18 to the consolidated financial
statements, the Group reported goodwill in oilfield
auxiliary services business with a carrying amount of
RMB18,277,000 as at 31 December 2021.
OO000000O000O1800 00 0O0O0O0O20210120
3000000000018, 277000000000 OOO
gooogao

Details of the related key estimation uncertainty are set
out in Note 4 to the consolidated financial statements.
000000 O0oLO0O0DO0oOoOoooUUoOoOoOoooOoO
40
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How our audit addressed the key audit matter
0000000000 0oDoO0oooooaOo

Our procedures in relation to management’s impairment
assessment of goodwill included:
0000000000 DOOoOOoOoOoooOooOoo

. Understanding the Group’s key control over the
management’s impairment assessment on goodwill;
. OO0 OOO0O0DO0oOoO0DOoooOO0OOooOooooOoo

goooo

. Obtaining the future cash flow analysis prepared
by the management and checking its mathematical
accuracy;

. 0O00000oO0oo0oO00o0oO0oooooooooog
oooo

. Reviewing the valuation report prepared by the

independent professional valuer not connected with
the Group, checking its mathematical accuracy
and assessing the objectivity, competency and
capability of the valuer;

. 000 OOOO0oooOoooooooooooo
oooooOoooooOOoOooooOoOoooooo
ooooocooooo

. Evaluating the discount rate used in the discounted
cash flow model, by comparing with the industry
practice;

. goooOooOoooOoooOooOOOooooDOOooaOo
oooooooo

2021 ANNUAL REPORT £ %}

103



INDEPENDENT AUDITOR'S REPORT
Ooooood

KEY AUDIT MATTERS (continued) oo Uooo
Key Audit Matter How our audit addressed the key audit matter
oooooao 00000000 OoOOO0oO0obOOoOoooboOo

Impairment of goodwill (continued)
ooooooo

. Evaluating the key assumptions used in the
estimated future cash flow, including the forecasts
of future revenue growth rates, gross margins and
terminal growth rate by comparing with the historical
performance and future strategic plan of the Group
in respect of the cash-generating units;

- o000 OooobOobooooooobooboooo
gooDoOoOOoOOoOooboobooboboobooooooo
goOoooobooooooooboboboobooo
oooo

. Assessing management’s sensitivity analysis for
the key assumptions, to ascertain the extent to
which adverse changes, either individually or
in aggregate, would result in the impairment of
goodwill;

- goOo0o00ooooooboooooooboobo
gooooooooobbobobbboo

. Performing a retrospective review on the consistency
of the methodology adopted in the previous years
and inquiring with the management for the reasons
for changes, if any; and

. 00000000 O0O0DDOoOO0ooDoooooog
000000000000 ooog

. Evaluating the adequacy of the Group’s disclosures

regarding the goodwill impairment testing.
. 00000000000 O0ooOooOooOoooan

104 WEIGANG ENVIRONMENTAL TECHNOLOGY HOLDING GROUPLIMITED O 0 0 0O DO O0OOOODOO



INDEPENDENT AUDITOR'S REPORT

Juooobobd

KEY AUDIT MATTERS (continued)

Key Audit Matter
oooooo

Oo00o000Oooo

How our audit addressed the key audit matter
0000000000 0oDoO0oooooaOo

Impairment assessment of property, plant and equipment, intangible assets and right-of-use assets

ooooooooooooooooooononnn

The carrying values of property, plant and equipment,
intangible assets and right-of-use assets as at 31
December 2021 were allocated to the cash-generating
units (“CGUSs”) to which they belong. As at 31 December
2021, the carrying amount of property, plant and
equipment, intangible assets and right-of-use assets
was approximately RMB168,782,000, RMB19,966,000
and RMBY9,322,000, respectively. In view of the losses
sustained by the Group during the current year,
management considered that indicators of impairment
of property, plant and equipment, intangible assets and
right-of-use assets existed as at 31 December 2021.
020210120310 0000000000000 0000O
J0000ODOO00OO0ODOO0OO0OO0OO0O0OOoODDOOO0oO0O0O0oDoDmo
0000000 0202101203100 ODOODOOOODO
goobOOoO0obODbOOO0OO0oOoODbOoOoOobDOoOobDoooo
[0 168,782,0000 O O O019,966,0000 O O O O 9,322,000
goo0d Obobboboobobobuobooooooo
20210120310 0 0 0 000 000000 DOO0oDOO
goooooooooo

In assessing whether impairment existed at the reporting
date, management determined the recoverable amounts
of the smallest cash-generating units to which these
assets were allocated. The recoverable amount of a CGU
is the greater of its value in use and the fair value less
costs of disposal of the related assets.
godd0o0d0oOdoOobOboooobooooobbooooo
goooOoOooobOO0ooboOOobooobobobooooo
goboobbooooboobooobobooboooo
gooooooo

When it is determined that indicators of impairment of a
CGU exist, management assesses the value in use of the
CGU by preparing a discounted cash flow forecast and
that value in use is compared with the carrying value of
the CGU to determine if any impairment is required.
00000 0ODOOOO0O0OO0oOoDO0o0oOoOoobODooOoaDo
gooOOoODODOO0OO0OO0ODbDO0OO0oO0oO0oDbOOoOoOoboooDoOoD
goobO0O00oO0oO0obOooboboboooooooobooo
gooogo

Our audit procedures in relation to the impairment
assessment of property, plant and equipment included:
OO0O00D0OO0O0ODDOO00O0DO0ODODOoOOoOOo0O0OoDOooOOoooOoag

. Obtaining an understanding of the Group’s policies
and procedures to identify impairment indicators
of property, plant and equipment, intangible assets
and right-of-use assets;

. 00 OO0O0ooO0ooOoOooooooOoooOoOoo
ooooooo

. Evaluating management’s identification of
impairment indicators, if any, with reference to the
internal sources and external sources of information;

. 0000000000 o0DODOooDOooDoOOooOoonano
00000000 Oooooon

. Assessing and challenging management’s
impairment assessment model. This included
evaluating the discounted cash flow forecasts for
each CGU where an indicator of impairment was
identified and comparing the resultant value in use
with the carrying values of the relevant assets and
considering whether impairment or a reversal of
past impairment was required;

- 0oDo0D0DDO0oO0DO0o0O0ODOOoDO0O0OOoDDbOOoObODODOD
goODoOO0O0OO0OO0DbODoOOoOoODoDbDDbOOOoODDbDDbODOD
go0o0bOO0O0bODOOOoOO0oOoooobbooboOoo
goOooOOobObOOoOoODbOOOOoOOooboboooo
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Key Audit Matter How our audit addressed the key audit matter
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Impairment assessment of property, plant and equipment, intangible assets and right-of-use assets (continued)

ooooooooooooooooooononnoion

Assessing the value in use of a CGU is complex and
requires management to make a number of judgemental
assumptions, particularly relating to the revenue growth
rates (which drives future production levels) and future
gross margins.

o000 0o0ooooooooboboooooooooa .
god00b00oD0o0obOD0obobobommmoooboobao
o oboooooooooo

We identified the valuation of property, plant and e
equipment, intangible assets and right-of-use assets

as a key audit matter because determining the level

of impairment, if any, involves a significant degree of <
management judgement in forecasting future cash flows
and estimating the value in use of these assets both of
which are inherently uncertain and may be subject to -
management bias.
goooobooooooobbooooooboooono
gbddboouooobooboouoboooobooo o
gbOoobOooboooboooobooooboobooboo
gooooOOoOoobOboooooboobbobobooo -
gooooobooobobooao

Comparing the most significant inputs used in
the discounted cash flow forecasts, including the
revenue growth rates and future gross margins,
with the historical performance of each CGU and
management’s budgets and forecasts;
godbobooboooobUooobuooobuooooo
gddoboooooooboOoboboooobooo
goooobbobboboboo

Evaluating the discount rates used in the cash flow
forecasts by benchmarking against other similar
companies in the same industry;
000000000000 oOoOoooooooo
go0oo0oODoOO0oO0ooooooo

Performing sensitivity analysis for the key
assumptions and considering the resulting impact
on the impairment assessment for the year and
whether there were any indicators of management
bias; and
ooooopoOooO0ooOOooOOoOoooCocoOooOoo
ooooooO0ooOoOooOoOOoOooOOoOooOOoOooo

Considering the disclosures in the consolidated
financial statements in respect of impairment
testing of property, plant and equipment, intangible
assets and right-of-use assets, including the key
assumptions and sensitivities to changes in such
assumptions, with reference to the requirements of
the prevailing accounting standards.
goOoooooooobboooobobboooo
gooooobooobooooboooooooboo
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The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the consolidated
financial statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with IFRSs issued by the IASB and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the
directors either intend to liquidate the Group or to cease operations,
or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Group'’s financial reporting process.
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Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

. Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

. Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’'s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.
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. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence and, where applicable, actions taken to eliminate
threats or safeguard applied.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor's report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement director on the audit resulting in this independent
auditor’s report is Chan Sai Ho.

Baker Tilly Hong Kong Limited
Certified Public Accountants
Hong Kong, 24 March 2022

Chan Sai Ho
Practising certificate number P07705
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
Jooooooododnd

For the year ended 31 December 2021 00 (0 20210 1200 310 0O 0O O
(Expressed in RenminbiZ 0 0 0000 OO

2021 2020
20210 20200

Note RMB’000 RMB’000
oo ooooo ooooo
Revenue 0oo 56 561,700 536,811
Cost of services oooo (484,786) (453,929)
Gross profit ood 76,914 82,882
Other income, gains and losses oo0oooooooo 7 1,787 7,484
Administrative expenses oooo (54,441) (55,483)
Distribution and selling expenses ooooooo (2,141) (2,481)
Impairment loss and write-off of trade oooooooooooo
receivables, other receivables and ooooooOooooO
contract assets, net of reversal 0o (8,676) (15,449)
Other expenses oooo (21,258) (21,890)
Share of results of an associate ooooooooan (118) (953)
Finance costs goooo 8 (2,551) (2,429)
Loss before tax oooo 10 (10,484) (8,319)
Income tax credit ooooo 9 1,639 949
Loss for the year oooo (8,845) (7,370)
Other comprehensive expense oooooo
Items that will not be reclassified to profit [0 00000 0000
or loss: ooo
Fair value loss on equity instrument at 0Oo0oooocoooooo
fair value through other comprehensive oooooooocoo
income oooooo (572) (950)
Income tax relating to items that willnotbe OO0 OO0 OO O0O0OOO
reclassified to profit or loss oooooooan 143 237
(429) (713)
Total comprehensive expense goooooooan
for the year (9,274) (8,083)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
Jooooooododnd

For the year ended 31 December 2021 [0 (0 20210 1200 310 0O 0O O
(Expressed in RenminbiJ 0 0 0000 OO

2021 2020
20210 20200

Note RMB’000 RMB’000
oo ooooo ooooo
(Loss)/profit for the year attributableto: 0000000000 O D
ooo
— Owners of the Company —o0ooooo (12,412) (10,929)
— Non-controlling interests —0ooono 3,567 3,559
(8,845) (7,370)
Total comprehensive (expense)/income 0000000000
for the year attributable to: ooomooooo
— Owners of the Company —O0o0o0ooa (12,609) (11,256)
— Non-controlling interests —o0oooao 3,335 &7
(9,274) (8,083)
Loss per share oooo
— Basic and diluted (RMB) —0oooo
oooooo 12 (0.009) (0.008)

The accompanying notes form an integral part of these consolidated

financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Joogood

As at 31 December 2021 [0 20210 120 310
(Expressed in Renminbi 0 0 000 0O 0OO

2021 2020
20210 20200
Note RMB’000 RMB’000
oo ooooo ooooo
Non-current assets ooooo
Property, plant and equipment oooooooo 14 168,782 132,205
Right-of-use assets ooooo 5 9,322 11,775
Intangible assets oooao 16 19,966 22,047
Interest in an associate oooooooo 17 9,160 594
Goodwill 0O0 18 18,277 18,277
Equity instrument at fair value through oooDooDooooooo
other comprehensive income ooooooooo 19 — 3,825
Deposits for acquisition of property, plant 000000 OCO0OO0O
and equipment oo 2,423 16,551
Pledged bank deposits ooooooao 27 — 7,382
Deferred tax assets oooooo 20 17,876 13,764
245,806 226,420
Current assets oooao
Inventories oo 21 16,802 6,952
Trade and note receivables ooooooooooo 22 204,836 234,951
Deposits, prepayments and other gpDooOoDoOOoOo
receivables OoooOooo 23 45,760 63,737
Contract assets goodgd 24 249,061 278,733
Amounts due from non-controlling goooooooooan
shareholders of subsidiaries oo 25 9,365 4,523
Financial assets at fair value through 0oooooooooo
profit or loss ooocoooo 26 10,024 —
Pledged bank deposits ooooooao 27 13,182 36,053
Bank balances and cash ooooooo 27 69,181 87,354
618,211 712,303
Current liabilities oooo
Trade payables goooooo 28 171,791 151,962
Other payables and accrued expenses ooooooooooan 29 45,198 25,211
Amount due to a non-controlling ooooooooood
shareholder of a subsidiary oooao 25 5,395 —
Contract liabilities oooog 24 13,920 105,089
Lease liabilities oooo 30 1,000 2,670
Income tax payables ooooo 2,169 1,087
Borrowings oo 31 51,035 44,384
290,508 330,403
WEIGANG ENVIRONMENTAL TECHNOLOGY HOLDING GROUPLIMITED J 0 000000 O0OOOOO



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Jougood

As at 31 December 2021 [0 20210 120 310
(Expressed in RenminbiJ 0 0 000 OO0

2021 2020

20210 20200

Note RMB’000 RMB’000

oo ooooo ooooo

Net current assets goooooao 327,703 381,900

Total assets less current liabilities goooooooo 573,509 608,320
Non-current liabilities goooo

Borrowings 00 31 2,702 11,344

Lease liabilities oooad 30 183 1,275

Deferred tax liabilities gooooo 20 57 617

2,942 13,236

NET ASSETS oooo 570,567 595,084
Capital and reserves ooooo

Share capital oo 32 55,100 55,100

Reserves oo 436,317 450,245

Equity attributable to owners of the goooocoooooao

Company 491,417 505,345

Non-controlling interests gooooo 79,150 89,739

TOTAL EQUITY oooo 570,567 595,084

Approved and authorised for issue by the Board of Directors on 24

March 2022:

Mr. Cai Zhuhua

ooooao
Director
oo

The accompanying notes form an integral part of these consolidated

financial statements.

020220302400 00000000000

Mr. Dong Honghui

ooooo
Director
oo
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

oo

For the year ended 31 December 2021 0 [0 20210 120 310 0 0O O
(Expressed in Renminbi 0 0 000 0O 0OO

Attributable to owners of the Company

00oooooo
Share-
based Statutory Non-
Share Share option Other  Revaluation surplus Retained controlling
capital premium reserve reserve reserve reserve profits Sub-total interests Total
o0ooo
ooo oo 0oo
oo oooo oooo o0ooo 0ooo oooo oooo oo 00 0o
RMBO00  RMBOOO  RMBU00  RMBOOO  RMBUOO  RMBOOO  RMBUOO  RMBO0O  RMBUOO  RMBOOO
gogpg  googp oogog o googo  oogoog o ooogoo  poogogog  oogogg  ooogop ooooo
(Note 32) (Note (@)
004 320 aaa o
At 1 January 2020 0202001010 55,100 237,130 3,461 38,394 1,879 25,616 155,235 516,815 57,326 574,141
Loss for the year gooo — — — — — — (10,929) (10,929) 35559 (7.370)
Other comprehensive gooooooo
expense for the year, goooooo
net of income tax - - — — (327) - — (327) (386) (713)
Total comprehensive goomococm
(expense)/income oooo
for the year — — — = (327) — (10,929) (11,256) 3173 (8,083)
Recognition of equity-setfled O0OO0O0DOO0O0
share-based payment 00000700400
(Note 40) - - 1,006 - - - - 1,006 - 1,006
Acquisition of subsidiaries gooooo
(Notes 42 and 43) ooo40430 — — — = — — — — 19,575 19,575
Change in ownershipinterests 00000000000
in subsidiaries without gooooooo
change of control (Note (b)) 000 ()7 - — — (920) — - — (920) 920 -
Capital contribution fromnon- OOOCOO00
controlling shareholders - - — - - - — - 8,445 8,445
Transaction with ooooooooo
non-controlling interests 000450
(Note 45) - - - (300) = = = (300) 300 =
Transfer to statutory surplus 0O O00000 - - - - - 295 (29) - - -
At 31 December 2020 020200120310 55,100 237,130 4,467 37174 1,552 25911 144,011 505,345 89,739 505,084
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Ooooooog

For the year ended 31 December 2021 0 0 20210 120310 0 O O
(Expressed in RenminbiJ 0 0 000 0O0OO

Attributable to owners of the Company

0ooooooo
Share-
based Statutory Non-
Share Share option Other  Revaluation surplus  Retained controlling
capital premium reserve reserve reserve reserve profits  Sub-total EENY
o0ooo
0oo | o0oo
nooo gooo on
RMB000  RMB000 ~ RMB000  RMB000  RMB000  RMBOOO  RMB0OO  RMB0OO  RMB0O0  RMB000
ooooo  goopg o popgg o oooog o oogoog o oopopo opopg o oooog o ooooo o oooon
(Note 32) (Note (a))
ooo 320 oouo @o
At 1 January 2021 0202101010 55,100 231130 4,467 37174 1,552 25,911 14401 505,345 89,739 595,084
Loss for the year 0ooo - - - - - - (12412 (12,412) 3,567 (8,845)
Other comprehensive gooooooo
expense for the year, goooooo
net of income tax — - - - (197) - - (197) (232) (429)
Total comprehensive joomoom
(expense)fincome for 0ooo
the year - - - - (197) - (12412 (12,609) 3335 (9,274)
Recognition of equity-setfled 0000000000
share-based payment ooooo
(Note 40) ooo400 - - 624 - - - - 624 - 624
Transfer of share option gooooooooo
reserve upon forfeiture of ooo
share options - - (85) - - - 85 - - -
Capital contribution fromnon- 0O0COCOCOOD
controlling shareholders — - - - - - - - 297 297
Acquisition of additional gooooooooo
interests in a subsidiary 0700450
(Note 45) - - - (1,896) - - - (1,896) (3.499) (5,395)
Deregistration of a subsidiary 0000000000 - - - - - - - — 105 105
Disposal of subsidiaries 000ooWo oo
(Note 44) - - - - - - - - (10,874) (10,874)
Transaction with goooooooo
non-controlling interests 000450
(Note 45) - - - (47) - - - (47) a7 -
Transfer to statutory surplus OO 00000 - - - - - 1,787 (1,787) - - -
At 31 December 2021 020210120310 55,100 231130 5,006 35,231 1,355 27698 129,897 491417 79,150 570,567
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For the year ended 31 December 2021 0 [0 20210 120 310 0 0O O

(Expressed in Renminbi 0 0 000 0O 0OO

Notes:

@

(b)

In accordance with the Articles of Association of all subsidiaries
established in the People’s Republic of China (the “PRC”), the PRC
subsidiaries are required to set aside 10% of their profit after tax
as per statutory financial statements determined under the PRC
laws and regulations for the statutory surplus reserve fund until the
reserve reach 50% of their registered capital. Transfer to this reserve
must be made before distributing dividends to equity owners of the
subsidiaries. The statutory surplus reserve can be used to make up
previous years’ losses, expand the existing operations or convert into
additional capital of the respective subsidiaries.

On 4 April 2018, Guangzhou Weigang Environmental Protection
Technology Limited (“Guangzhou Weigang”), WEIGANG HOLDINGS
(HONG KONG) LIMITED (“Weigang Holdings (Hong Kong)”), Jade
Road Investment Limited (“Jade Road”), Jade Fly Investment Limited
(“Jade Fly”), WeiGang Technology Limited (“WeiGang Technology”)
and Orient Landscape Group Environmental Protection Co., Ltd
(“Orient Landscape”), an independent third party, entered into
investment agreements whereby Orient Landscape agreed, among
others, to subscribe for the registered capital of RMB40,000,000 in
Guangzhou Weigang, for 10% of the equity interest in Guangzhou
Weigang, at a consideration of RMB94,444,444. Upon completion
of the subscription on 11 April 2018, an amount representing the
proportionate share of the carrying amount of the net assets of
Guangzhou Weigang at the date of the completion of the subscription
was transferred to non-controlling interests. The difference between
the capital contribution from the non-controlling interests, the
proportionate share of the carrying amount of the net assets of
Guangzhou Weigang and the re-attribution of its statutory surplus
reserve and retained profits have been recognised in other reserve.

On the same date, an amount representing the present value
amounting to RMB94,444,444 of the amount that the Group could
be required to pay to Orient Landscape pursuant to the put option
over the 10% equity interest in Guangzhou Weigang held by Orient
Landscape, with a corresponding debit in other reserve, is recognised
in obligation arising from a put option.

Upon the successful listing of the Company on 3 January 2019, the
put option has been lapsed and all the previously recognised interest
expenses have been reversed through equity without any payment to
Orient Landscape.

During the year ended 31 December 2020, the Company has made
several capital injections to Guangzhou Weigang for total amount of
RMB9,198,900. Upon the completion of capital injections, there has
been no change in shareholding of Guangzhou Weigang and the
amount representing 10% of the above capital injections has been
transferred to non-controlling interests.

The accompanying notes form an integral part of these consolidated
financial statements.
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