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ABOUT THIS REPORT

| Overview and Principles

This is the Seventh Environmental, Social and Governance ("ESG") report of Kangda International
Environmental Co., Ltd., which is compiled in accordance with the rules in the Appendix 27 of the
Guidelines for Environmental, Social and Governance Reporting (the "ESG Reporting Guidelines") of
the rules governing the listing of securities (the "Listing Rules") on The Stock Exchange of Hong Kong
Limited (the "Hong Kong Stock Exchange"), covering the Company's performance and data in the
areas of business development, employee caring, environmental protection, and community invest-
ment from January 1 to December 31, 2022.

| Report Scope

The policies, statements, materials, and data in this report cover the urban water projects, water
environment comprehensive management and rural sewage treatment projects that the Company
and its subsidiaries have major involvement. Unless otherwise stated, all currencies in this report
refer to RMB.

The report follows the principles of "materiality”, "quantification”, "balance" and "consistency" of the
ESG Reporting Guidelines of the Hong Kong Stock Exchange. The content of the report is derived
mainly from the assessment and analysis of major topics and the opinions of the stakeholders.
Please refer to the chapter "Sustainable Development" for detailed procedures.

I Reference

For easier description and better readability, "Kangda International Environmental Company Limit-
"in this reportis also referred to as "Kangda International”, "the Company", or "we". "Chongging
Ka vironmental Protection Industry (Group) Co., Ltd.", a wholly-owned subsidiary of Kangda
In al,is referred to as Chongging Kangda in the report.

Confirmation and Approval

The content of this report has been confirmed by the management and directors on April 25, 2023.

This report is available in simplified Chinese, traditional Chinese and English. The digital version of
the report is available on the website of the Hong Kong Stock Exchange in the category of Kangda
International's" Financial Statements/ESG Information" and it can also be obtained from the Compa-
ny's website. If you have any questions or comments on this report, please send them to us in the
following ways:

Address: No.72, Avenue of Stars, Innovative & High-Tech Park, Northern New Dis-
trict, Chongqging,

China Phone: +86-23 6186 7777

Fax: +86-23 6186 7775

Email: kangda@kangdaep.com
Official website: www.kangdaep.com
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Kangda International Environmental Company Limited

Management's Statement

Kangda International, with its corporate mission of "Create an
Environment with Greener Water, Lusher Mountains and Bluer
Skies" in mind, closely follows policy changes, gives full play
to its advantages in technology, market integration, and
financing, and integrates internal and external resources. The
Company also actively explores integrated environmental pol-
lution management by continuously optimizing its technolog-
ical innovation capability and industrial service chain. These
efforts are aimed at contributing to environmental protection
in China.

Kangda International is committed to achieving high-level
corporate governance and implementing the concept of sus-
tainable development in its overall operations to enhance cor-
porate value and responsibility. We focus on safeguarding
stakeholders' interests such as our shareholders, customers,
and employees. By always holding ourselves to the highest
business ethics, we seek to establish a comprehensive gover-
nance structure to maximize internal efficiency and strength-
en risk prevention to maintain efficient and stable operations.

03 ABOUT THIS REPORT

Management's Statement

Kangda International stays true to the vision of "Creating a
First-Class Environmental Protection and Creating a Century
Enterprise" by constantly improving its quality management
system, and consolidating the foundation of quality manage-
ment and quality assurance initiatives to ensure high-quality
project delivery. We carry out extensive industry exchanges
and cooperation, and lead the industry with a business ser-
vice philosophy of integrity, professionalism, and dedication.

We always follow the value of "putting people first", as we are
well aware that the prosperous development of Kangda Inter-
national cannot be achieved without the dedication and sup-
port of each employee. We constantly establish and optimize
our talent management mechanisms, create a fair and just
employment environment, and a safe and healthy workplace
for our employees. To this end, we effectively safeguard their
rights and interests, and promptly understand their needs, so
that the Company and its employees can pursue common
growth in harmony.

Statement by the Board of Directors

2022 Environmental, Social and Governance Report

Kangda International insists on practicing the corporate vision
of "Creating a First-Class Environmental Protection and Creating
a Century Enterprise" and takes social responsibility as a crucial
part of its corporate development strategy. Based on our busi-
ness characteristics, we constantly upgrade new environmental
protection technologies and methods, integrate environmental
protection into aspects such as production, operations, sales,
promotion, and daily office affairs,constantly improve energy
efficiency, and reduce waste emissions. We aim to ensure that a
sound ecological environment can support sustainable devel-
opment, and contribute to the Beautiful China initiative.

Kangda International advocates that "As we need to think of the source when drinking water, we should give back to society."
We will continue to develop and innovate sustainable public welfare models, organize various public welfare activities, pro-
mote environmental education, and create a harmonious and warm social atmosphere. These efforts will demonstrate our
commitment to giving back to society.

Going forward, we will further extend the water industry chain, and seize the development opportuni-
ties brought by the national "dual carbon" strategy of "peaking carbon emissions by 2030 and achiev-
ing carbon neutrality by 2060." We will continue to expand the coverage of high-quality projects, such
as reclaimed water and industrial wastewater reuse, and improve project quality. While pursuing our
own development, we will continue to promote sustainable social development.

251
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Statement by the Board of Directors

E—

| Responsibility of the Board of Directors

Kangda International has established an ESG governance structure to ensure that its ESG strategy is aligned with its
business strategy and that ESG management is integrated into its business operations and decision-making pro-
cesses. The Company has developed a three-tier governance structure composed of the Board of Directors, the
Audit Committee, and the ESG Working Group as the core. The Board of Directors has primary responsibility for the
Company's ESG strategy and performance to drive sustainable development.

The Audit Committee is responsible for suggesting ESG strategies and frameworks, identifying material ESG risks
and opportunities, supervising and evaluating the ESG rules, strategies, policies, and objectives, deliberating the
annual ESG report, and submitting the report for Board approval.

| ESG Work Implementation

The ESG Working Group is in charge of carrying out the ESG concept and strategy, developing ESG objectives and
action plans, and reporting to the Audit Committee on a regular basis. In addition, as part of its continued efforts to
incorporate ESG requirements into everyday operations and management and improve ESG performance on an
ongoing basis, the Company has assigned specialized staff to generate ESG reports.

The Audit Committee met 3 times during the reporting period to examine topics of concern to stakeholders and to

1

summarize ESG work progress. We assessed the material ESG topics in terms of stakeholder expectations and
demands, identified opportunities and response measures in climate risk mitigation, and established environmen-
tal goals for energy consumption, resource usage, and greenhouse gas (GHG) emissions. The ESG Working Groups
would be assigned particular duties after the Board of Directors reviewed the opinions and proposals expressed by
attendees at the meetings. The Audit Committee would be in charge of overseeing and examining progress toward
the goals as well as the implementation of the ESG responsibilities. More information is laid out in Sections 1.3 Ma-
teriality Assessment, 4.2 Environmental Goals, and 4.5 Addressing Climate Change of this report.

| ESG Risk Management and Target Monitoring

Kangda International places a high premium on the potential impact and related risks that ESG issues may bring.
Based on regulatory requirements, national policies, and ESG-related risks in the industry, Kangda International
conducts materiality assessments of ESG issues through approaches such as stakeholder research, and discussions

by the Board of Directors and the Audit Committee. The Board of Directors approves and confirms the results of ma-
teriality assessments for the year.

05 ABOUT THIS REPORT Management's Statement Statement by the Board of Directors About Kangda International
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About Kangda International

| Company Profile

In 2011, Kangda International Environmental Co., Ltd. (HK-06136) was estab-
lished. Since then, it has become an industry leader in the field of pollution con-
trol. On July 4, 2014, the Company was listed on the main board of the Hong
Kong Stock Exchange. The Company participates in pollution control, sewage
treatment, and solid waste disposal as a comprehensive urban environmental
governance service provider. The Company attracts domestic and overseas capi-
tal through stock acquisition, TOT, BOT, PPP, and other models, and provides

Nine-Word
Principle

Following Rules, Pursuing
Self-discipline and
Fulfilling Duties

Corporate
mission

Create an Environment
with Greener Water,Lusher

customers with integrated water project solutions and services. - Mountains and Bluer Skies

Kangda International values research and development input and works to
improve overall research and development capabilities. The Company has estab-

lished a technological innovation team composed of renowned experts and
scholars at home and abroad, as well as an Expert Committee that is tasked with C.O rpo rate Corporate
tackling technological challenges. Moreover, the Company proactively seeks VISion core ValueS

partnerships with famous universities and research institutions such as China
Ship Scientific Research Center, Tianjin Municipal Engineering Design and
Research Institute to jointly promote the Company's technological innovation.

Sincere Commitment
and Repaying the Society

Create a First-Class
Environmental Protection,
Create a Century Enterprise

Kangda International has won numerous honors for its leadership in the indus-
try. The Company is one of China's top 50 environmental enterprises and one of
the country's first AAA credit rating companies. It is also the Vice-Chairman Orga-
nization of the China Environmental Chamber of Commerce and has been the

Vice-Chairman Organization of the China Association of Environmental Protec-
tion Industry for two consecutive terms. It is also the Vice-Chairman Organization
of the China Environmental Chamber of Commerce and the China Association of
Environmental Protection Industry. The Company was certified by the ISO 9001
Quality Management System, the ISO 14001 Environmental Management System,
and the ISO 45001 Occupational Health and Safety Management System, as well
as obtained the CAEPI level-1 industrial wastewater and domestic sewage opera-
tion and service ability evaluation certification.

Kangda International is committed to the corporate vision of "Creating a
First-Class Environmental Protection and Creating a Century Enterprise” and
practices the corporate value of "Sincere Commitment and Repaying the Soci-
ety." Kangda International stays true to its corporate mission of "Create an Envi-
ronment with Greener Water, Lusher Mountains and Bluer Skies." We seize indus-
try development opportunities, improve our management structure, strengthen
technological innovation capabilities, and optimize the service industry chain,
contributing to environmental protection in China. Going forward, we will further
extend the water industry chain, seize the opportunity presented by China's
"dual carbon" goals, and continue to expand the coverage of high-quality proj-
ects such as reclaimed water and industrial wastewater reuse, to promote our
sustainable development continuously.

07 ABOUT THIS REPORT Management's Statement Statement by the Board of Directors About Kangda International 08



Kangda International Environmental Company Limited

| Business Overview

Kangda International is committed to implementing the concept of sustainable development, responding to the
national call to promote the development of ecological civilization, and contributing to the construction of green
homeland. In 2022, Kangda International's business remained centered on urban water treatment, and incorporat-
ed existing projects in the comprehensive treatment of water environment, rural sewage treatment, and other
fields. The Company has established a business network across China, with strong presence in 16 provinces and
municipalities, including Shandong Province, Henan Province, Heilongjiang Province, Shanxi Province, and Zheji-
ang Province. During the reporting period, the Company prioritized its urban water treatment business, improved
its project profitability through upgrading and expansion, and ensured a stable operating cash flow and a bigger
source of returns for shareholders and investors. As of the end of the reporting period, Kangda International had
registered a total operating revenue of RMB 2,896.6 million, a year-on-year decrease of nearly 0.8%. The decline was
mainly caused by fewer revenues from its construction services.

Urban Water Treatment

The Company's urban water treatment business includes the design, construction, upgrading and oper-
ation of wastewater treatment plants, reclaimed water treatment plants, sludge treatment plants, and
water distribution plants, as well as the operation and maintenance of government-entrusted sewage
treatment facilities. It provides a number of service franchise arrangements based on contracts in such
patterns as Build-Operate-Transfer (BOT), Transfer-Operate-Transfer (TOT), Public-Private Partnership
(PPP), Build-Own-Operate (BOO), and Engineer-Pro-cure-Construct (EPC) with services covering the
overall industrial chain of the urban water treatment industry.

During the reporting period, Kangda International had entered into a total of 112 service concession
arrangements projects, including 106 wastewater treatment plants, 1 water distribution plant, 3 sludge
treatment plants, and 2 reclaimed water treatment plants, with revenues of RMB 2,723.1 million, a
year-on-year increase of 2%.

Water Environment Comprehensive
Remediation

The Company's comprehensive water environment remediation business includes comprehensive treat-
ment and improvement of the river basin, treatment of black and odorous water body, construction of a
sponge city, and so on. We are also committed to reducing risks and integrating resources to operate and
maintain the water environment treatment projects, through the execution of the signed PPP and EPC
contracts. During the reporting period, the Company had 7 water environment comprehensive remedia-
tion projects under construction, mainly located in Jiangxi Province and Shandong Province, with a total
revenue of RMB 114.4 million, a year-on-year decrease of 23%. The fall is a result of the completion of
some existing EPC projects.

Rural Water Improvement

Rural water improvement includes the construction and operation of "Beautiful Village" sewage treatment

facilities, such as sewage treatment equipment and sewage collection network to improve the rural living
environment. The Company is engaged in the rural water improvement business mainly through the
execution of the PPP contracts. During the reporting period, the Company had 2 rural water improvement
project located in Guangdong Province. These projects had a total revenue of RMB 59.1 million, a
year-on-year decrease of nearly 43%. The decline was mainly due to the net effect of a decrease in the
completion of existing construction projects, and an increase in operating revenues from the partial opera-
tion of these two projects.
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© Heat map of the geographical
distribution of Kangda International
wastewater treatment projects
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(1) Other provinces/municipalities include Beijing, Tianjin, Hebei, Jilin, Liaoning, Shaanxi, Sichuan and Fujian.
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| Key Performance
© Key Elements:

Kangda International's Financial Indicators in 2022 Kangda International's Social Indicators in 2022

Received theGB/T 19001-2016 and ISO 9001:2015 Quality Management System Certificate

Set an effluent quality compliance objective and achieved 99.99% of effluent quality
compliance throughout the year

Revenue RMB 2,89 6 o 6milli0n, a year-on-year decrease of about0.8%

Gross profit RMB l ,268 o 6mi“i0n, a year-on-year decrease of about 5.0%

Held a total of 16 intellectual property rights, including patents and trademarks

Sales and distribution expenses RMBO . 9 million, ayear-on-year decrease of about 16.2% Established partnerships with 242 suppliers
100% of equipment suppliers were certified by the ISO 9001 Quality Management

l 026 7 Lo System, T9% of equipment suppliers certified by the ISO 140001 Environmental Management System; For engineering
EBITDA RMB L o « [ million, a year-on-year decrease of about13.6% contractors, the two ratios were 92% and 92%

—_— Atotalof 2,318 employees
Net profit RMBZ40.0m|“|0n, ayear—on—yeardecreaseofabout42.6o/0 ’

Optimized salary and performance policies and systems:
Released the Training Management System (Revision)

Total assets RMB 18,9 65 . 8m i“ion, a year-on-year increase of about 3.7% Offered a diverse training system, with 45,396 training hours for employees in total
and an average of 19.5 hours per person

Implemented the Subsidy Standards and Implementation Measures to provide subsidies for advanced learning and qualifica-
tion examinations

Conducted a total of 160 safety drills and training activities; NO serious Safety accidents
and work safety accidents throughout the year; and NO work-related
injury or death throughout the year

Obtained the G B/T 45001-2020 and ISO 45001:2018 Occupational Health and Safety Manage-

ment System Certificate

Kangda International's Environmental Indicators in 2022

obtained the [ISO 14001 Environmental Management System Certificate
Received the CAEPI level-1 industrial wastewater and domestic sewage
operation and service ability evaluation certifiction

Kangda International's Governance Indicators in 2022

Set environmental goals:

Reduce water consumption and commit to the stability of wastewater treatment
to meet standards;

Reduce solid waste such as sludge and construction waste, and further audits, and accepted 2 employee-reported cases

disposal compliance of solid waste; compiled the Anti-Fraud Journal, th@ Kangda International: Special Issue on Corporate
Red tion includi lectricity, , .
cone enerey conmnmpron meEReins ey Management Systems,and the Kangda International: Special Issue on

diesel, gasoline, natural gas, etc., and reduce energy intensity gradually;

/o

Completed compliance audits of 10 project companies, special audits of 10 construction projects, and 3 off-office

Reduce greenhouse gas emissions and intensity gradually. ) h COI’pOI’ate Job Responsibi/ities
Water consumption intensity in 2022 was 0.39 cubic meters/1,000 cubic meters of water treatment volume
Sludge generation intensity in 2022 was 0.80 tonnes/1,000 cubic meters of water treatment Conducted the Th i rd-Pa rty RISk Ma nagement Assessment

Scope 1 greenhouse gas emissions in 2022 was 0.0011 tonnes of CO: equivalent/1,000 cubic meters of water treatment

11 ABOUT THIS REPORT Management's Statement Statement by the Board of Directors About Kangda International 12
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Kangda International continues to deepen the integration of ESG responsibility concept
and its business strategy, improve its ESG governance system, and is also dedicated to
maintaining transparent, open, prompt, and effective communication with its stakeholders.
We seek to identify and manage material ESG issues, and strive to achieve sustainable cor-

porate development.

Corporate Governance ESG Management Materiality Assessment Compliance Management




Kangda International Environmental Company Limited
/Sustainable Development

Kangda Internation-
al is committed to
achieving high-level
corporate gover-
nance and enhanc-

ing corporate value
and responsibility.
The Company focus-
es on safeguarding the interests of shareholders, custom-
ers, employees and other stakeholders, and holds itself
to the highest ethical business standards, establishes a
comprehensive governance structure to maximize inter-
nal efficiency. Our goal is to strengthen risk prevention to
maintain efficient and stable operations.

i u»"-*. -

The Company abides by the Company Law of the People's
Republic of China, the Model Code for Securities Transac-
tions by Directors of Listed Issuers, and other applicable
laws and regulations, as well as regulatory requirements.
We continuously improve our compliance governance
structure, perform routine compliance inspections, and
enhance our corporate governance standards, with an
emphasis on achieving and maintaining a high-quality
Board of Directors, and robust risk management and
internal control.

e

iEl/ Corporate Governance

We are committed to building a sustainable corporate
governance structure with the Board of Directors as the
core and monitoring business activities and manage-
ment performance. Our goal is to safeguard and
strengthen the rights and interests of the Company and
its stakeholders. The Board of Directors consists of 7
members: 4 executive directors (one of whom is a
woman) and 3 independent non-executive directors. The
Board of Directors is primarily responsible for leading
and overseeing the Company's business, strategic deci-
sions, and performance. To mobilize resources for coor-
dinated actions and ensure rational and effective deci-
sion-making, the Nomination Committee, Remuneration
Committee, and Audit Committee are established under
the Board of Directors and are responsible for managing
the appointment of directors, designing senior manage-
ment remuneration packages, and reviewing the Compa-
ny's risk management, respectively.

Nomination
Committee

2022 Environmental, Social and Governance Report

Remuneration
Committee

e Kinder International's Corporate Governance Structure

Audit
Committee

15

Corporate Governance

ESG Management

Materiality Assessment

Compliance Management

e Responsible for reviewing the

size, structure and composi-
tion of the Board of Directors
to align with the Company's
strategy, making recommen-
dations to the Board of
Directors concerning the
appointment and re-appoint-
ment of directors and the
director succession plans
(especially the chairman and
chief executive officer), and

reviewing diversity policy.

e Responsible for reviewing

and approving the remunera-
tion suggestions of the
management according to
the corporate policies and
objectives set by the Board of
Directors, and making
recommendations on the
remuneration packages of
individual executive directors
and senior management to

the Board of Directors.

e Responsible for overseeing
the appointment of external
auditors, monitoring the
integrity of financial
statements, annual reports
and other documents,
recommending ESG
strategies and structures,
identifying ESG governance
and risks, formulating and
evaluating ESG policies,
strategies and objectives, and
discussing risk management
and internal control systems

with the management.
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Kangda International Environmental Company Limited
/Sustainable Development

(B ESG Management

Kangda International prioritizes environmental, social, and governance (ESG) management, taking the initiative to respond to the
realistic needs and specific expectations of various stakeholders by establishing effective and efficient communication channels
and dialogue mechanisms, and continuously improving its ESG strategy and governance to support the Company's sustainable
development goals.

ESG Concept and Objectives

Kangda International has always adhered to the corporate mission of "Create an Environment with Greener Water, Lusher Moun-
tains and Bluer Skies" and carried out its core business with the responsibility notion of "contributing to the world." In 2022, we
implemented the concept of sustainable development throughout our overall operations. With high-level corporate governance
and optimized products and services, we continuously enhanced the corporate sustainable management system and structure,
and comprehensively improved our ESG development. As a Chinese saying goes, "A long journey can be covered only by taking
one step at a time, while the vast ocean and long rivers cannot be formed without absorbing small streams." We aspire to pool
our efforts to contribute to the building of green homeland and the sustainable social development.

With the original aspiration of growing together with all our stakeholders, Kangda International proactively safeguards their rights
and interests, closely follows their core demands, integrates the core ESG concepts and standards into corporate management,
and takes practical actions to maximize their interests by improving productivity and environmental performance.

® Kangda International's ESG Objectives

Care for Health and safety,

employees, Growth Ecofriendly and
together, Satisfy efficient, Satisfy

employees the government

@ Dedicated service, O @ Rewand SharEhsl-
Win together, ders, Asset growth
ESG OBJECTIVES

Satisfy customers

Satisfy investors

Respect laws and
morality, Benefit
the public, Satisfy

the society
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Compliance Management
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ESG Governance Structure

Kangda International attach-
esimportance to the internal
management of corporate
sustainable development.
The Company has estab-
lished a three-tier manage-
ment structure. Under the
structure, the Board of Direc-
tors is the key decision-mak-
erin coordinating and man-
aging ESG-related issues, and
assisted by the Audit Com-
mittee in providing relevant
guidance and the ESG Work-
ing Group in implementing
decisions and actions. The
three parties make concerted
efforts to implement ESG
work and improve the Com-
pany's sustainable develop-
ment management. In addi-
tion, we also have staff dedi-
cated to ESG-related infor-
mation feedback and report
preparation. For years, we
have insisted on promoting
the Board of Directors'
in-depth engagement in ESG
risk assessment and manage-
ment process with ESG
reports as the basis, steadily
improving our ESG manage-
ment capabilities.

e Kangda International's ESG Governance Structure
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/Sustainable Development

B/ Materiality Assessment

Stakeholder Communication

Stakeholder engagement is crucial to Kangda International's commitment to sustainable development. We communicate with
our stakeholders through various channels, promptly understand and respond to their expectations and needs, and maintain
close contact with various stakeholders. The following were the topics of concern to various stakeholder groups, as well as com-
munication and reaction throughout the reporting period:

Stakeholders  Topics of concern

Communication and response

Shareholders/
investors

Business growth
Policy implications

Management structure
adjustment

Product and service quality
Employee retention

General meeting / regular report /
interim announcement
Real-live roadshow and reverse roadshow

Phone call and email correspondence

Governments
and
authorities

Policy implication

Water eco-environmental
protection

Chemicals management

Sludge treatment

Regular report /interim announcement
Report and reception
Correspondence

Field research

Customers

Product and service quality

Technology R & D and
Application

Supplier / contractor
management

Handling of customer complaints

Hotline
Informative feedback

Satisfaction survey

Employees

Occupational safety and health
Employee retention
Compensation and benefits

Business growth

Safety training meeting

Professional competence training
Employee activities

Daily communication, internal publicity

and complaint feedback

Business partners
(including
suppliers

and contractors)

Supplier / contractor
management

Business performance
Policy implications

Construction site management

Open bidding
Annual assessment
Field research

Supplier meeting

Community

Philanthropy
Community participation and
development support

Water eco-environmental
protection

Sludge treatment

Community events / announcements /
press releases

Visits and investigations

Field research

19 Corporate Governance

ESG Management Materiality Assessment Compliance Management

Materiality Matrix

2022 Environmental, Social and Governance Report

Kangda International identified a list of material topics based on industry policy trends, current development, and ESG regulato-
ry requirements. To rank the importance of each topic, we conducted a questionnaire survey and analyzed and understood the
concerns of external stakeholders through 285 copies of the questionnaire. Besides, we reviewed the importance of each topic to
our sustainable development through ESG management operations and internal stakeholder interviews. Eventually, we finalized

the materiality matrix for the year.

In 2022, we identified 23 ESG topics, including 10 being of high importance, 9 being of moderate importance, and 4 being of gen-

eral importance.

® Materiality Matrix

> O Climate Change . Community

participation
and development
support

O Anti-corruption

Moderate important topics

siapjoyayels 01 aduenodw

‘ Philanthropy
O Customer privacy

General topics

O Water

ecoenvironmental
protection

O Hazardous

chemicals and

O Product and service

quality

Moderate important topics

of Kangda International

Moderate Importance to the sustainable development

. Economics and governance
topics

. Environment topics
. Labour topics
. Product and service topics

O Community topics

20



Kangda International Environmental Company Limited
/Sustainable Development

[/ Compliance Management

Kangda International continuously improves its corporate governance, implements a risk management system that emphasizes
transparent and compliant operations, and creates a transparent and integrate corporate atmosphere. We are also dedicated to
improving the organizational structure for sustainable development, listening to suggestions and expectations from various par-
ties on environmental, social and governance aspects of the Company, and promoting sustainable development.

EEEl Compliance Management

Kangda International complies with all applicable laws and regulations, including the Anti-Unfair Competition Law of the People's Republic of
China, the Anti-Money Laundering Law of the People's Republic of China, and the Anti Corruption Law of the People's Republic of China,
and its internal management policies such as the Anti-Fraud Management System of Kangda International, the Employee Reporting Policy,
the Internal Audit Management System, and the Code of Business Conduct on Anti-Fraud. Additionally, we have also released regulations
such as the Quarterly Assessment Management Part and Implementation Rules for Chongqing Kangda's Member Enterprises, the Man-
agement Measures for Employees of Operational Companies All Employee Assessment System, and the Management Measures for the
Supply of Pharmaceuticals by Chongqing Zhongya Technology Co., Ltd., Chongqing Shengjun Technology Co., Ltd., and Operational
Companies, to better standardize our compliance management and prevent any violation against anti-corruption, anti-corruption, and business
ethics. In 2022, we executed compliance audits of 10 project companies, special audits on 10 construction projects, and 3 off-office audits, and
received 2 employee-reported cases. The Audit Department urged the departments involved to rectify and issue a rectification opinion report in
response to disciplinary and regulatory infractions.

We encourage our employees to report any suspected violations of the Company's code of business conduct or standards as we continue to
strengthen our compliance management. During the reporting period, we revised the Employee Reporting Policy by incorporating a new email
reporting channel, as well as allowing whistleblowers to make anonymous reports. Employees can report violations and incidents to the Internal
Audit Department or the Audit Committee through channels such as by phone or by email. The Internal Audit Department will scrupulously keep
their identities discreet throughout the process. The responsible department will register the reported information and report it directly to the
responsible leader to determine whether an in-depth investigation is needed. In the process of in-depth investigation, the Internal Audit Depart-
ment adopts approaches such as surveillance videos, on-site investigation, and interviews with related personnel, documents and summarizes
the process and results, and prepares an investigation report for submission to the Board of Directors. Based on the investigation report, the
Board of Directors will exchange perspectives on how to handle the reported matter with the appropriate departments.

Additionally, to increase compliance awareness among our employees, we published the Third Issue of the Anti-Fraud Journal, the Kangda
International: Special Issue on Corporate Management Systems, and the Kangda International: Special Issue on Corporate Job Responsi-
bilities, and distributed them to employees via the OA (Office Automation) system for reading and learning. At the same time, we provided
anti-corruption training to the Board of Directors and our employees to discipline the behavior of managers and employees at all levels and pro-
mote the ethics of integrity. During the reporting period, Kangda International had neither substantial violations of laws and regulations, nor
corruption-related litigation cases.

© Hotline and email address for bribery or corruption reporting

Hotline and email address for bribery or corruption reporting

Hotline: 86-23-61687966
Email: neishenbu@kangdaep.com

whistle-blowing@kangdaep.com (Dedicated to Audit Committee)

21 Corporate Governance ESG Management Materiality Assessment

2022 Environmental, Social and Governance Report

Risk Management

Kangda International has always stayed committed to the Nine-Word Principle of "Following Rules, Pursuing Self-discipline and
Fulfilling Duties." To further standardize our risk control efforts, we have established a risk management system and a sophisticat-
ed risk management organizational system to better identify and respond to various types of risks. Our risk management struc-
ture is made up of the Board of Directors, the Audit Committee, the Internal Audit Department, and other functional departments.

The Board of Directors coordinates the overall risk management of the Company, sets our general objectives of risk management,
and makes decisions to effectively control risks. The Audit Committee is responsible for examining the comprehensive risk man-
agement system construction plan and the risk management organization setup plan, as well as delivering the annual compre-
hensive risk management report to the Board of Directors. The Internal Audit Department is responsible for establishing and
revising enterprise risk management policies and mechanisms, establishing anti-fraud mechanisms, conducting risk assess-
ments, and reporting to the Audit Committee on a regular basis as the leading and supporting organization for risk management.
The Internal Audit Department coordinates and supervises all functional departments, and has them perform the basic risk man-
agement procedures.

© Risk Management Structure

Compliance Management

Supervision
Organization:
Board of
Directors

NNQVERERCE

ment
Organization:
Audit
Committee

Risk Functional
Organization:
All Functional
Departments

Leading and
Supporting
NNQVERETGE
ment
Organization:
Internal Audit
Department

In addition to optimizing the Company's risk management structure, Kangda International hired a third-party organization to

assess and review its risk management conditions and conducted a risk profiling questionnaire during the year.
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B With the vision of "Creating a First-Class Environmental Protection and Creating .-
a Century Enterprise"”, Kangda International has long been committed to con- *
tinuously improving its quality management system, technological innovation
capabilities, and the service industry chain. We extensively engage in industry
exchanges and cooperation, contribute to China's environmental protection,
and lead the industry with a business service concept that emphasizes integri-
ty, responsibility, professionalism, and dedication.

A
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[ZE) Quality Management

Kangda International continuously strengthens the foundation of its quality management and assurance initiatives to ensure
high-quality project delivery through standardized project construction and operation management processes, fully reflecting its
high-level quality management model.

Project Construction

Kangda International strictly complies with national laws, regulations, and industry standards such as the Construction Law of the
People's Republic of China, the Regulation on the Quality Management of Construction Projects, and the Compulsory Provisions of
Engineering Construction Standards (Building Part). We take effective measures to ensure that qualification documents such as
the Construction Project Planning Permit, the Construction Land Planning Permit, and the Construction Permit, and approval docu-
ments such as the project's environmental impact report and feasibility report, have been obtained prior to construction, to guar-
antee compliance construction.

To ensure the high quality of our proj-
ects, we strictly enforce the "Three

The Three Inspection System

Inspection System". We establish a
quality review team, and organize

. . e The Three Inspection System refers to team self-inspection, cross-team inspection, and professional
regular supervision meetings and : . o . .

;i ' ) acceptance by the supervisor, which are conducted on a regular basis in a project. After each inspec-
daily morning meetings to regularly tion, complete inspection records are required to be submitted to the supervisory agent for review.
supervise construction. Our goal is to The next process is not allowed to be initiated before the supervisory agent has checked and con-
provide full support to ensure the firmed the previous process, so as to strictly control construction quality.

smooth progress of project construc-
tion.

During the reporting period, we revised
and updated our engineering manage-

Quality management leading group

ment-related policies such as the Engi-

neering Management System, the

Engineering Plan Management Team
System, the Engineering Meeting Leader
°
Management System, and the Man- The Project Department
agement Measures for Engineering established the quality
Project Design. We aimed to further management leading Key

group, headed by the

improve the management process in the )
project manager

project construction process and better

Members

. . . . Members of the qualit

ie;zi;;;(i;zeenf.rOJect construction quality Deputy omssement Igaqding y
Team group are quality

To strengthen the quality management LeaderS fggii;:i?ji:&

responsibility structure, we established a L4 construction technology

quality assurance system headed by the Deputy team leaders are leaders from the Project

project chief engineer

Department
and deputy project managers

project manager and set up a quality
management leading group to clearly
delineate responsibilities during the
reporting period. We also assigned
full-time quality inspection engineers
and quality inspectors, and part-time
quality inspectors in teams to ensure
strict self-inspection and cross-team
inspection in the project construction
process.

25 Quality Management Intellectual Property Protection Supply Chain Management Industry Cooperation

Kangda International has also estab-
lished a quality control procedure
throughout the life cycle covering areas
from project development to delivery,
and designed a regular project quality
inspection procedure to ensure high
quality delivery at all stages in the proj-
ect construction process.

2022 Environmental, Social and Governance Report

Full-Cycle Quality Control

® The Project Department is responsible for quality control during construction, including construction
preparation, product purchase and ordering, acceptance, transportation, storage, construction/instal-
lation, commissioning, testing, completion and acceptance, to ensure that the quality of the whole
project cycle is under control.

e Conduct feasibility studies and obtain
relevant permits

e Prepare the work plan and set quality
objectives

e Organize all parties involved in the
project to disclose management
requirements and standards, and
quality standards of project materials

e Implement risk control work prior to
construction to prevent and eliminate
hidden construction quality hazards

03 Before Delivery

01 Before Construction 02 During Construction

e Prepare monthly and weekly progress plans
for each part of construction under the
guidance of the general progress control
plan

e Technical workers work with certifificates

e Conduct quality risk monitoring dynamically
and make rectifications when necessary

o All materials are put into use after they have
been checked and accepted

® Organize supervisor meetings and quality
inspection on a regular basis

® Regularly implement supervision, and take
corrective measures to the identified
problems in the construction process

04 After Delivery

e Strictly implement completion and acceptance procedures e The construction entity is responsible for fixing and
following up on the defects that occur during the
® Get local quality inspection departments involved in the warranty period
acceptance of important processes
e Conduct post-project review and summary to ensure
e Each project should have its properly signed and filed acceptance continuous improvement
documents

We deeply understand the importance of
cultivating quality management aware-
ness among our employees to high-qual-
ity project construction. Therefore, we
regularly conduct quality training activi-
ties targeting the project construction
process to promote quality requirements
and technical knowledge to employees
and improve quality assurance capabili-
ties.

Quality training activity for employees

in our project in Baoshan District, Hebi City,
Henan Province

In 2022, our technical director organized a quality training activity for
all the management of our project in Baoshan District, explaining in
detail the knowledge related to the construction drawings, enhancing
the professional expertise of the relevant personnel, and improving
the quality of the project construction.
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Project Operation

In terms of project operation, we strictly
adhere to the requirements of the Product
Quality Law of the People's Republic of
China, the Water Pollution Prevention and
Control Law of the People's Republic of
China, and other laws and regulations. The
Company has also developed internal
management systems and policies such as
the Technical Specification for Opera-
tion, Maintenance, and Safety of
Urban Sewage Treatment Plant, the
Operation Instruction for Equipment
in Urban Sewage Treatment Plant, the
Operation Instruction for Process in
Urban Sewage Treatment Plant, and
the Measure for the Administration of
Facilities and Equipment. We also com-
pleted the preparation and revision of the
following policies during the reporting
period to further improve our operation
and management capabilities.

Kangda International has also been
committed to improving its project
operation management system. To
achieve this, we have established an
operation management structure
with key personnel, including the
director, deputy director, director
and division director of the Opera-
tion Technology Department as the
main responsible persons. They are
responsible for overseeing the oper-
ational objectives of water treatment
plants. They also provide crucial
support and supervision to our oper-
ation management, ensuring techni-
cal support and technical services
are provided to maintain equipment
integrity and to ensure that the
discharge water quality of the plants
is stable and up to standard. We are
committed to ensuring that the efflu-
ent quality of sewage treatment
plantsis 100% up to the Discharge
Standard of Pollutants for Municipal
Wastewater Treatment Plant (GB
18918-2002) through a variety of
quality assurance initiatives.

27 Quality Management

Preparation of the Guidelines on Operations

for Sewage Treatment Plants in Winter

o |t clarifies the operation and management measures of some wastewater treatment plants in the case
when influent water temperature is below 10 °C in winter, aiming to enhance our capabilities of emer-
gency response and operations.

Compilation process of Wenzhou Chuangyuan water

plant new production equipment response process

e Combined with the actual production needs of the water plant and production equipment respon
process mechanism, Wenzhou Chuangyuan Water Plant completed the compilation of the Company’
production equipment response process during the reporting period and organized all departments fo
study it.

wn @

—@ N\

Quality assurance initiatives during the operation

of Kangda International projects

® )

Optimize the Develop equip- Adjust operational
staffing structure ment mainten-  process parameters
of water plants  ance plans

e By reviewing the staff
structure of each water
plant, we can make a
comprehensive analysis and
judgment on their staffing
situation, and then optimize
their professional staffing to
ensure the stable operations stable operations and
and compliance of their compliance of their
effluent. effluent.

e

RS

e We have developed
equipment maintenance
plans and conduct
monthly tracking and
assessment of the
implementation for each
water plant to ensure

o For water plants at risk of meeting
standards, we propose optimization
measures and adjust process parameters by
analyzing the existing process, and optimize
the existing process flow through local
process renovation to ensure the stability
and compliance of their effluent.

e Take our water plant in Shan County, Heze
City, Shandong Province, as an example. By
adjusting the operation process parameters
and optimizing process units, Kangda

A International has steadily reduced the total

nitrogen (TN) in the plant's effluent from the

L level which almost meets the standard (<

[ |
? ] ) 15mg/L) to the one which is up to standard
" (<13.15mg/L). This has greatly enhanced
{ \ the stability and compliance of its effluent.
F

.
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During the reporting period, we also
further promoted the development of
our information management system.
We've introduced an online data-filling
platform to standardize the production
management of our operating project
companies and provided them with
timely technical guidance support. We
aim to further enhance the operational
efficiency of our projects and improve
production management capabilities.
At the same time, our water plants have
actively undertaken various information
management initiatives to ensure pro-
duction efficiency.

2022 Environmental, Social and Governance Report

Wenzhou Chuangyuan Water Plant's information

management initiatives

e Optimize the programmable logic controller (PLC) program to realize fully automatic switching of influ-
ent and gas inlet valves, and implement safe start-stop control for important equipment such as fans
and pumps.

e Establish a production management system to further optimize the information collection, process
inspection, production management, and other functions in production management.

We have been certified to the GB/T 19001-2016/ISO 9001:2015 quality management system standard and obtained the CAEPI level-1
industrial wastewater and domestic sewage operation and service ability evaluation certification.

© Quality Management System Certificate
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During the reporting period, Kangda International issued a target responsibility assessment system for the operating companies,
including the Operation Target Responsibility Letter and the Safety Responsibility Letter, to continuously improve the operation

management level.

Effluent Quality Compliance Objective and Actual Rate in 2022

Objective: Effluent Quality Compliance Rate of 100% throughout the Year
Actual Rate: Effluent Quality Compliance Rate of 99.99% throughout the Year

We have installed online monitoring devices across all water plants. These
devices enable us to better monitor the quality of chemicals, and comprehen-
sively monitor the influent, effluent, and raw material processing chemicals.
We have developed the process of handling water not meeting quality stan-
dards and prepared the Emergency Plan for Influent Water Not Meeting Quali-
ty Standards. Additionally, we have implemented a programmable logic con-
troller (PLC) system with early warning capabilities for equipment anomalies,
which also requires timely checks and judgments by our operation personnel.
A combination of intelligent prevention and manual control enables us to
promptly respond to any influent that does not meet the required standards.

During the reporting period, Kangda International had no customer com-
plaints.
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® Treatment process of the influent which does
not meet the standards

01

* Immediately report to the local authorities, and the
Company's operation and technology departments
when influent quality fails to meet the standards

02

* Actively cooperate with the local authorities to
conduct water quality inspection of influent water

* Compile a written report on the results of the
investigation and submit it to the local authorities
and the Company's operation and technology
departments

U

03

* Initiate the emergency plan for influent water not
meeting the standards, and carry out process
@ adjustment measures such as limiting influent flow,
/ activating tanks for accidents, adjusting fan air
volume, and internal and external flow, and adding
additional strains of bacteria according to the plan

Case: Response to high concentration of total

phosphorus in the influent

On October 19, 2022, an operating company of Kangda International detected high concentration of total
phosphorus in its influent. Then, the Company took water samples and adjusted the dosage of magnetic
precipitation to control the rising concentration of total phosphorus. Subsequently, because the rise was too
significant, the production and operation department activated the emergency plan for influent water not
meeting quality standards, took emergency measures to remove phosphorus, and accurately adjusted the PAC
dosage of five groups of magnetic precipitation according to the rapid determination of phosphate in the labo-
ratory. Through these efforts, the operating company successfully controlled the rising concentration of total
phosphorus in the effluent, and stopped the response after the total phosphorus in each group of biochemical
pools, the influent and effluent went back to normal.

Industry Cooperation
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[EB8) Intellectual Property Protection

At Kangda International, we uphold legal compliance, standardized manage-
ment, and labor division principles in all aspects of our operations. We strictly
comply with the Patent Law of the People's Republic of China, the Trademark
Law of the People's Republic of China, the Anti-Unfair Competition Law of the
People's Republic of China, and other laws and regulations. To protect our
intellectual property rights, we continuously enhance our knowledge protec-
tion management system. This includes promoting trademark registration
and patent applications, as well as implementing various measures to pre-
vent infringements.

rara®9is

During the reporting period, we remained committed to maintaining our
intellectual property rights and patent certificates. As of the end of the reporting period, we had successfully acquired a total of
16 intellectual property rights, including patents and trademarks.

Building upon a sound intellectual property protection management system, we remain steadfast in our pursuit of new technolo-
gy development and application to drive efficient production and operations through innovative practices.
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Using the high-pressure

machine to reduce the
water content of sludge

The sewage plant in Huadian City, Jilin Province, reduced the
water content of sludge with its high-pressure machine. In this
process, it used ferric chloride chemicals to destroy the cell wall
of bacterial microorganisms, then put a hydraulic pressure of
250 kg, and finally formed a mud cake with less water content.
This technology effectively reduces the amount of sludge, and
drives down the water content of sludge at the plant from 83%
to less than 60%.

Wenzhou Chuangyuan Water

Plant improved its sludge
treatment system technology

The plant renovated its travel switch system in the dewatering machine room
by replacing the original one with a waterproof one, and the original junction
box with a visualized distribution box (with reset function). This renovation
can clarify the error indication and effectively accelerate the troubleshooting
efficiency while improving the operational efficiency of the belt type sludge
dewatering machine.

In response to the nozzle clogging in the reclaimed water flushing system,
the plant installed a self-cleaning filter in the reclaimed pipe. The installation
has greatly reduced the occurrence of nozzle clogging and extended the
service life of the filter cloth.

The plantinstalled a flocculation mixing tank system with frequency conver-
sion function to the originally designed pipe mixer in the gravity thickening
section of the original belt machine. This installation can prolong the dura-
tion of mixing between sludge and polyacrylamide (PAM), a commonly used
organic synthetic flocculant. This change greatly improves the flocculation
effect, thus significantly reducing the dosage of PAM cation.

Wenzhou Chuangyuan Water Plant keeps optimizing production, improving
its process, and being innovative. By the end of 2022, it had held 7 utility
model patents and 1 invention patent.
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[E&) Supply Chain Management

Kangda International is committed to integrating the concept of sustainable development into supply chain management.
This involves continuously improving the social responsibility management capabilities of our suppliers, strengthening

mutual trust with them, and working closely together to pursue coordinated development. Our goal is to create a high-level
supply chain management system.

| Supplier Management

We have established management policies such as the Supplier Management System and the Contractor Management
System to provide clear and precise working guidelines for whole-process supplier management. We have also set up a sup-

plier admission process that is tailored to the unique characteristics of each supplier. Through strict assessments of factors
such as product quality, service price, and service quality, we ensure high-quality cooperation with our suppliers.

e Admission process for equipment suppliers and engineering contractors

p

~>

Supplier
Introduction

.9

Prequalifi-
cation

&

On-Site
Inspection

Approval
Shortlisting

e Introduce suppliers through information-based search, recommendations from local authorities where projects oper-
ate, public announcements on the Company's official website, internal recommendations by employees or depart-

ments, etc.

Construction entities recommended by the government and government departments need to be audited by the
Construction Center to ensure that they meet the requirements of relevant national regulations in terms of corporate

qualifications and documents

01 02

03

e Suppliers submit relevant
qualifications and information.

tion.

01 02

e Review the supplier's registration
information, business status,
business credit, qualification
documents, and other informa-

e Archive materials provided by the
suppliers.

03

e Inspectors make inspection
plansin advance and fully
communicate with suppliers
to ensure effective
inspections.

e Inspect the supplier's financial
status, human resources,
working environment, work
safety, environmental
management capabilities, etc.

e Prepare an inspection report
based on the inspection results
and submit it for approval.

o After passing the on-site inspection, the approval process needs to be initiated and approved for the supplier to

be registered as a qualified supplier.
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© Admission process for
chemical suppliers

~>

Introduction

Qualification

Approval

e Annual

centralized
procurement
by province.

Focus on the
supply price,
delivery
period,
product quality
and after-sales
service.

Select at least
three suppliers
according to
the final
qualification
results to
ensure stable

supply.

At Kangda International, we are committed to continuously strengthening our
supplier assessment and grading management system. For suppliers and contrac-
tors of construction projects, materials, and equipment, we have established a
comprehensive appraisal system to evaluate their performance on an annual
basis. This system covers areas such as safety management, civilized construction,
project quality, construction progress, cost control, and external arrears. We also
conduct separate assessments during the in-sales and after-sales cycles, and
make decisions on future cooperation based on the results. In addition, we divide
the suppliers into five categories, including potential, qualified, unqualified, stra-
tegic cooperation, and blacklisted suppliers. These efforts are aimed at establish-
ing a comprehensive supplier database to continuously strengthen our supplier
management capabilities.

® Kangda International's Supplier Grading System

Potential suppliers
e The suppliers who have been recommended, in the initial contact stage, or
not yet inspected

Qualified suppliers

e The suppliers who have been inspected and approved by the Engineering
Management Department and the President of the Company, and can directly
participate in our quotation and bidding activities

Unqualified suppliers
e The suppliers who had cooperation with us but are unqualified after
subsequent inspections or assessments and evaluation

Strategic cooperation suppliers

e The suppliers who have established long-term and solid relationships with us
after long-term cooperation, and been evaluated as excellent or good in our
assessment and evaluation in the past years

Blacklisted suppliers

e The suppliers will be included in the blacklist (will no longer be included in the
supplier pool) if they had bid-rigging, colluded bidding, and bribery in the bidding
process, breach of contract after winning the bid, and malicious breach of contract
terms in the contract performance process, as well as resulted in significant losses or
serious consequences

0PO®O®
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As of the end of the reporting period, we had 242 suppliers, and their distribution and

certification status are as follows: " - . . ) .
S _ _ . _ _ ® Proportion of Certified Suppliers during Project Construction
e Distribution of equipment suppliers during project construction
Proportion of suppliers certified by Proportion of suppliers certified by the Proportion of suppliers certified by
the 1ISO 9001 Quality Management ISO 140001 Environmental Management other ISO systems
18 System System

10

7
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o Distribution of engineering contractors during project construction

Engineering
Contractors
1SO 9001 ISO 14001 Suppliers certified by other systems
M North China
I Northeast China
M EastChina
Central China
B Northwest China 80/0
B Southern China
. 1 7
B Otherregions ChemICal
Suppliers i poc

1SO 9001 ISO 14001 Suppliers certified by other systems

e Distribution of chemical suppliers during project operations
4

8

| Centralized Procurement of Chemical Agents

To conduct comprehensive assessments for suppliers, Kangda International has established a cross-departmental chemical agent procurement and
bidding team. Our goal is to enhance the quality and transparency of our chemical agent procurement, improve utilization efficiency, strengthen

4 Nort: Chmah_ centralized distribution management, and ensure timely supply. During the reporting period, we optimized policies such as the Management Mea-
Eort;‘?“ China sures for Chemical Agent Procurement and the Management Measures for Collective Procurement of Chemical Agents. To
ast Ina

further strengthen quality control, we also compared manufacturers and conducted quality inspections of chemical agents in strict accordance with
these management measures. We have also organized operating companies to study and implement the above-mentioned policies on the use and
storage of chemical agents and relevant emergency response procedures. Furthermore, we require them to include emergency responses to chemical
leaks in their safety emergency drills.

Central China
Northwest China
Southern China
Other regions

During the reporting period, Kangda International centrally procured a total of 6 major categories and 23 small categories of chemical agents, account-
ing for about 90% of the total amount of products of our sewage plants by purchase spending. Going forward, we will continue to promote centralized
procurement of chemical agents, with the goal of centralizing all chemical agent procurement by 2023.

(2) The increase in the number of suppliers in 2022 is due to: 1. the inclusion of chemicals originally procured by the project companies into the scope of our centralized procurement in this year; 2. the increase in the
number of suppliers newly hired to ensure the stability of the supply chain in response to the impacts of the external environment, funding, and other factors

35 Quality Management Intellectual Property Protection Supply Chain Management Industry Cooperation 36
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&) industry Cooperation

At Kangda International, we recognize that
strengthening industry cooperation is both essen-
tial to promote open and inclusive development
for companies and the broader economy, and a
solid foundation to respond to external changes. By
working collaboratively with universities, govern-

Case: Environment Day on
June 5th | Kangda
Environmental Protection
Water Co., Ltd. organized
public open day activities

ments, and other external parties, we can effective-
ly harness industry resources and address external
challenges. We are committed to fully utilizing all
available opportunities to promote cooperation
across the industry, ultimately guiding the industry
towards sustainable development.

From May 16 to 31, 2022, Kangda Environmental Protection Water
Co., Ltd., advocated by the Ecological Environment Bureau of Jiao-
zuo City, Henan Province, organized public open day activities.
Our goal is to better promote the theme of "Build a Clean and ® Representatives of Shanxi Provincial Department of Ecology and Environment,
Beautiful World" of the Environment Day on June 5th, 2022, and including the Party Secretary and Director, Wang Yanfeng, visited Fendong
guide the public to actively participate in supporting ecological Sewage Treatment Plant for investigation and research

and environmental protection and ecological civilization construc-
tion. University student participants visited the overall wastewater
treatment process of the Jiaozuo No.1 Plant, guided by techni-
cians from Kangda Environmental Protection Water Co., Ltd.
Through this visit, the students had a deep understanding of the
application of modern technology and knowledge in environmen-
tal protection and recognized the importance of water resources.
Protecting water resources starts from individual and tiny efforts.
Kangda Environmental Protection Water Co., Ltd. has built a
bridge to communicate with the public over the years through
diverse and content-rich public open day activities. It has engaged
a wide range of the public and is willing to have sewage treatment
operated under public supervision to foster an environment in
which it gains the care and support of the whole society in its
sewage treatment business. It will constantly improve its water
environment management capabilities to protect the clean water
and blue sky of Jiaozuo.

* Representatives of Shanxi Provincial Department of Ecology and Environment,
including the Party Secretary and Director, Wang Yanfeng, visited Taiyuan Kangjin
Water Co., Ltd.

e Representatives of the Standing Committee of the Baoji Municipal Committee,
including the Vice Mayor, Ding Shengren, went to Qishan Project Company to
investigate the upgrading and renovation project
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-~ B Kangda International always follows the value of "putting people first", as we recognize
that our success and prosperity depend on the dedication and support of each employee.
To that end, we are committed to establishing and optimizing our talent management
mechanisms, creating a fair and just employment environment, and ensuring a safe and
healthy workplace for our employees. By effectively safeguarding their rights and inter-
ests and promptly understanding their needs, we strive to foster a harmonious work envi-
ronment where both the Company and its employees can grow and thrive together.
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[/ Employee Employment

EEM Talent Recruitment

Kangda International follows the
concept of "open technologies,
open positions, fair process, fair
evaluation, and equitable employ-
ment to recruit talent." During the
reporting period, Kangda Interna-
" tional issued the Notice on Stan-
3.1.1 Compliance Employment dardizing the Employment and
Approval of New Hires Turning into
Regular Employees after a Proba-
tionary Period in Operating Compa-
nies. This notice clearly outlines
the conditions for employee
recruitment and the procedures for approving new hires turning into regular employees after a

Kangda International firmly believes that a united and efficient team, as
well as competitive talent are essential drivers of sustainable operations.
By implementing fair and transparent employment policies, establishing
a science-based incentive mechanism, and a perfect talent development

system, we are committed to providing a huge platform for the develop-

ment of our diverse talent pool.

Kangda International strictly abides by laws and regulations such as the
Labor Law of the People's Republic of China, the Labor Contract Law of
the People's Republic of China, the Social Insurance Law of the People's

Republic of China, and the Regulations on Work-related Injury Insurance,
and its internal regulations such as the Staffing Management System, Recruit-
ment Management System, and Employee File Management Measures. We
adhere to the people-oriented employment principle, and standardizes the
management of recruitment and employment procedures to ensure our em-

probationary period. It also includes a policy that prohibits us from hiring individuals with
work experience that does not match their resumes, false identities, inconsistent education
certificates, unqualified medical reports, or criminal records. We seek to improve the recruit-

ployees can realize their self-worth. In addition, we also released the Man- ment mechanism and optimize the talent pool,

agement Measures for the Employees of Operating Companies-the Exam-

ination System for All Employees and the Notice on Standardizing the Em- We have established a fair and transparent multi-layer recruitment review process to promote
ployment and Approval of New Hires Turning into Regular Employees the building of excellent talent teams. We also utilize a range of online and offline recruitment
after a Probationary Period in Operating Companies this year. Our goal is to channels and actively collaborate with third-party recruitment platforms to improve the effi-
effectively improve the quality and business skills of our employees and ciency of our recruitment process and attract top talent.

reduce probation costs by regulating the salary adjustment, employment

restrictions, and the approval of new hires turning into regular employees

after a probationary period. By 2022, all of our employees had signed labor ® Kangda International's Recruitment Process

contracts and were insured by social insurance.

Kangda International strictly abides by the Law of the People's Republic of
China on the Protection of Minors, the Provisions on the Prohibition of
Using Child Labor, and other laws and regulations. We have established a
dedicated management department to ensure that our approval process is
rational, science-based, and standardized. We insist on treating all of our em-
ployees equally, regardless of their nationalities, ethnicities, races, genders,
religious beliefs, and cultural backgrounds. We resolutely prohibit the em-
ployment and use of child labor, and respect and safeguard the legitimate
rights and interests of all our employees. To encourage the reporting of viola-
tions, we have established a sound whistleblower protection mechanism,

Review by the
Headquarters

which includes measures to protect whistleblowers' identities, keep their

reported cases confidential to ensure their safety, and deal with violations

Hire New

o Recruit  Employees
During the reporting period, the Company had no illegal employment prac- Repo rt

tices such as child labor or forced labor. Recru Itm ent
Needs

publicly.
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As of December 31, 2022, Kangda International had a total” of 2,318 employees, with detailed data shown as follows by employment type, The Company's sustained growth depends on its outstanding talent. In 2022, the overall turnover rate of Kangda International was 6.60%, with
gender, age, job category, and region, respectively. detailed data shown as follows:
© Number of Employees by Employment Type © Number of Employees by Gender © Turnover Rate by Gender ® Turnover Rate by Age

10 Male Employees Aged

|
I
Employees 7'ld‘ 50 and above
|
|
I
I
I
|
|
|
I
I
I
|
|
|
0

|

|

|

|

|
1,507 Female |

Employees 1‘380

|

|

|

|

\

0

| |
| |
| |
| |
W Male Employees ‘ ‘
[l Female Employees 0.00 2.00 4.00 6.

811
Employees
Aged 40-49

2,308 Employees

Aged 30-39

Employees Aged
29 and below

B Full-Time Employees
I Part-Time Employees

© Number of Employees by Job Category © Number of Employees by Age

325 373

189 North China

Northeast China
2,120 919 701

East China

M Employees Aged 50 and above

W Employees Aged 40-49 Central China
Employees Aged 30-39

B Employees Aged 29 and below

W Non-management
Il Junior Management
B Senior Management

© Number of Employees by Region Northwest China

261 South China
175

Other Regions

1,000 0.00 2.00 4.00 6.00 8.00 10.00 12.00 14.00 16.00 18.00

M North China M Northwest China

M Northeast China Il South China

M EastChina [l Other Regions
Central China

(3) For operational reasons, we have updated the classification rules of each region. In this reporting period, Shandong Province was classified as part of North China rather than that of East China, and Chongging City
was classified as part of Central China rather than that of Southwest China.
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BB/ Employee Development

Kangda International continues to improve the talent cultivation system, and invest in employee development. We prioritize our employees'
career growth and encourage them to reach their full potential by providing a range of incentives and opportunities for professional develop-
ment, providing the foundation for our talent upgrade and reserve.

Remuneration Management

Kangda International has continuously improved its remuneration and performance management system and established various remuneration
incentives including performance-related pay, seniority-related pay, and bonuses, to motivate employees for continuous self-improvement.

During the report period, we are dedicated to improving the skills and expertise of our employees while creating a fair, just and transparent
compensation system that rewards hard work and dedication, and reasonably standardize the remuneration adjustment mechanism. To this
end, we have formulated the Examination System for All Employees of Operating Companies during the reporting period. This effort aims
to further standardize the remuneration adjustment management procedures through comprehensive employee evaluation. The evaluation
includes three dimensions: closed-book examination, self-evaluation, and general manager evaluation.

® Kangda International's comprehensive employee assessment system

Basic professional
closed-book exam

e The exam covers operating
companies' rules and regula-
tions, job duties and work
content, operational technology
and professional skills, process
operation instructions,
equipment operation instruc-
tions, and our online courses

evaluation

e General manager
evaluation includes
aspects such as employ-
ees' work capabilities,
attitude, and innovation
capability

Self-evaluation

e Self-evaluation contains job evaluation,
self-awareness of work capabilities, future
career planning and other dimensions
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o

Kangda International also provides a variety of allowances and subsidies for its employees to provide them with adequate support and
motivation to better meet various business needs.

© Employee subsidy programs

@

Job allowances

e |t is provided for deputy
directors or deputy managers
to preside over the work of the
department when there is no
director or manager

Certificate
subsidies

e |tis provided for holders with
relevant certificates needed for
the Company' qualification
management and project
construction

Part-time
allowances

e It is provided for those in the
same position in various
project companies or project
departments

@)

)

@

Dispating
allowances

e It is provided for dispatching
employees

General manager

Vehicle
subsidies

e |t is provided for employees
with no internal vehicles for
business purposes

Communication
subsidies

e Itis provided for employees to
subsidize their telephone bills
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E m p loyee Deve lo p me nt E(L:Srr;g the reporting period, Kangda International provided a total of 19,282 training opportunities, and recorded a total of 45,396 training
At Kangda International, we are dedicated to supporting our em-
ployees' professional development. To this end, we have developed
a talent development system that aligns with market conditions. We
provide diverse support initiatives and a diversified employee train-

ing system to lay a solid foundation for talent development and

Specific training performance is as follows:

® Training Opportunities by Job Category ® Average Hours Per Person by Job Category
| | | |

retention. We have formulated the Training Management System Non-Managerial lé 313 Non-Managerial

(Revised) which includes various modules such as vocational skills, Employees Employees
leadership and management communication training, and empow-
ered all departments to fully leverage internal resources to organize

Mid-Level

|

|

|

their training programs. We have also issued the Subsidy Stan- }
| Managers

|

|

|

|

\

|

Mid-Level
. . . . Managers I968
dards and Implementation Measures to provide various subsidies
for career-related skills and professional knowledge learning. By
incentivizing our employees to learn through taking exams and
applying what they have learned, we fully motivate them to

enhance their professional knowledge and skills.

Senior Managers | |

I I
| |
| |
I I
I I
I I
| |
| |
| |
I I
| I .
| | Senior Managers
| |

| | |
00 10,000 15,000 20,000

o - ]

0 5,
Our training system offers abundant resources to support the

enhancement of employees' work skills, management capabilities,
and professionalism. During the reporting period, Kangda Environ-
mental Protection (Shanggiu) Water Co., Ltd., a subsidiary of

© Training Opportunities by Gender © Average Hours Per Person by Gender

|
|
Kangda International, provided vocational skill upgrading training II;A:WISloyees Eﬂnilsloyees 938 |
and assessment for wastewater treatment workers, sludge treat- }
ment workers, and chemical inspectors. It aimed to effectively |
match vocational standards with its actual production needs, and }
further improve the overall quality and business capabilities of rele- }
vant practitioners in the sewage treatment industry. E%”;?éiees Eiqn;?éiees 19.96 }
|
|
|
\
|
Vocational Skills Training at Kangda Environmental 0 2000 4000 6000 8000 10,000 12000 14000 20 25
Protection (Shangqiu) Water Co., Ltd.
® Percentage of Trained Employees by ® Percentage of Trained Employees by Gender
On May 30 and 31, 2022, Kangda Environmental Employee Category
Protection (Shanggiu) Water Co., Ltd. organized to
conduct vocational skill level assessment for its B &M 5 749,

IS ELEE i | 0.05%
wastewater treatment workers, sludge treatment > i ' | ;

workers, and chemical inspectors through online
and offline training, job training, technical competi-
tions, and skill contests. This strongly relevant and  [£35
practical assessment involved 139 participants, ¢
covering professional theoretical knowledge and
production and operation practices. It fully exam-
ined these employees' professional knowledge,
skills, and the ability to solve practical production
problems. The employees who accepted training and passed the assessment could apply for and obtain vocational qualification certificates
at corresponding levels.

[ .
" 64.77%

94.21% 35.23%

B Non-management B Male Employees

B Junior Management B Female Employees

B Senior Management
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[E8) Employee Care

Kangda International deeply appreciates the contributions and commitment of its employees. We continue to
strengthen humanistic care, advocate work-life balance, organize various activities, create a relaxed and comfort-

able working environment, and enhance the sense of belonging among our employees. RRCRC E m p loyee Ca re ACthltl es
Employees are our valuable assets. We encourage them to actively participate in various physically and mentally beneficial activities
E m p loyee We lfa re within and outside the company. We also organize various amateur events to promote harmony and unity among employees, and to

) . . . . enhance their engagement and sense of belonging.
Kangda International strictly adheres to the Labor Contract Law of the People's Republic of China, the Social Insur-

ance Law of the People's Republic of China, and other laws and regulations, and provides employees with a series
of non-salary and additional benefits in accordance with the Regulations on Salary Management for Member
Enterprises (Revision). To further enrich the diversity of employee benefits, we continuously strengthen the overall

Case: Football match themed

n . .
planning of welfare policies. These efforts aim to improve employee satisfaction and motivation. | gn Itin g the yoO uth passion an d
. . . . n
® Kangda International's employee benefits fighting in the green field
) : To promote corporate culture, enhance communication among our
o Built a table tennis room;
employees, and promote healthy corporate development, soccer fans
e Set up a football team; from Kangda International and its cooperative bank once again played a
e Regularly organize sports competitions; T-a-side friendship soccer match at the 8D Sky Soccer Park of Shuangjia
Non_sala ry « Built a gym for all employees; International Building in Liangjiang New Area, Chongging City.
Be N ef|tS ¢ Regularly maintain the office building's roof garden so that employees can take a relaxing ’ o In February 2022, Duan Linnan,President of kangdalIntemational, accompanied
stroll and work out in the garden during their lunch break. . a b 0 a &1 o . by Shen Ji, General Manager of Beijing Caiyu Wastewater Treatment Plant, came
- ! \ il i H to the plant to deliver care to the employees who still worked at their positions
« Send gifts to employees with children under the age of 14 on Children's Day; { ! . : : " 4 1 during the Chinese Spring Festival.
e Offer allowances to female employees on Women's Day;

Ad d itiO na l ® Provide birthday benéefits to all employees;

. e The trade union will issue condolence allowances to deceased employees' immediate
BenefItS family members.

Employee Communication

LN o n
In order to deepen the communication and exchange with our employees, we have set up two channels for Case- Dralnage CUP
democratic communication and reporting, through approaches such as employee suggestion boxes, emails, Staff Basketball Match * In July 2022, on the occasion of the Communist Party of China Founding Day on
and hotlines. Employees can choose any channel to offer feedback according to their own needs. We will S iLthelRsty BrancnotkanedalEnvironmental Protection (Shancqi
o ) ) ) Co., Ltd. organized party members and cadres to go to the Huanglou Memorial
respond to employees' needs. Every reasonable reported case is independently investigated based on the prin- In July 2022, Taiyuan Kangjin Water Co., Ltd. was invited to organize a Hall where Chairman Mao once visited, to conduct the activity themed
ciples of truthfulness, confidentiality, and effectiveness, and independent investigations are performed after team to participate in the "Drainage Cup” employee basketball "remembering the party's efforts, strengthening the party's spirit, and correcting

friendship match held by Taiyuan City Drainage Management Center, the party's style."
to enrich the cultural life of its employees, create a healthy and good
corporate culture, and fully demonstrate their spirit of unity,

® Kangda International's employee communication initiatives enterprise, and hard work,

E o We conducted frontline investigations in our subsidiaries on labor

. . . contract management, annual leave and other aspects.
Frontline Investigations

the whistleblower has been adequately protected.

o

E e We conducted interviews with employees at the work site, listen to - . — Vg . Kangjin Water Co., Ltd. (Fendong Wastewater Treatment Plant) to conduct work
their actual demands, and develop a talent pool for managerial research and learn about the operations and management of the project
Inter\”ews Wlth Employees roles. company and the construction of the project on site.

e In August 2022, Duan Linnan, President of Kangda International went to Taiyuan
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[EZ) Employee Health
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Kangda International always prioritizes work safety and employees' health. We continuously strive to improve
our internal systems to enhance safety management in all aspects, and actively work towards creating a
healthy and safe working environment for our employees.

Work Safety

Safety Drills and Training

We conduct regular safety drills and provide training to increase employee awareness of potential risks in emergency situations. Our goal is
to ensure that employees are equipped with emergency knowledge and response skills, and are able to protect themselves and their
colleagues in case of emergency, ultimately safeguarding lives and properties.

We continuously improve our safety management system and emphasize the safety awareness and safety emergen-
cy response capacity of our employees. Our goal is to implement the critical concept of "putting safety first".

| Standardized Management

We strictly abide by the laws and regulations such as the Work Safety Law of the People's Republic of China and
the Measures for the Administration of Contingency Plans for Work Safety Accidents. We sign the Operation
Target Responsibility and the Safety Responsibility Letter with each operation company every year, established
safety management policies, and specified the responsibilities for production and construction safety manage-
ment. These system construction and management promotion efforts are aimed at implementing safety-relat-
ed policies, production, and equipment management at each operation company. During the reporting period,
we achieved the safety management targets, fully reflecting Kangda International's excellent work safety man-
agement capabilities.

Electric shock accident and first aid emergency drill activities

In April 2022, Wenzhou Chuangyuan Water Co., Ltd. organized a special
emergency drill for electric shock injury and first aid within the compa-
ny, in which all employees participated. The goal was to test the ratio-
nality, practicality and operability of the Special Emergency Plan for Elec-
tric Shock Injury and First Aid and to improve the ability of our frontline
employees to deal with accidents in an emergency.

E/Iafety No safety responsibility accidents of serious injury or above throughout the year
anagement 2
Perforgmance No fire accidents throughout the year FIOOd COntrOI d rl ll

Minor injury rate below 1%

We identify safety risks and implement preventive measures to ensure work safety based on procedures such
as the List of Dangerous Equipment, Facilities and Environment, the List of Posts Involved in Dangerous Opera-
tions, the List of Hazard Identification and Assessment, the Summary of Major Hazards, and the Description of
Major Hazard Control Measures.

In terms of chemical management, we have formulated internal policies such as the Administrative Measures
for the Addition and Use of Chemicals and the Chemicals Safety Management Regulations to provide clear provi-
sions for chemical storage and contingency plan for leaks, and regularly organize our subsidiaries to conduct
corresponding emergency drills.

During this reporting period, we continued to improve our work safety management procedures, increase man-
agement's awareness of responsibility for workplace safety issues, and enhance our efforts to address various
safety risks.

Kangda International Operations Department issues safety-related notic-
es throughout the year according to different periods and issues, covering

Safety nOtICGS W|th various aspects such as chemical agent quality, thermal preservation in

winter, flooding in summer, typhoons and other seasonal events and

ComprehenSive Coverage safety during holidays.
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In April 2022, Kangda Environmental Protection (Jiaozuo) Water Co.,
Ltd. participated in the 2022 flood control drill of the urban manage-
ment system organized by Jiaozuo Municipal Urban Management
Bureau, and improved its employees’ flood control and disaster relief
capabilities. It aimed to resolutely implement the important instruc-
tions of General Secretary Xi Jinping on flood control and disaster
relief work, and implement the arrangements of the flood control
meetings of the provincial and municipal authorities.

In June 2022, Kangda Environmental Protection (Xinzheng) Water Co.,
Ltd. invited relevant professionals from the Henan Provincial Fire

[ ) ) ) ) Protection Association to conduct flood and heat prevention and fire
E * Operating companies are required to conduct regular safety meetings at safety knowledge training for all employees of its four plants to further
L?(ajzt onhce a \;V?ek t(?[lfocfus on Ejhet;afety sysiem, Ejra'lmng’ spot C.heCde’ enhance the awareness of flood and heat prevention and fire safety of
idden hazard investigation and other aspects, and also summarize an all emplovees.
Wee kly Safety respond to identified issues. They fared well in implementation, with min- Py
meet| ngS utes well-documented.
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EX¥ Occupational Health

We strictly comply with national laws, regulations, and ordinances on occupational health and those applicable in areas where we
operate, such as the Law of the People's Republic of China on Prevention and Control of Occupational Diseases, the Measures for
the Administration of Occupational Health Inspection, the Regulations of the People's Republic of China on the Prevention and Treat-
ment of Pneumoconiosis, and the Measures for the Administration of Diagnosis of Occupational Diseases. We have also developed
the Occupational Health and Safety Management System during the reporting period to effectively safeguard employees' health and
interests.

® Occupational health and safety management initiatives

e The Department of Compre-
hensive Affairs is responsible
for conducting health
monitoring, and participating
in the health inspection
organized by relevant health
authorities for employees
exposed to toxic and harmful
substances. This includes
pre-employment inspection
and regular inspection; Any
employees diagnosed with
occupational diseases should
be treated according to the
opinions of occupational

e Protect the rights and
interests of the employees
diagnosed with occupation-
al diseases, and ensure that
they are covered under
occupational injury
insurance or are provided
the treatment designed for
those with occupational
diseases as stipulated by
the state

Based on the level
of exposure to

;C:;acrzzis disease diagnostic institu-
tions. If acute poisoning
subs'tances, patients are found, they
provide our " should be promptly rescued
irenczl:syaeres wit and reported to the local
: y health and epidemic
E;itiicr;\z:tgear or prevention station. Relevant

personnel of the Department
of Comprehensive Affairs
should review and follow up
with patients with occupa-
tional diseases

regularly inspect,
and maintain
these devices,
and replace them
immediately after
they expire

Actively carry out health
promotion on the prevention

e The Department of Comprehensive Affairs
establishes labor health and occupational
disease files, collects all kinds of dynamic
data, regularly analyzes and researches
them, proposes suggestions in response to
dust and toxic hazards based on scientific
data, actively takes corrective measures, and
regularly verifies them

diseases and occupational

ees' knowledge of disease
prevention. Conduct a health

year
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and treatment of occupational

poisoning to increase employ-

check for all employees once a
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During the reporting period, we obtained the GB/T 45001-2020 and I1SO 45001:2018 Occupational Health and Safety Management
System Certificates, and continuously implemented standardized occupational health management.

® Occupational Health and Safety Management System Certificate
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Over the last three years, there
have been no work-related

Occupational Health and Safety 2022

deaths at Kangda International indicatOrS
Employees with Work-Related Injuries 9
Lost Hours Caused by Work-Related Injuries 436"
Traffic Accidents during Work Commuting 1

(4) Staring from 2022, we adjusted the method of counting lost hours caused by work-related injuries. As such, we no longer count the hours employees take sick leave and only count these recognized by the labor management department.
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“.,j-*-‘:m B KangdaInternational firmly believes that lucid waters and lush mountains are invaluable
assets, and incorporates environmental protection as a crucial aspect of its development. W
We integrate environmental protection into all aspects of our business, including produc- = -
tion, operations, sales, promotion, and routine office affairs, and constantly improve = = = —
energy efficiency and reduce waste emissions. We aim to ensure that a sound ecological ' ===
environment can support sustainable development, and contribute to the Beautiful China
initiative.
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&%/ Environmental Management

Green development is not only a strategic choice to cope with global climate change, but also the path to breaking the resource
and environmental bottlenecks of corporate development. We have always embraced the principles of green development and
low-carbons, gradually promoted the green and low-carbon development of the industry, and contributed to China's "dual
carbon" strategic goals.As an environmental protection investment enterprise, we are committed to the corporate vision of
"Create an Environment with Greener Water, Lusher Mountains and Bluer Skies", and incorporate investment in wastewater treat-
ment as the core of its business. We actively explore comprehensive environmental pollution management, striving to fulfill our
vision.

Standardized Management

Kangda International constantly improves its environmental management system, implements green management strategies,
and prioritizes green production and operations while standardizing corporate behavior. We strictly abide by the laws and regula-
tions such as the Law of the People's Republic of China on Environmental Protection, and have established internal policies such
as the Environmental, Occupational Health and Safety Inspection System, the Environmental Factors, Hazard Source Identification
Evaluation Management System. We seek to effectively fulfill our environmental management responsibilities, prevent and
reduce environmental risks, and raise our awareness of environmental responsibility. We have obtained ISO 14001 environmental
management system certificate.

e Kangda International's environmental management system certificate
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Following the concept of green environmental protection, Kangda International complies with the Construction Law of the Peo-
ple's Republic of China and other laws and regulations during the project construction process. We aim to prevent and minimize
the adverse impact of construction on the environment and animal habitats. In terms of green design, we've created specifica-
tions such as the Design Standards for Energy Efficiency of Residential Buildings in the Hot Summer and Cold Winter Region, the
Engineering Technology Standards for External Wall Insulation, and the General Technical Conditions for Time-Delay Energy-Sav-
ing Lighting Switches. In terms of construction projects, we sincerely comply with the requirements of the Evaluation Standard for
Green Construction of Buildings (GB/T 50640-2010), the Code for Green Construction of Buildings (GB/T 50905-2014), and other
specifications, and have implemented the "four savings and one environmental protection" measures to save materials, water,
energy, and land, as well as to preserve the environment. We have also signed the letter of responsibility for environmental pro-
tection target management with our partners. Furthermore, with environmental protection and the aim to ensure civilized con-
struction in-mind, we have developed special construction plans based on civilized construction management methods, protect-
ed vegetation and organisms surrounding the construction site, and worked to minimize damage to the original ecological envi-
ronment. During project operation, we conduct regular risk inspections and management to identify environmental risks, provide
relevant warnings, and prepare contingency plans such as the Emergency Plan for Influent Water Not Meeting Quality Standards
according to actual operating situations.

Environmental Violations and Results

Kangda International implements whole-process control of environmental risks, fully considers the scope and extent of the
environmental impact on its business, strives to provide open and transparent environmental information, and accepts the
supervision of all stakeholders. In the event of an environmental violation, we take a four-step response initiative to reduce the
adverse impact on the Company.

® Kangda International's response initiatives to penalty

e In terms of environmental violations,
we immediately report the issue to
the local responsible authorities and

the Company's operation and

technology departments after
identifying that the influent water
quality did not meet the standards.

Next, we compile a written report on

the results of the investigation and

submit it to the local authorities and
the Company's operation and
technology departments.

El
* After receiving the Advance Notice
on Administrative Penalty for the
influent not meeting the standards,

we submit written hearing
materials, communicate with the
responsible authorities on penalty
matters, and make reasonable and
lawful demands to be exempted
from penalties concerning
environmental protection.

=l

* Meanwhile, we initiate the
emergency plan to the influent which
does not meet the standards, and
adjust the process. Adjustment
measures include limiting the
influent amount, activating the
accident pool, adjusting the fan air
volume and the internal and external

reflux; and replenishing the bacterial

strains.

©

* After receiving penalties concerning environ-
mental protection, we review the whole event
and implement strategies to avoid such events
in future operations. Strategies implemented
include strengthening upstream and
downstream water quality testing, upgrading
online monitoring devices, and improving the
quality of treated influent.
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I/ Environmental Goals

With the mission of "Create an Environment with Greener Water, Lusher Mountains and Bluer Skies", Kangda International has
been actively exploring the integrated management of environmental pollution, and incorporating investment in wastewater
treatment as the core of its business. We have established environmental targets based on our operational characteristics, in
accordance with the Hong Kong Stock Exchange Reporting guidance on Environmental KPIs, and by referencing the management
practices of our peers at home and abroad. We aim at providing guidelines to fine-tune the management of pollutant emissions
and resource utilization.

e Kangda International's environmental policies

Compliance with Continuous
laws and regula- improvement,
tions, and energy and green
conservation development

Standardized emission,
and clean production

Environmental Goals

In 2021, Kangda International set environmental goals for water consumption, energy consumption, waste disposal, and green-
house gas (GHS) management, respectively. In 2022, we continued to work toward these goals and strive to achieve green devel-
opment in our production and operations.

01

Reduce water consumption and commit to
the stability of wastewater treatment to
meet standards

02

Reduce energy consumption including elec-
tricity, diesel, gasoline, natural gas, etc.,
and reduce energy intensity gradually

e

L5

N
L’J 03

Reduce solid waste such as sludge and con-
struction waste, and further disposal com-
pliance of solid waste

04

Reduce greenhouse gas emissions and inten-
sity gradually
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I® Resource Use

While developing its environmental business, Kangda International also takes measures to reduce the impact of its operations on
the environment and natural resources. By continuously optimizing the resource management system and formulating a resource
consumption management system, we implement standardized and systematic resource consumption management and
vigorously improve resource use efficiency.

Water Resources Management

Water scarcity is a pressing global challenge. As a responsible company, we recognize the importance of effective water resource
management throughout our entire industrial chain, and actively adhere to the China National Water Conservation Plan and
other water conservation policies, while striving to reduce water consumption and ensure proper sewage treatment in its proj-
ects. To implement our water conservation plan, we have established a rigorous management system, introduced advanced pro-
cess technology, and adopted various measures to reduce water consumption. We have formulated and implemented the Water
Conservation Management System, the Regular Inspection System of Water-Using Equipment and Pipes, and the Manual on
Water Conservation for Employees. Our comprehensive approach to water resource management includes efficient utilization of
water sources, regulation and control of process water, development of alternative water sources, and promotion of reclaimed
water. During the reporting period, Kangda International actively improved water efficiency and did not encounter any problems
in seeking suitable water sources.

I Water Conservation Initiatives

During the reporting period, we actively pursued various water recycling initiatives in the project process to improve the efficiency of water
utilization.

@ Water for Production

Reclaimed water recycling Water-saving measures in construction

Reclaimed water recycling means that the thoroughly treated reclaimed water is At the project construction site, we used the water system on the site to
utilized to substitute tap water in production, greening, and vegetation irriga- store rainwater during the rainy season and use it in the dry season,
tion, to reduce the demand for fresh water and conserve water. reducing the dependence on fresh water resources such as river and

This year, we further expanded the use of reclaimed water, reduced the use of tap |@ke systems, as well as tap water.

water, and replaced greening, cleaning, chemical dissolution, and dewatering
machines' backwash water with reuse water according to site conditions.

© Water consumption — : ,
in the office Qitaihe Kangda Water Co., Ltd. provides reclaimed water

We have developed a water con-
servation system in the office and
continuously promoted water con-
servation within and outside of the
Company by enhancing employ-
ees' awareness of water conserva-
tion through approaches such as
bulletin boards and tip posts, and
activities themed water conserva-
tion. We practiced water conserva-
tion actions through small steps
such as promoting the use of
water-saving sanitary ware.

To save and protect urban water resources, Qitaihe Kangda Water Co., Ltd. provided reclaimed water to Datang Power
Plant, and entities responsible for sanitation and greening in 2022. This year, it provided 4.16 million tonnes of
reclaimed water, with a daily supply of 65,000 cubic meters, and a reduction of 1,071.3 tonnes of COD, contributing to
the 16% water reclaimed rate in Qitaihe City. This provides strong support and guarantees for the environmental gover-
nance, ecological balance, conservation of water resources, and protection of groundwater in this city.

Wenzhou Chuangyuan Water Plant uses reclaimed water
for water screen movies

Wenzhou Chuangyuan Water Plant implements the concept of environmental protection
and water conservation, and repeatedly recycles reclaimed water after production and
treatment for vegetation irrigation and road washing in its plant area. In addition, through R
technological reform, the dispensing mode of chemicals has been changed as tap water
is replaced by reclaimed water, which greatly reduces the annual water bill by at least
RMB 30,000. Since 2020, introduced by the municipal management center, its reclaimed
water has been used for municipal highlight projects.

® Table: Kangda International's water consumption

Water Resources Indicators 2020 2021 2022
Total water consumption (10,000 cubic meters) 47.79 46.52 48.4
Water consumption intensity (cubic meters/1,000 0.42 0.36 0.39

cubic meters of water treatment volume)
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Office Resource Management

Kangda International places great emphasis on establishing a green office and actively explores various energy-saving and con-
sumption-reduction measures. We implement energy-saving management in daily production and operations, and enhance the

awareness of all employees through regular cultural promotion.

Q-

e Put up "Turn off the light before
you leave" and other tipsin
offices, meeting rooms, and
restrooms;

e Use energy-saving and efficient
lighting and heating devices;

e Promoting remote video
conferencing and paperless
office;

®

&

e

e Launch the OA office system to
ensure the digital office, a
system which has been safely
operating for 7 years as of 2022;

e Reasonably manage operating
companies' labor protection
supplies and promote
economical and rational use;

e Encourage employees to
choose public transportation
for commuting and contribute
to emissions and carbon
reduction for society.

Chemical Resource Management

In 2022, Kangda International refined the Chemicals Procure-
ment Management Methods and the Centralized Procurement
Management Methods of Chemicals. We strictly followed
these regulations when selecting chemical manufacturers and
conducting quality inspections of chemicals in our database
to ensure quality control. To standardize the use of chemical
resources and improve efficiency, we strengthened our chemi-
cal management and control in routine operations. In addi-
tion, we have carried out internal promotion and organized
training and learning activities for operating companies to
implement the above-mentioned regulations on the use, stor-
age and emergency response of chemicals. We have also
requested these companies to include the response to chemi-
cal leaks in their safety emergency drills in the next stage.
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Construction Material Management

We implement the concept of green construction in the design and construction process, promote rational allocation of resources in

the management of construction materials, reduce waste, and continuously improve resource utilization efficiency.

® Use commercial concrete to improve operational efficiency while ensuring high quality;

® Use recycled plastic granules in paving soccer field and basketball courts;

S

Construction
Material Selection

e Use energy-saving materials such as high resistance bamboo floor and anticorrosive panels as
decoration and garden construction materials.

o Solid construction waste is used for paving temporary roads on site;

\ e Employ backfilling to reduce the usage of soils purchased elsewhere, and thus lower resource

Resource Recycling in the e
Construction Process

o Keep the original residential buildings as functional rooms for management and other

purposes.
Private Building
Utilization
o Recycled scrap rebar is used as reinforcing steel to produce tie bars, horseshoe bars and
\ other detailing;

® Reuse fences and rent protective steel pipes to use them multiple times.

Construction Material
Recycling

® Table: Kangda International's construction resource consumption

Construction Resource Consumption Indicators 2022
Paper consumption (tonnes) 2.54

Metal resource consumption (tonnes) 5,135.00
Wood resource consumption (tonnes) 1,090.00
Plastic resource consumption (tonnes) 920.00

Oil resources consumption (tonnes) 24.03
Chemicals consumption (tonnes) 301,951.15
Construction material consumption (including earth, masonry, mortar 769,860.00

and concrete, etc.) (tonnes)
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IEZ) Emissions Compliance

Kangda International has always practiced a clean and green production and operation model, and strictly controls solid waste,
sewage, exhaust emissions, and noise creation during the construction and operation stages of its projects. We strive to ensure
that all pollutants are treated and discharged in compliance and in accordance with standards. We strictly abide by the Environ-
mental Protection Law of the People's Republic of China, the Atmospheric Pollution Prevention and Control Law of the People's
Republic of China, the Water Pollution Prevention and Control Law of the People's Republic of China, the Soil Pollution Prevention
and Control Law of the People's Republic of China, the Law of the People's Republic of China on the Prevention and Control of
Environment Pollution Caused by Solid Wastes, the Law of the People's Republic of China on Noise Pollution Prevention and Con-
trol, and other applicable laws. In addition, we developed the Standard Collective Manual for Safe and Civilized Construction at
Construction Site and the Manual for Hazardous Waste Management.

In project construction, Kangda International practices green construction, strictly monitors the discharge of sewage and exhaust
emissions, and places a high value on the recycling of construction by-products. In production operations, we strictly implement
the whole-process project emission management measures, including facility improvement, process optimization, and standard-
ized disposal measures to minimize the impact on the environment. In our routine operations, we place a high priority on compli-
ant waste disposal to pursue green production and operations.

Sewage Discharge Management

Kangda International has actively followed local governments' effluent quality standards. We continuously optimize our sewage
treatment processes, and strengthen sewage discharge management in terms of process improvement and facility upgrading,
etc. Detailed information about our sewage treatment processes can be found in Chapter 2 of this report. In addition, for the
sewage generated during the construction and operation of projects and daily operations, Kangda International takes targeted
measures to dispose of it to ensure discharge compliance.

* Mud pools are set up at construction sites to settle and purify the mud generated.

Sewage generated in the
construction process

* The sewage is directed to the sewage plant for treatment through the connected
municipal network;

® For the sewage in locations that cannot be connected to the municipal sewage network,
it is collected with treatment bags and undergoes regular cleaning.

Domestic sewage

© Table: Kangda International's sewage discharge
Sewage Discharge Indicator 2022

Sewage Discharge Volume in operation (cubic meters) ¢ 1,250.00

(5 It only includes the amount of sewage discharged from the Company's living, construction projects and the sewage treatment plant's operations, and does not include the sewage discharged from the sewage
treatment plant after treatment.
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Exhaust Emission Control

The main air pollutant produced by Kangda International during construction is particulate matter (dust). We employ various
measures to reduce emissions and have established a dust monitoring platform through digital management tools such as
remote HD video monitoring at the project construction site. This provides real-time feedback information and helps build "smart
construction sites" that prioritize safety. At the same time, we proactively promote civilized construction initiatives, including the
use of fences and partitions as required by local authorities to ensure the safety and cleanliness of the surrounding environment.
To further enhance environmental protection, we implement multi-layer measures such as spraying water and covering bare soil
areas to ensure the construction site remains neat and dust-free.

For the special gases generated during operations, we install biological deodorization devices to ensure that the emissions
discharged by our sewage treatment plants comply with the secondary standards outlined in the Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant (GB 18918-2002) and the Emission Standards for Odor Pollutants (GB 14554-93).

e Kangda International's dust reduction measures during the construction process

| |

All bare soil areas All bare soil areas Install the dust °
are covered and I are covered at I monitoring I
sprinkled with Install automatic construction sites Fog machines are platform to offer The construction
water to effectively washing equipment to effectively employed at construc- real-time feedback  siteis enclosed and
reduce dust in and car washing control dust tion sites, washing the information partitioned for
construction sheds to reduce entrance and exit closed construction

dust on the road by ground, to reduce dust management

removing mud from by keeping the air

vehicles' surfaces humid

Wenzhou Chuangyuan Water Plant takes targeted measures for

biological deodorization

The plant uses CBR (Carbon Bio Recirculation) bio-enhancement process to control the malodorous gases in the treatment process. According to
the process characteristics and the layout of the sewage plant and other factors, the CBR deodorization bio-enhancement culture tank is centrally
placed in the aerobic biochemical section of the second phase A/O pool. The reinforced activated sludge, through the reinforced culture of the
second phase, is sent back to the centralized inlet to mixed with the sludge from the first phase of biochemical system in the sludge disposal
section to reduce the concentration of malodorous gases in the sludge disposal section, thus controlling malodorous gases throughout the
sewage pre-treatment stage and reducing odor pollutants in the plant.
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Solid Waste Control

Kangda International strictly complies with the requirements of the Law of the People's Republic of China on the Prevention and
Control of Environment Pollution Caused by Solid Wastes and other relevant laws and regulations, and has formulated the
Manual for Hazardous Waste Management and other institutional documents to standardize the management of hazardous
waste. We prioritize the principles of reducing waste amount, ensuring its harmlessness, and transforming it into resources. We
have established strict management protocols for the disposal of solid waste and sludge generated during daily operations, and
reduce waste generation at source through measures such as improving the production process and implementing clean produc-
tion to ensure its stable and standardized discharge and further reduce environmental impact.

For the solid waste generated during project construction, we make reasonable use through the following measures:

“ ® We add environmentally friendly fertilizers to the
“ O surface soil to produce fertilizers for later planting;

The dug earth is reused on site. For example, the waste earth
produced from demolished housing and buildings is used to
build improvised roads.

The primary solid waste generated during our operations is sludge. We have implemented various innovative technologies, such as
high-pressure machine treatment and stacked-screw sludge dewatering to reduce the water content of sludge, and sludge genera-
tion at source. These measures not only reduce transportation costs but also alleviate pressure on the government's sludge dispos-
al center. In addition, we also aim to recycle and reuse the treated sludge by utilizing it in vermiculture and brick making, and
actively promote the efforts of reducing waste amount, ensuring its harmlessness, and transforming it into resources.

® Table: Kangda International's solid waste generation
Solid Waste Indicators 2020 2021 2022

Household solid waste generatiohﬁé;‘(ton nes) 206.00 179.76 368.46
Construction waste generation (tonnes) / 230.00 205.00
Non-hazardous waste generation (tonnes) / 409.76 573.46
Non-hazardous waste generation density / 0.0003 0.0005

(tonnes/1,000 cubic meters of water treatment)

Hazardous waste generation (tonnes) / 0.35 31.80@

Hazardous waste generation density / 0.0003 0.0259
(grams/1,000 cubic meters of water treatment)

(6) The domestic waste counted in 2022 includes kitchen waste, waste in the office, and electronic waste, and only office waste was counted in 2021.

(7) In 2022, project companies maintained their equipment, causing an increase in oil replacement and waste oil generation; and the total amount of hazardous waste generation increased as a result of additional
statistics on waste liquid emissions.
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Noise Control

Kangda International strictly enforces noise management in accordance with rele-
vant requirements. To minimize noise pollution during construction and improve
noise control through effective construction management, we've established a
stringent construction permission procedure to handle night-time construction
and noisy operations. All daily operations must cease after 8:00 p.m. and all oper-
ations must stop after 10:00 p.m. In addition, construction equipment is inspect-
ed on a regular basis, and noisy equipment is phased out to strictly control noise

pollution.

2022 Environmental, Social and Governance Report

The No.2 Plant of Rushan Kangda Water Co., Ltd. uses air suspension blowers

to reduce noise

In 2022, Kangda International coordinated internal resources and
enhanced recycling of equipment. We transferred an air suspension
blower, which was replaced during the construction and upgrading
process of Qingzhou Meiling Sewage Purification Co., Ltd., to the No.2
Plant of Rushan Kangda Water Co., Ltd. The equipment is equipped with
air suspension bearings, with no vibration generated during operations.
After the completion of installation and commissioning, the equipment
successfully realized noise alleviation, and the plant did not receive any
complaints for its noise. Meanwhile, the equipment provides a better aera-
tion effect, thus greatly reducing energy consumption, and saving about
1,000 kWh of electricity per day.
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B8/ Addressing Climate Change

2022 Environmental, Social and Governance Report

Kangda International acknowledges climate change will inevitably impact corporate operations, and recognizes the significant
role companies play in addressing this global challenge. As a leading environmental pollution treatment company in China,
Kangda International actively responds to the national "dual carbon" goal, takes the initiative to assume environmental responsi-
bility, boosts green innovation and research and development, and promotes the application of environmentally friendly tech-
nologies. In accordance with the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD), we have
implemented a comprehensive climate risk prevention strategy that identifies and addresses climate change risks while fully sup-
porting global climate actions.

© Energy saving initiatives in the office

Automatic Establish an
central incentive system
control system [ for energy-saving
efforts

Routine
energy

FEENETWY,
manage labor

Equipment
maintenance
management

management in
the office

protection
supplies

e Reward the unit or
individual for effective
energy saving and
consumption reduction;
inform and criticize the
wasteful behavior and
impose corresponding
punishment

eEnsure "Turn off the light
before you leave" when no  operating companies'
one is in the office, labor protection supplies
implement paperless office, and promote economical
and use energy-saving and  and rational use
efficient lighting and
heating devices

e Reasonably manage e Conduct periodic
inspections and
overhauls to prevent tap
water from leaking
nonstop and reduce

equipment failure rates

e Set reasonable parame-
ters or operation plans to
reduce labor input and
use equipment more
efficiently

Governance Structure

Kangda International has integrated sustainability governance into its corporate governance framework to ensure that the Com-
pany is proactively engaged from the top down in developing and executing strategies to mitigate climate change risks. The
Board of Directors of Kangda International has established its Audit Committee, which is responsible for identifying climate
change risks, assessing the impact of these risks on the Company's business, and formulating and deploying response plans and
measures. The Board of Directors is responsible for overseeing and reviewing strategies to address climate change, and oversee-
ing the implementation of climate change related matters.

® Table: Kangda International's energy consumption and greenhouse gas emissions

Energy Consumption and Greenhouse
Gas Emissions Indicators

Energy Management

Considering the impact of climate change, national policies and industry trends, and taking into account its own strategies and
plans for energy saving and consumption reduction, Kangda International has developed a series of management systems and
initiatives to strengthen energy management throughout the production and operation process. We implement national policies,

2020 2021 2022

Direct energy

and develop and optimize internal energy-saving management systems to regulate energy management. We prioritize research Diesel (liters) 118,330 115,265 259,424
and development efforts towards innovative low-carbon technologies, such as energy saving and resource regeneration in pro- Gasoline (liters) 340,135 254,961 271,690
duction and operations, and invest in energy-saving technology improvement in operations, while actively seeking and applying
clean energy alternative technologies. Natural gas (cubic meters) 3,781 4,287 3,619
I E . . 't' t_ Indirect energy
. . Purchased electricity consumption (kWh) 382,773,833 436,265,226 485,410,524
® Production energy saving
Total comprehensive energy consumption (tonnes of standard coal) 47,558 54,037 60,269
TeCh nOlog|Cal Non_technolog|cal Comprehensive energy consumption intensity (tonnes of standard 0.04 0.05 0.05
coal/1,000 cubic meters of water treatment)
e Technological renovation: greatly renovate facilities anq equipment e Adjustment of prodgctpn operat|0Qs: stagg‘er equipment operat|on§, Seome | @ RE HESe S ST SsIas fenes of Gon e sl ® 1,076 880 1293
under the status quo to achieve the expected energy saving and con-  increase the operating input of equipment in the flat and valley peri-
ti duction. d d red th ting i t of i tinth k iods.
sumption reauction 0ds, and reauce e operating Input of equipment in € peak periods ScopeZgreenhouse gas amissiens (tonnes of COs equivalent) ® 258)321 300)758 327,402
e Process adjustment: 1. strictly control the effluent water quality index ~ Reasonable application of reactive power compensation control cabi-
within the reasonable range of the critical points; 2. improve efficient © net: adjust the power factor as high as possible, which can reduce the Total greenhouse gas emissions (tonnes of CO2 equivalent) 259,397 301,638 328,694
utilization of dissolved oxygen; 3. improve the efficient utilization of ~ reactive power ratio, and thus drive down energy consumption.
production chemicals; 4. reduce equipment energy consumption. Expand the use of reclaimed water: It can be used for cleaning, chemi- Greenhouse gas emission intensity (tonnes of COz equivalent/1,000  0.23 0.27 0.27

e Equipment optimization: give priority to air suspension or magnetic
suspension blowers with significant energy-saving effects; choose
highly efficient and energy-saving pumps and configure corresponding
frequency converters for them to keep the pumps running within the
high-efficiency range and reduce energy consumption.

e cal dissolution, dewatering machine backwash water, etc.

Revise the equipment bidding and procurement system: increase the

e proportion of operation in the equipment bidding and procurement
evaluation, and compare energy consumption in the evaluation
process.
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cubic meters of water treatment)

(8) Scope 1 greenhouse gas emissions are direct greenhouse gas emissions that occur from the Company's gasoline, diesel, and natural gas consumption; greenhouse gas emissions are calculated with reference to the

Requirements of the Guidelines for Gas

ing and Reporting for Public Building Operating Oi ization(For Trial

ReformCommission of the People's Republic of China.

issued by the National Development and

(©) Scope 2 greenhouse gas emissions are indirect greenhouse gas emissions associated with the purchase of electricity; the electricity emission factor applies the 2011 and 2012 Regional Grid Average COz Emission

Factor for China.
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Risk Identification and Response

In 2021, Kangda International identified climate change risks with reference to the framework and recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD) and formed a preliminary climate change risk list. In 2022, we analyzed the climate
change risks in the list and their possible impacts in four dimensions: likelihood, impact, adaptability, and resilience, based on the
Company's business operations and the opinions of internal management and external experts. We formulated climate risk manage-

ment measures and responses.

® Table: Major climate change risks of Kangda International

Climate Change Risks

Relevance Description

Physical
Risks

According to the World Research Institute (WRI)'s prediction, a warming planet will lead to an increase in water-related global risks, includ-
ing water stress, floods (including storms, rising rainfall, and river overflows), and droughts. Floods can have a large impact on the quality
and quantity of water sources and put pressure on the operational capacity of water and sewage plants. Droughts can lead to reduced
water storage and less secure water supply. As Kangda International's business is centered on water environmental management, the

above-mentioned climate change risks will directly affect its business, operations, and work safety.

Climate Change Risks

2022 Environmental, Social and Governance Report

Relevance Description

According to an IPCC projection, the average global surface temperature is expected to increase by approximately 2.0 ° C in the mid-21st
century relative to the period of 1850-1900 under the scenario RCP8.5, with a likely range of 1.4° Ct0 2.6 ° C. At the end of the 21 century,
global temperatures will increase by between 2.6 and 4.8°C, with mean increase estimate of 3.7°C. This increase will have a direct impact on

Kangda International's manufacturing operations and facility maintenance, and thus the Company faces:

10 It refers to the baseline scenario that includes no policy-driven mitigation.
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Strong Kangda International has established its presence across China, and some areas will be exposed to greater water-related risks than others:
WmdS/ « Between September 14 to 16, 2022, Typhoon No. 12 "Meihua" made four landfalls in Zhejiang Province, Shanghai, Shandong Province, and
Cyclones/ Liaoning Province in China. The Strong winds, cyclones, and typhoons will wreak havoc on operational sites, plant infrastructure, and other
typhOOI’]S, facilities, impacting operations and causing asset loss; Employees will be unable to work outdoors in extreme weather, and their commute
may be hampered, posing work safety and health risks, lowering operational efficiency, and increasing operational costs;
floods,
«In July 2022, a heavy rainfall in north-central Sichuan Province triggered flash floods, which exposed Kangda International to risks such as
d I’OUghtS damage to production facilities and fixed assets, and increased safety and health risks for construction personnel;
« From July to November 2022, the middle and lower reaches of the Yangtze River, Sichuan Province and Chongging City experienced
prolonged high temperatures and less rainfall, and suffered from summer droughts and even autumn droughts. Kangda's business opera-
tions (in Sichuan Province, Chongging City, Henan Province, Shaanxi Province, etc.) have a higher risk of droughts, which will cause a
shortage of water supply, resulting in increased water and operating costs, and will also cause a decline in the Company's sewage
Acute treatment business.
Physical o
B The National Climate Assessment (NCA) believes that under the RCP 8.5 climate scenario , the hottest temperatures across China in
RlSkS 2081-2100 will increase by approximately 3.6-7 ° C compared to 1985-2005. The central and eastern China will see the most dramatic warm-
ing effects, and a temperature increase of approximately 6° C. Extreme cold weather will cause some water and sewage networks to rupture,
resulting in reduced sewage system capacity. Kangda International's treatment and construction projects involve extensive outdoor opera-
tions and operation of facilities and instruments, and will therefore see the following effects:
Extreme . ) : : ) )
« From June to August 2022, there was widespread and persistent hot weather in the east and central part of China, lasting for 79 days in
hot total. As such, we experienced increased operating costs caused by soaring demands for cooling in the office and industrial parks, and
and cold employees' inability to work outdoors in extreme weather. In addition, hot weather can result in malfunction or early obsolescence of
existing facilities and assets; and
weather
«In October 2022, there was a widespread cold wave in the east and central part of China, with temperatures falling by 20 ° C or more in
southeastern Henan Province, most part of Anhui Province and Hubei Province, and northeastern Hunan Province, which affected our
outdoor operations and equipment operating efficiency, and increased operating costs at some of our operation sites.
The probability of extreme precipitation events happening by 2050 has increased significantly in comparison to 1950-1981. From May to
Extreme June 2022, there were six times of heavy rainfall in the Pearl River Basin; From June to July 2022, 40 rivers in the Songliao River Basin experi-
fluctuations| enced floodingrising above the warning level due to heavy rainfall. Extreme precipitation can cause damage to infrastructure and increase
. . . project construction and transportation costs. Kangda International has business operations in Guangdong Province and Heilongjiang
Ch ronic n preuplta— Province. As a result, Kangda International faces:
Physical tion and y o . . ,
« Additional extreme precipitation response measures, flood storm warning measures, etc., which increase operating costs.
Risks weather
patterns

Addressing Climate
Change

Emissions
Compliance

Resource Use

Physical Chronic Rising
Risk Physical « Higher operating costs due to increasing demand for cooling; and
ISKS ysica average
Risks temperatu re « Increased safety and health risks for construction workers due to the extreme heat.
According to existing laws, regulations, and industry standards such as the Environmental Protection Law of the People's Republic of
China, the Water Pollution Prevention and Control Law of the People's Republic of China, failure to comply with relevant local laws can
Legal and result in consequences such as fines, business loss, closure of operations, and brand and reputational cost. As a leading environmental
regu lato ry management company, operational compliance is critical to Kangda International, and thus the Company faces:
req uirements| - Increasingly stringent environmental oversight and penalties; and
and « Need to take measures such as facility renovation and replacement to act in compliance, thus impacting operatings.
supervision
In 2021, China officially implemented the Measures for the Administration of Carbon Emissions Trading (for Trial Implementation),
Increased marking the formal operation of the national carbon emissions trading system. The national carbon market has been launched and will
p rici ng continue to expand. Therefore, Kangda International will face:
L. Pol]cies Of green_ « Increased production and operating costs due to the need to reduce carbon emissions; and
Transition ’
Risks Laws and house gas « Deploy low-carbon operations in advance, take into consideration low-carbon and energy-saving efforts in routine operations, and assess
Regulations emissions whether conditions for applying renewable energy or other clean energy are available.

Higher requir-
ements for
reporting
greenhouse
gases
emissions

In 2022, China's Ministry of Ecology and Environment issued the Notice on the Key Work Related to the Management of Enterprises’
Greenhouse Gas Emissions Reporting in 2022 to strengthen the management of enterprises'greenhouse gas emissions data, strengthen
the supervision and management of data quality. It has also issued the Requirements of the Greenhouse Gas Emissions Accounting and
Reporting for Power Generation Facilities (Revised Version 2022). As carbon emissions, carbon trading and other management measures
have been improved and implemented, there will be higher requirements for Kangda International's emissions reports; and with the
introduction of the new ESG reporting guidelines requirements of the Hong Kong Stock Exchange, there will be higher requirements for
reports on greenhouse gas emissions, measures to reduce emissions and operations' environmental impacts. As a result, Kangda Interna-

tional faces:
« Higher operating costs for information disclosure;
« Increased disclosure scope;

« Greater difficulty in disclosure.

In response to the major climate change risks identified above, we have launched various risk management, operation guarantee and
technical support initiatives to continuously improve our climate change risk response capabilities and contribute to the mitigation of

global climate change.

Risk Management

e Establish a sound risk identifica-
tion and prevention system, and
prepare emergency plans for
various extreme weather events
to strengthen risk management
capabilities.

ment.

Operation Guarantee

e Ensure smooth production opera-
tions by optimizing process
operation parameters, practicing
water conservation initiatives, and
implementing centralized procure-

Technical Support

e Continuously boost innovation, research and development,
actively conduct feasibility analysis of environmental management
technologies, and application of new technologies, to provide
guarantees for improving operational efficiency and green
environment protection.
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Kangda International has remained committed to its corporate vision of "Creating a
First-Class Environmental Protection and Creating a Century Enterprise." We understand
the importance of social responsibility as a key component of our corporate development
strategy, and we are fully dedicated to fulfilling this responsibility through our efforts in
green co-construction and philanthropy. Leveraging the unique characteristics of our
business, we constantly upgrade new technologies and approaches and explore effective
management modes for environmental protection. As the Chinese saying goes, "As we
need to think of the source when drinking water, we should give back to society." To give
back to society, we actively explore new technologies and methods in environmental pro-
tection services, develop and innovate sustainable public welfare models, undertake vari-
ous public welfare activities, promote environmental education, and build a harmonious
and warm social atmosphere.

"Green" Co-construction Philanthropy
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/Social Impact

"Green" Co-construction

With the core value of "Sincere Commitment and Repaying the Society" in mind, Kangda International has been actively exploring
new technologies and channels to address environmental pollution control, leveraging its first-class environmental protection
technology, rich development experience, and business characteristics. Over the years, the Company has pushed forward with
the three business sectors of urban water treatment, comprehensive treatment of water environment, and "Beautiful Village"
sewage treatment, seizing the opportunity for transformation and changes in each business sector of the environmental industry,
actively deploying sewage treatment market in small towns, and striving to explore the new model of the environmental industry
and build a harmonious and ecologically civilized city.

Overview of our "Green" Environmental Performance
Co-construction this year: of the Year:

A total ofl l 2serv‘\ce concession arrangements projects, including The total treated water volume reached l, 2 2 6 . 6 M | “IOﬂ tonnes,
10 6wastewater treatment plants, 1 water distribution plant, a decrease of 2 o 80/0,from 2021. Among them,

3 sludge treatment plants, andz reclaimed water treatment plants

« The wastewater treatment service treated ]. ,223 . ]. M | “IOH tonnes,

 The reclaimed water treatment service treated3 .5 M | “IOﬂ tonnes,

9 6wastewater treatment projects with a total treatment capacity of

3.9895 M I lllon B A COD treatment297,000tonmes

3 sludge treatment projects with a total treatment capacity of

55 0 tonnes/day,

2 reclaimed water treatment projects in operation,

with the total daily treatment capacity of wastewater reached

65,000tonnes/day

2 rural water improvement projects under construction

; water environment comprehensive remediation projects

under construction
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Improve water operation standards to protect lucid waters and lush mountains

Kangda International seeks to complete the main task of strengthening sewage discharge management and upgrading and facility
improvement, and raising sewage treatment standards and capacity. We aspire to accomplish the transformation of "sewage into
clean water" by intensifying management support and investing in cutting-edge technology. We aim to give back to nature's gift of
water resources with the purest water, and safeguard rivers, lakes and seas.

Promote integrated wetland management and maintain green ecology
Kangda International actively responds to the requirements and advocates for China's integrated management of the water environ-
ment, advocates for a sustainable balance between economic development and ecological environmental protection, and pro-
motes the integrated management of the regional ecological environment by restoring the water environment of rivers and wet-
lands.

Caijiapo Sewage Treatment Plant in Qishan County upgraded standards

Caijiapo Sewage Treatment Plant actively responds
to the government's request for upgrading the green
co-building standards by replacing the original
sludge dewatering machine with an integrated deep
sludge dewatering machine. This integrated dewa-
tering machine can significantly reduce the water
content of sludge and the amount of transported
and processed sludge through continuous deep
sludge dewatering, and thus can save energy and
reduce emissions. The amount of transported sludge
was reduced by 25%,which saves transportation

rta o
costs and reduces both waste and carbon emissions. o

e Operated integrated deep sludge ® The installed three sludge dewatering equipment
dewatering equipment (with one for operations and two for backup)

After two years' construction, in 2022, Fuzhou Sanjiang
Wetland Park opened to the public. This wetland park
integrates functions such as wetland restoration, water
quality purification, migratory bird habitats, and public
recreation, attracting droves of local residents for sightsee-
ing.

Weifang Binhai Watertown Sewage Treatment Plant Reconstruction Project

Since its renovation, Weifang Binhai Watertown Sewage Treatment Plant has undergone constant optimization and adjustment in the operation process. During
the reporting period, we have implemented various environmental protection measures such as operational equipment commissioning and process optimiza-
tion to ensure that the effluent water quality is stable and up to standard while reducing the impact on the environment.

Kangda International is responsible for the phase | of Taiyuan Fendong Sewage Treatment Plant project. The project
plays a great role in the full collection and treatment of domestic sewage in the southern region of Taiyuan City and in
reaching water quality standards at the Wenansheguo section of the Taiyuan section of the Fen River Basin.




Kangda International Environmental Company Limited
/Social Impact

[/ philanthropy

Kangda International is committed to fulfilling its social responsibility and actively engaging in community philanthropy services.
We strive to support public welfare undertakings such as environmental protection promotion, community building, and rural
revitalization, and encourage employees to participate in community charity activities. These efforts are aimed at contributing to
improving people's livelihood and well-being. This year, we continued to carry out in-depth public welfare activities such as envi-
ronmental protection, environmental knowledge popularization and community care, and made unremitting efforts to build a
better homeland.

In 2022, the total amount of public donations of Kangda International was RMB 34,000, and the total hours of employee volunteer
service was 50 hours.

Environmental Protection Knowledge Popularization

As an environmental protection company, Kangda International leverages its strengths and proactively assumes environmental
responsibility. We recognize that education is the foundation for the Beautiful China initiative and our corporate social responsi-
bility. Accordingly, we take the initiative to collaborate with local communities and conduct environmental education and aware-
ness activities. These activities include public open day visits, community outreach, and cooperation with schools to increase
public understanding of the pollution treatment capacity and effectiveness of sewage treatment facilities, raise public awareness
of environmental protection, and promote public participation in ecological environmental protection.

Wenzhou Chuangyuan Water Plant's environmental education courses

On the morning of May 24, 2022, more than 40
students majoring in environmental engineer-
ing at Wenzhou University, led by their teach-
ers, visited the western part of Wenzhou City
sewage treatment plant as part of their practi-
cal training activities.

They listened carefully to the detailed intro-
duction of a guide and gained an understand-
ing of the water environment condition and
knowledge related to sewage treatment. Then,
they followed the guide to visit the various
processes of sewage treatment. After the visit,
the students unanimously expressed that they
had a more intuitive and profound under-
standing of sewage treatment, and were well
aware of the need to save, cherish and protect
water resources.

China News visited the Taiyuan Fendong Sewage Treatment Plant

March 22,2022 marked the 30th "World Water
Day." China News reporters visited the Taiyuan
Fendong Sewage Treatment Plant to get to
know the sewage recycling process, and live
broadcasted the whole process. The head of
the plantintroduced in detail to the public the
three stages of sewage treatment, which are
pretreatment, biochemical treatment, and
deep treatment, and water quality assessment
indicators.

Through the live streaming, Taiyuan Kangjin
Water Co., Ltd., a public utility company in Taiyuan, fully showcased a good image of the plant and its employees and raised the environmental awareness of
local residents.

2022 Environmental, Social and Governance Report

Community Care

Kangda International takes the initiative to provide community care services and encourages employees to participate in such
activities. In 2022, we carried out community care activities such as environmental protection and public welfare donations. As of
December 31,2022, the Company had invested a total of RMB 200,000 in community care.

Tree Planting Day Activities

As spring brings everything on earth to life. In
March 2022, to create a more beautiful and
comfortable working environment, the Labor
Union of Harbin Kangda Environmental
Protection Investment Co., Ltd. organized a
tree-planting activity in the factory area with
the theme of "sowing new greenery together
and building an ecological factory". More than
20 heads and employees from various depart-
ments and teams participated in this activity,
contributing to environmental protection and
building a green homeland through concrete
actions.

75 "Green" Co-construction Philanthropy
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Environmental, Social and Governance Subject Areas, General Disclosures and KPIs

Index

A.Environmental

Al: Emissions General Disclosure Information on: P63-66

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

Al.l The types of emissions and respective emissions data. P63-65

Al.2 Direct (Scope 1) and energy indirect (Scope 2) GHG emissions (in tonnes) and, where P68

. appropriate, intensity (e.g., per unit of production volume, per facility).

Al.3 Total hazardous waste produced (in tonnes) and, where appropriate, P65
intensity (e.g., per unit of production volume, per facility).

Al .4 Total non-hazardous waste produced (in tonnes) and, where appropriate, P65
intensity (e.g., per unit of production volume, per facility).

Al.5 Description of emissions target(s) set and steps taken to achieve them. P59,P63-64

Al.6 Description of how hazardous and non-hazardous wastes are handled, and a P59, P65
description of reduction target(s) set and steps taken to achieve them.

A2 Use of Resources General Disclosure Policies on the efficient use of resources, including energy, water and other P60-62

raw materials.

A2.1 Direct and/or indirect energy consumption by type (e.g., electricity, gas or oil) in P62
total (kWh in '000s) and intensity (e.g., per unit of production volume, per facility).

A2.2 Water consumption in total and intensity (e.g., per unit of production volume, P60
per facility).

A2.3 Description of energy use efficiency target(s) set and steps taken to achieve them. P56-62

A2.4 Description of whether there is any issue in sourcing water that is fit for purpose, P59-60

water efficiency target(s) set and steps taken to achieve them.

A2.5

Total packaging material used for finished products (in tonnes) and, if applicable,
with reference to per unit produced.

Not applicable, the product
does not involve packaging
materials

B2 Health and Safety ~ General Disclosure Information on: P53
(a) the policies; and
(b) compliance with relevant laws and regulations that have a significant impact on the
issuer relating to providing a safe working environment and protecting employees from
occupational hazards.
B2.1 Number and rate of work-related fatalities occurred in each of the past three years P54
. (including the reporting year).
B2.2 Lost days due to work injury. P54
B2.3 Description of occupational health and safety measures adopted, and how they are P53-54
. implemented and monitored.
B3 Development General Disclosure Policies on improving employees' knowledge and skills for discharging duties at P47
and Training work. Description of training activities.
The percentage of employees trained by gender and employee category (e.g., P48
B3.1
senior management, middle management).
The average training hours completed per employee by gender and employee P48
B3.
category.
B4 Labour Standards ~ General Disclosure Information on: P41-42
(a) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to preventing child and forced labour.
B4.1 Description of measures to review employment practices to avoid child and forced P41
labour.
B4.2 Description of steps taken to eliminate such practices when discovered. P41-42
B5 Supply Chain General Disclosure Policies on managing environmental and social risks of the supply chain. P33-34
Management
B5.1 Number of suppliers by geographical region. P35
Description of practices relating to engaging suppliers, number of suppliers where the P33-34
B5.
practices are being implemented, and how they are implemented and monitored.
B5.3 Description of practices used to identify environmental and social risks along the P33-34
supply chain, and how they are implemented and monitored.
B5.4 Description of practices used to promote environmentally preferable products and P33-34
services when selecting suppliers, and how they are implemented and monitored.
B6 Product General Disclosure Information on: P25-30

Responsibility

(a) the policies; and

(b) compliance with relevant laws and regulations that have a significant impact
on the issuer relating to health and safety, advertising, labelling and privacy
matters relating to products and services provided and methods of redress.

B6.1 Percentage of total products sold or shipped subject to recalls for safety and No product recalled for
health reasons. safety and health reasons
B6.2 Number of products and service related complaints received and how they are P29-30
dealt with.
B6.3 Description of practices relating to observing and protecting intellectual property P31
rights.
B6.4 Description of quality assurance process and recall procedures. P25-28
B6.5 Description of consumer data protection and privacy policies, and how they are Not applicable, we do not

implemented and monitored.

require privacy data from
consumers

A3 The Environment General Disclosure Policies on minimising the issuer's significant impacts on the environment and natural P58
and Natural resources.
Resources A3.1 Description of the significant impacts of activities on the environment and natural P58
resources and the actions taken to manage them.
A4 Climate Cha nge General Disclosure Policies on identification and mitigation of significant climate-related issues which have ~ P67-70
impacted, and those which may impact, the issuer.
Ad.1 Description of the significant climate-related issues which have impacted, and those P69-70
which may impact, the issuer, and the actions taken to manage them.
B.Social
B1 Employment General Disclosure Information on: P41-42, P45,
(a) the policies; and P47, P49
(b) compliance with relevant laws and regulations that have a significant impact
on the issuer relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity, diversity,
anti-discrimination, and other benefits and welfare.
B1.1 Total workforce by gender, employment type (for example, full-time or part-time), P43
age group and geographical region.
B1.2 Employee turnover rate by gender, age group and geographical region. P44

77

B7 Anti-corruption General Disclosure Information on: P21
(a) the policies; and
(b) compliance with relevant laws and regulations that have a significant impact
on the issuer relating to bribery, extortion, fraud and money laundering.
B7.1 Number of concluded legal cases regarding corrupt practices brought against the P21
issuer or its employees during the reporting period and the outcomes of the cases.
B7.2 Description of preventive measures and whistle-blowing procedures, and how P21
they are implemented and monitored.
B7.3 Description of anti-corruption training provided to directors and staff. P21
B8 Community General Disclosure Policies on community engagement to understand the needs of the communities P73-76
Investment where the issuer operates and to ensure its activities take into consideration the
communities' interests.
BS8.1 Focus areas of contribution (e.g., education, environmental concerns, labour P73-76
needs, health, culture, sport).
B8.2 Resources contributed (e.g., money or time) to the focus area. P73-76
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