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Chapter Il
ETE

In this annual report, unless the context otherwise requires, the

Definitions

RAFERA - RXEXEAEN - THAREEATE

following expressions shall have the following meanings: %

“Annual General Meeting” or “AGM”

[BRRBFEXRE ]

“Articles of Association”

[RR]ERE]

“associate(s)”

k- INI

“Board”

[EEg]

“Company” or “Group” or “us” or “we”

NSRS SE AR Al

“connected person(s)”
[BEEAL]

“Controlling Shareholder(s)”
[ AR AR 3R

“Corporate Governance Code”
[bZEER<rAl

“Director(s)”

[E%]

“Domestic Share(s)”

[MER]

Luzhou Xinglu Water (Group) Co., Ltd.

the annual general meeting to be convened by the Company on 9 June 2023, or
any adjournment thereof
RRAFFHR2023F6 HOR BRMRRIAF KRG HAES

the articles of association of the Company, as amended, supplemented or
otherwise modified from time to time

ARRHRRIEIR ATKIERT - HRARAEMT N ERERE)

has the meaning ascribed to it under the Listing Rules
AR EMRAE FZANEE

the board of Directors

ARAREEE

Luzhou Xinglu Water (Group) Co., Ltd.*, converted by Xinglu Water Company
Limited (a limited liability company established on 31 July 2002) on 25
December 2015, which includes its predecessor and subsidiaries as required by
the context

EM T EUEOKTES (RE) RO BRAF - HEVEKBERRAF (R2002F7 31 B
NEAREMEAR)R2015F 12 25 ABHImA - X EFH - BIER & RHTE

NG|

has the meaning ascribed to it under the Listing Rules

A EmARAE T ZARRE

has the meaning ascribed to it under the Listing Rules

A EmARAE T ZARRE

the Corporate Governance Code set out in Appendix 14 to the Listing Rules

LR RIS+ AT E R R ER ST RI

the director(s) of the Company

RRREE

the ordinary share(s) in issue in the share capital of the Company, with a nominal
value of RMB1.00 each, which are subscribed for or credited as paid up in RMB
RRATRAHEFREEARE.00TE BHITHEBIRAA RBRESIIEHR

Annual Report 2022



Chapter Il Definitions continued)

F-E T2 ()

“Fanxing Environmental”
[Z2BRR]

“Qingbaijiang Water”

[& Bk
“H Share(s)”

[HAZ ]

“Hejiang Water”
BILKE]

“HK$” or “HKD”
[Tl sk &%)

“Hong Kong”
(&8

“Hong Kong Stock Exchange
[E RSP

“CASBE”

[PERRE AR
“IPO”

[BRAFREE]

Luzhou Fanxing Environmental Development Co., Ltd.”, a limited liability
company established in the PRC on 18 August 2016 and a non-wholly owned
subsidiary of the Company, mainly engaged in wastewater treatment business
BEMNTEERRERBRAA - —KN2016F8H18HKXIMFEHBEREER
A RNAFEREMBAT - FERBITKERER

Chengdu Qingbaijiang Xinglu Water Co., Ltd. (5 #H & B /L EEKIEHR A7),
a company incorporated in the PRC with limited liability on 13 December 2019
and a non-wholly owned subsidiary of the Company, principally engaged in
wastewater treatment business

T EBRLTEBEKBERAR - —KN2019F12A13ER T EEGREER
Bl ARBIBEREMBAT - FERFITKERER

the ordinary share(s) in issue in the share capital of the Company, with a nominal
value of RMB1.00 each, which are listed on the Main Board of the Hong Kong
Stock Exchange

RABRAHEFREEARE.00TE FEITW AT BRI AT ER _EH T EAR

Luzhou Xinglu Water (Group) Hejiang Water Co., Ltd.*, a non-wholly owned
subsidiary of the Company, mainly engaged in tap water production and sale
BN EEKT (RE) I KEGRAF - AREFEEWBAR - TEHREH
RO EE B EHE

the lawful currency of Hong Kong

BREEE

the Hong Kong Special Administrative Region of the People’s Republic of China
R A RHEMBEEBRFAITRE

The Stock Exchange of Hong Kong Limited
BHEME X HMAERAA

Chinese Accounting Standards for Business Enterprises issued by the Ministry
of Finance of the People’s Republic of China and the Rules as amended from
time to time

REARKMEM BB BB (RS LR RETRETHORA

the initial public offering of the Company’s H Shares on the Main Board of the
Hong Kong Stock Exchange on 31 March 2017
201753 A31 B AR A RHIRER BRI ERK BERAFREE

2022F E e JEM T EIEA (RE) RBERA A



Chapter Il

“Leshan Xingjia”

“Listing Rules”
[ AR Al

“Luzhou Laojiao”

DEMEZE]

»

“Luzhou Infrastructure

DR M EEE
“Model Code”
[iZEsp
“PRC” or “China”
[

“Prospectus”

[HARER]

“Reporting Period”
G-l

“RMB” or “Yuan”
AR ]

“SFO”
[ % Rk K B

“Share(s)”

[tn ]

DefinitioNns continued)

T2 )

Luzhou Xinglu Water (Group) Co., Ltd.

Leshan Xinglu Water Xingjia Environmental Protection Technology Co.,Ltd.* -
a limited liability company established in the PRC on 28 December 2018 and a
non-wholly owned subsidiary of the Company, mainly engaged in wastewater
treatment business

LT BURK S BB RARBM AR AF - —KR2018F 12528 AR WP EAR
BERTF  ARABEREMBAT - FERFITKERER

the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited
BERBERSMBERARESF LR

Luzhou Laojiao Group Co., Ltd.*, one of our Shareholders
BEMNEEEEEREELR - BMRREZ—

Luzhou City Infrastructure Investment Co., Ltd.*, one of our Shareholders
BMTERZEZREBRAR  RMRERZ—

the Model Code for Securities Transactions by Directors of Listed Issuers set
out in Appendix 10 to the Listing Rules
ETRBIMESETFIE M EMBITAESETESFR ZHEZETL

the People’s Republic of China, and for the purpose of this report only,excluding
Hong Kong, Macau and Taiwan
REARLANE  RAFHRAMES - TREDS - RFIRAE

the prospectus dated 21 March 2017 in relation to the IPO
RERAREEHRMBIRER - BAA201763 7218

the year ended 31 December 2022
HZE2022F12A31ALFE

the lawful currency of the PRC

FEREER R

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
BREBEST1E(BH KRBT EG)

the ordinary share(s) of RMB1.00 each in the share capital of the Company,
including H Shares and Domestic Shares

ARRBRAFERAEARKT1.00TTHERBE - 2FHRRAERK

Annual Report 2022
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E=E

“Shareholder(s)”
A&

“Sitong Design”

[PmR 3

“Sitong Engineering”

[MEIis]

“subsidiary(ies)”
Ny PNS

“Supervisor(s)”

B

“Supervisory Committee”

(EEEe]

“Weiyuan Qingxi Water”

[ &8RRI

“Weiyuan Installation Company”

Definitions (continued)

T2 ()

the holder(s) of the Share(s)
SGEST=PN

Luzhou Sitong Water Supply and Drainage Engineering Design Co., Ltd.”, a
limited liability company established in the PRC on 6 September 2002 and a
non-wholly owned subsidiary of the Company, mainly engaged in the provision
of water supply and drainage design service

BT IBEEPK TIRRABR AT - —HKN2002F9 A6 BT BEIBRE(E
AR ARBFEEWMBAR - FERFHKRIKZR RS

Luzhou Sitong Tap Water Engineering Co., Ltd.*, a limited liability company
established in the PRC on 2 September 2002 and a wholly-owned subsidiary
of the Company, mainly engaged in the provision of engineering construction
service
BEMMIEERKIREBRDE - —FHKN2002F9H2BKINFTREEGREMER
A ARAIZEWMBAR - FERHTIEEERS

has the meaning ascribed to it under the Listing Rules
HA AR T %R )8 =

the supervisor(s) of the Company

RRRMES

the supervisory committee of the Company
ARRNEEES S

Xinglu Water (Group) Weiyuan Qingxi Water Co., Ltd., a limited liability company
established in the PRC on 30 December 2004 and a non-wholly owned
subsidiary of the Company, mainly engaged in the provision of water supply
service

FE K (R E) B B5REKBER AR - —HKN20045F12 30 AKIZHEFR
BEAERR  ARRIFEEWMBE LA - EEREHKIRES

Weiyuan City Water Supply and Drainage Installation Engineering Co., Ltd.*,
a limited liability company established in the PRC on 5 November 2007 and a
non-wholly owned subsidiary, mainly engaged in the provision of engineering
construction service

BUEW T HIPK LR TIZER AR - —RN2007F 11 ASAKIHNHTEBEREME
AR ARBIFEZEWNBAR - FERFIRRERER

2022F E e JEM T EIEA (RE) RBERA A
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Chapter Il Definitions (continued)

-

“Xinglu Investment”

[EERE ]

“Xinglu Wastewater Treatment
[HE)5 /KB |

“Xinghe Water Governance”

[EEKIERIE]

op

7

“Xingxu Water”

[ERKE]

wop
(%

* for identification purpose only

Y EHES

Luzhou Xinglu Water (Group) Co., Ltd.

T2 )

Luzhou City Xinglu Investment Group Co., Ltd.*, a limited liability company
established in the PRC on 28 January 2003 and our Controlling Shareholder
EMTEEREEEBRAT - —KMN2003F1 A28 R IMHBEAREELD
CIRE A REoE b

Luzhou Xinglu Wastewater Treatment Co., Ltd.*, a limited liability company
established in the PRC on 11 December 2000 and a non-wholly owned
subsidiary of the Company, mainly engaged in wastewater treatment business
BN BRI S KEIZER AR - —RKMN2000F 128 11 BERUNFEEREER
A ARABEREMBAT  FERFTKEBEED

Luzhou Xinghe Water Governance Co., Ltd. (EM T EA /KRB AEBR AR, a
company incorporated in the PRC with limited liability on 29 August 2018 and
a non-wholly owned subsidiary of the Xinglu Wastewater Treatment, principally
engaged in wastewater treatment business

BEMTEREKRFIAEARAR - —RKN2018F8A20HKUMFPHAREER
A BESKEEFZEMBAR - FERF/TKEEER

Luzhou Xinglu Water (Group) Xingxu Water Co., Ltd., a limited liability company
established in the PRC on 9 October 2018 and a non-wholly owned subsidiary
of the Company, mainly engaged in the provision of water supply service

EMN T EUE KT (R E) BAUKEFR AT - —HKMN2018F10A9RKMHEHR
REMERAF AAFRNIFZEMBAGF » FEREFHKRE

Percent
Aot

Annual Report 2022



Chairman’s Statement

Chapter llI s
F=E EFRE

E=ZE

Pursuing stable
growth on a
solid foundation;
striving for
technology-led
development

Zhang Qi 5K I

Chairman of the Board 2% &

| hereby present the annual report of the Group for the year
ended 31 December 2022 on behalf of the Board.

In 2022, supported by all Shareholders and directed by the
Board, the Group seized the opportunities arising from Chengdu-
Chongging Economic Circle and South Sichuan Economic
Integration, upheld the development philosophy of “steady
development of the principal water supply and drainage business,
vertical extension of upstream and downstream industries,
horizontal expansion of regional business”, and adopted the
management strategy of “consolidation, expansion, capital
empowerment, technology leading and service improvement”.
With sincere cooperation, all staff members overcame difficulties
to steadily facilitate the high-quality and sustainable development
of the Group despite the adverse impact of COVID-19 and
extreme hot weather.

Bl AR SRR IS 2
s Ble R

AANBRRESZSREASEEEHZE2022F12A31H 1E
FERE -

2022% - AEEAELBERNOFHMESENSIET
VABCR A B RR ~ ) BB — BB R R -
BEMEEREERIER L THEEKFLEMH B
HRERAARIOBERDIE - ATBEAREKK  RAHE
- B - BHRSIR - mEiRF I EERE - 28
BB A E - WER R - R B RS =R R
ROTHFE  RIEECESEE  TTRHEZRE -

2022F E e JEM T EIEA (RE) RBERA A
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Chapter Il Chairman’s Statement (continued)

F=E =5 RNE®

BUSINESS REVIEW

In 2022, the Group recorded a total revenue of approximately
RMB1,353.4 million, representing a year-on-year decrease
of approximately 1.2%; net profit amounted to approximately
RMB223.2 million, representing a year-on-year decrease of
approximately 14.5% from the same period of 2021; basic
earnings per share amounted to RMBO0.24, representing a year-
on-year decrease of approximately 14.3% from the same period
of 2021. The Board resolved to recommend the distribution
of final dividends of RMBO0.05 per share (tax inclusive) to the
Shareholders for returning their long-term support to the
Company.

INNOVATION

The Group insisted on independent research and development to
build our its core competitiveness. We constantly improved the
intelligent water system of “Internet + production management”
and implemented the project of “water recycling for real-time
detection at water supply plants”, which has precisely improved
the efficiency of detection. The concept of “Internet + production
management” has been promoted and applied in the wastewater
treatment and township-based wastewater treatment sectors, so
as to reduce energy consumption and shift wastewater treatment
operation from automation to intelligence. The Company’s self-
developed “in-situ capacity expansion technology for wastewater
treatment”, “an integrated domestic wastewater treatment
system” for rural wastewater treatment and “a mechanical
membrane grating device” have been granted utility model
patents by the China National Intellectual Property Administration.
The application for one invention patent is being accepted. MBR
integrated wastewater treatment equipment was approved as
a key research (high-tech) project by the office of science and
technology of Luzhou in 2022, which is leading the way in this
type of equipment. The Group’s soft power is on the rise and our
technological leadership is gradually emerging.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Chapter lll Chairman’s Statement (continued)

F=E == RNE®

BUSINESS EXPANSION

The Group grasped the opportunity of liquor-making wastewater
treatment in the liquor industry, a speciality industry in Luzhou,
to expand the sub-sector of industrial wastewater. In 2022, the
Group completed the entrusted operation of five liquor-making
wastewater treatment projects, laying a solid foundation for the
market-oriented and scale-based development of the liquor-
making wastewater industry. In addition, the Company also
actively carried out project expansion, and successfully won the
bid for the PPP wastewater treatment project in Litang County,
Ganzi Tibetan Autonomous Prefecture and actively solved
the difficult problem of meeting the standards for wastewater
treatment in extremely cold areas, preparing well for the
subsequent expansion of related sub-sectors.

FUTURE PROSPECT

In 20283, the Group will fully grasp the development opportunities,
implement the development idea for the 14th Five-Year period,
and carry out the established management strategy. We will
focus on key points, improve quality and benefits to cement our
foundation, invest in expanding business, extend the industry to
seek breakthroughs, expand the market with technology, and
explore intelligent control. The Group will promote the integration
of water supply and drainage in townships, expand the industrial
wastewater treatment market, and build the “intelligent water”
technology brand to enhance our core competitiveness, aiming to
promote our sustainable and healthy development.

ACKNOWLEDGEMENT

| would like to take this opportunity to express my sincere
gratitude and best regards to all the Shareholders and partners
for their continuous trust and support for the development of the
Group, and to all the colleagues of the Group for their hard work
and contributions.

Zhang Qi

Chairman of the Board
Luzhou, the PRC

30 March 2023
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Chapter IV Financial Highlights

EME BT

Upon approval at the second extraordinary general meeting of the

Company for 2021 convened on 28 December 2021, the G

adopted the CASBE to prepare its overseas financial statements
from 2021 and restated its consolidated financial statements for
2020 according to CASBE. The consolidated financial statements
of the Company for the years 2019 and 2018 were prepared in

R2021F12828H + &R AF)2021F 5 X EGFR AR R

roup AEHE - REBB2021FFBRRTE R ESER

accordance with the International Financial Reporting Standards

and no adjustments were made thereto. Details are showed in the

analysis below:

4.1 CONSOLIDATED RESULTS

4.1 SH¥EE

For the year ended 31 December

RBEORINA TR - WH E 20205 )& OB ISR & AR
BREMCESTEAM T Eil - "RAFI2019K%20184F
A SRR L AR MAERAE - DABBRBEERMBR
HRAER - FROTHHT

H#E12A1ALEE

2022 2021 2020 2019 2018

20226 20216 2020%F 20194 20184

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARETT ARETT ARETT ARET:R

Revenue WA 1,353,419 1,370,098 1,205,479 2,067,132 1,218,206
Profit before tax BRELRIAE 256,756 307,322 304,459 231,994 186,630
Income tax expense FERAX 33,516 46,347 43,032 (30,471) (19,388)
Net profit for the year FREFAHE 223,241 260,975 261,427 201,523 167,242

Comprehensive income attributable to: JEE44 Iz

— Shareholders of the Company —BBRARRRE 203,225 241,327 245,081 190,960 153,451

- Minority shareholders -BBROERR 20,016 19,048 14,205 10,932 13,177
223241 260376 259,086 201892 166,628

Return on average equity " FHRAEFRS 8.0% 9.9% 9.9% 8.7% 8.8%
Basic earnings per share @2 HEAGREF Y 0.24 0.28 0.29 0.18 0.16

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022



Chapter IV Financial Highlights continued)

EME

Note: Return on average equity equals profit for the year divided by the

TSR )

average balance of total equity at the beginning and end of the

period and multiplied by 100%.

MisE © SRR 3R 2R 5 2 6 35 I Bk LA HA 0] B B R i 25 AR 5B
BT AREETRIA100% ©

4.2 CONSOLIDATED ASSETS AND 42 EHEERAR
LIABILITIES
For the year ended 31 December
#HE12A31ALEE
2022 2021 2020 2019 2018
20228 20214 2020%F 20194 2018%F
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
AERBTE ARETT ARETT AR¥®TT ARETR
Total assets BEE 7,140,568 7,073,316 6,668,536 5,815,603 3,811,837
Total liabilities BERE 4,299,548 4,412,295 4,210,215 (3,688,125)  (1,854,926)
Total equity gt 2,841,020 2,661,021 2,458,321 2,127,478 1,956,911
Equity attributable to shareholders ~ RAFEIIKE
of the Company bR 2,636,130 2,476,129 2,307,946 2,019,412 1,880,035
Non-controlling interests R RS 204,890 184,892 150,375 108,066 76,876
2,841,020 2,661,021 2,458,321 2,127,478 1,956,911
2022 EiRE  EMTEEKE (EE) ROERAR
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E%FEJH%EE/\WT

5.1 INDUSTRY OVERVIEW

In recent years, the urban water supply penetration rate
in China stood at approximately 99.38%, and the urban
wastewater treatment rate was approximately 97.89%.
Urban water supply and wastewater treatment have entered
a mature stage and the growth of demand has slowed
down, and the water supply and wastewater treatment
business will gradually penetrate into rural towns in the
future. On 30 December 2022, the National Development
and Reform Commission, the Ministry of Housing and
Urban-Rural Development, the Ministry of Ecology and the
Environment jointly released the Implementation Plan for
Promoting the Construction and Management of Domestic
Wastewater Treatment Facilities in the Established Towns,
pointing out that China will significantly improve the domestic
wastewater treatment capacity in the built-up areas of the
established towns, basically build a sewage pipe network
in all the built-up areas of the established towns with a
resident population of more than 50,000, and basically
achieve full coverage of domestic wastewater treatment
service in the built-up areas of the established towns with
a resident population of more than 10,000 and the built-up
areas of the established towns in the Beijing-Tianjin-Hebei
region, the Yangtze River Delta region, and the Guangdong-
Hong Kong-Macao Greater Bay Area by 2025. China will
basically achieve full coverage of domestic wastewater
collection and treatment service and full collection and
full treatment of household waste in built-up areas of the
established towns by 2035. The support of national policies
is not only conducive to the steady growth of the water
industry, but also promotes the rapid development of water
supply and drainage business in townships, becoming
a new revenue and profit growth point for water service
providers.
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In addition, with the widespread application of a new BEoN - BEE LA - KB - EEHESHT K
generation of information technology such as the Internet, SERMHWEZER 7J<ﬂ‘“ﬁ¥ﬁ’\]1é« b SKIE
big data, and edge computing, the IT needs of the water EmRZil BT mMER - BEKRBH
industry are evolving in the direction of diversification R EJLMJN@K%%H%E@%TMIE A2
and complexity. The establishment of an intelligent FABEEKE  BYRE2H—  HHANEBIE
water system enabled the Group to strengthen the R AEHEEE R ERERNNER
integration, development and utilisation management REKBITEELRERLE  BEREKRABKIEITE
level of information in the water industry, establish sound )L RBE - BESIR KIS (E B LB REBMRIA T &
unified and coordinated information standards and norms, RATERNCERSHFEZMNAR - MEHR
develop and popularise key generic technologies and ERHRBEEKREALRBEREHEEREANMA -
products based on information, and promote the sharing HKERRERRS @ J9/KEREFE L - BT
of information resources in the water industry, which has DHOKEBRANEL E@FE BES -
become an inevitable trend in the water industry. The HKEEETRAERL A EERSZA
ability to provide information-based integrated solutions HEMSARNE TS -« GKEENIREZES
for water industry has become the key for players to win ETEBERRFKEITENLERE - hESRK
a competitive advantage. Moreover, the rapid expansion BIK% 5 Bt B 2L @R HNFR A =B ©

of China’s water supply network has led to increased
management pressure, higher leakage rate of water supply
network, and the continuous increase of sewage discharge.
Therefore, the optimisation of the drainage network system,
the construction/expansion of the pipe network, the
optimisation of the operation and scheduling of the water
supply network, the emergency system for flood control
and drainage, the intelligent control of the disinfection and
chlorination process, and the leakage control of the water
supply network, and other respects will also be the growth
points of the water industry in the future, of which making
the need for computerisation and intelligentisation of water
services in China increasingly urgent.

For this purpose, we believe that the water industry will Bt BPIRARIKBITECEEZBLE - ¥
develop in an accelerated pace in the contactless economy, FTROEBE  SEKBEITEBMRER - KE
digital economy empowerment, intelligent water services B2 RERZAHR - HRESKEPRERER
and other aspects, water security and protection will be fully e R R HE S ?ﬂ?fﬁfﬁm*%ﬁ%jﬁ&mﬁ?&*i%
upgraded, quality improvement for urban wastewater pipe o ZEBEEN  BeHEKFITERR
network will be rapidly promoted, and penetration rate of B AIE] o

water supply and drainage business in townships will further
increase. These trends will push the water industry into a
period of quality improvement and transformation.

2022 ERE  EMTEERE(EE)ROGERAR 17
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5.2 DEVELOPMENT STRATEGY AND

OUTLOOK

The Company will fully grasp the development opportunities,
implement the development philosophy of “steady
development of the principal water supply and drainage
business, vertical extension of upstream and downstream
industries, horizontal expansion of regional business”
put forward for the 14th Five-Year Plan period, adopt
the management strategy of “consolidation, expansion,
capital empowerment, technology leading and service
improvement”. It will focus on strengthening and enhancing
its long-term sustainable and healthy development and
pay more attention to development quality, with a view to
transforming into an intelligent water service provider driven

by innovation.

Driven by technology empowerment and capital operation,
the Company will concentrate on key points, expand
business to improve benefits, promote the integration
of water supply and drainage in townships, expand the
regional liquor-making wastewater treatment market,
establish a replicable control mode for external expansion,
and set foot in shale gas wastewater and other industrial
wastewater treatment field. Efforts will be made to tap
the internal potential, reduce costs and increase profits,
optimise the “Internet + production management” system,
and promote the intelligent operation of the wastewater
treatment sector. It will seek the intelligent control and
an intelligent scheduling system for pipe leakage. Led by
technologies, the Company will build on momentum in
the industry chain, build the “intelligent water” technology
brand, and create new revenue and profit growth points
through the “software + hardware + promotion” sales
model, aiming to promote its sustainable and healthy
development.
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Chapter V I\/Ianagement Discussion and Analysis (Continued)
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5.3 BUSINESS REVIEW 5.3 E¥ MO

The Company, an integrated municipal water service
provider in Sichuan Province, the PRC, operates through
two main segments: tap water supply and wastewater
treatment. It adopts project models of build-own-operate
(“BOO”) and transfer-own-operate (“TOO”) in the course of
business, where it entered into concession agreements for
a normal period of 30 years with local governments. The
Company mainly engages business in Luzhou, Weiyuan
in Neijiang City, Leshan, Qingbaijiang in Chengdu, Leibo,
Dechang District in Liangshan Prefecture, and Litang in
Ganzi Tibetan Autonomous Prefecture, the PRC, etc.

As at the end of the Reporting Period, we operated twelve
tap water plants, nine urban wastewater treatment plants,
two industrial park wastewater treatment plants and seven
entrusted wastewater treatment plants. In addition, we
operated a number of wastewater treatment facilities in
urban and rural areas, and engaged in entrusted operations,
with a total treatment capacity is approximately 1.286
million tons per day.

5.3.1 Tap Water Project

As at the end of the Reporting Period, the Group
owned twelve tap water plants with a daily supply
capacity of approximately 774,000 tons (excluding
emergency standby water plants), unchanged
compared with the end of 2021. The average

utilisation rate of tap water plants is 69.5%.

During the Reporting Period, our total sales volume of
water amounted to approximately 161.7 million tons,
representing an increase of 4.7% as compared with
approximately 154.5 million tons for the same period
of 2021. The increase was mainly due to expansion of
urban water supply area.

ARARAHEO)EEEMBKEREBEER -
TEERBEARKERISKEEMEEZED
Mo EBTERAER-HE KL (IBO0) K
EE—%A KL ([TOO))EBE KR » W85
BFRI M — R AHIB0OF MR L% - AQ A
MEBETFBEEMEE RTHEERRE - 214
wE - KEBmERTE  RIUMNERRESH
B HAUNBEEhEZEREAR -

REREHAR - FAPIEE 128 B HRK R AR I T35
7J<J§€E§lﬁ:?i AR T EE RS KERMR &R TEE

BEEKEER  RMELEE TEMERE
ﬁﬁ*?@ SR ECEEIEE - BARIEAL
#)/128.6 85 °

531 HRXKIRH

RIBEHR  AEEREG 12 HKAELY
77 ABWER) B RKER (& EEERKE) -
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5.3.2 Wastewater Treatment Project

As at the end of the Reporting Period, Xinglu
Wastewater Treatment owned 9 urban wastewater
treatment plants in operation (excluding emergency
back-up wastewater treatment plants), with a daily
treatment capacity of approximately 433,500 tons in
aggregate and production load rate of 92.0%; two
industrial park wastewater treatment plants, with a
daily treatment capacity of approximately 30,000 tons;
7 entrusted wastewater treatment plants, with a daily
treatment capacity of approximately 32,000 tons; a
total of 204 wastewater treatment facilities in urban
and rural areas, with a daily treatment capacity of
approximately 53,000 tons, representing an increase
of 7 wastewater treatment facilities as compared with
that by the end of 2021.

During the Reporting Period, our total actual
treatment capacity of urban wastewater amounted
to approximately 150.2 million tons, representing
an increase of 4.09% as compared with that of
144.3 million tons for the same period of 2021. The
increase was mainly due to a rise in urban wastewater
treatment volume.
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5.4 FINANCIAL REVIEW
5.4.1 Analysis of Key Financial ltems
5411 Operating revenue

During the Reporting Period, operating revenue
of the Group amounted to RMB1,353.4 million,
decreased by 1.2% from RMB1,370.1 million
for the same period of 2021. The decrease was
mainly due to the decrease in total revenue
caused by a significant decrease in engineering
installation revenue resulted from the impact of
real estate market.

54111 Tap water supply
Sales of tap water

During the Reporting Period, revenue of
the Group generated from sales of tap
water amounted to RMB411.1 million,
representing an increase of 6.6% from
RMB385.8 million recorded in the same
period of 2021. The increase was mainly
due to an increase in the amount of water
sold. Revenue generated from sales of tap
water accounted for 28.2% and 30.4%
of our total revenue for 2021 and 2022,
respectively.

5.4 M ¥ O1ER
541 MBEEHRE S

5411 ERIKA
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Chapter V I\/Ianagement Discussion and Analysis (Continued)
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Engineering installation

During the Reporting Period, revenue of
the Group generated from installation
services amounted to RMB359.5 million,
representing a drop of 23.3% from
RMB469.0 million recorded in 2021. The
drop was mainly due to the overall decline
in the real estate market and the resulting
decrease in household meter installations.
Revenue generated from installation
services accounted for 34.2% and 26.6%
of our total revenue for 2021 and 2022,
respectively.

54112 Wastewater treatment

During the Reporting Period, revenue
of the Group from operating services
of wastewater treatment amounted
to RMB524.0 million, representing an
increase of 11.7% from RMB469.3 million
recorded in 2021. The increase was
mainly due to an increase in the treatment
volume of wastewater. Revenue generated
from wastewater treatment accounted for
34.2% and 38.7% of our total revenue for
2021 and 2022, respectively.
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5412 Operating costs

During the Reporting Period, the Group’s
operating cost amounted to RMB859.4 million,
up by 7.2% from RMB801.5 million recorded
in 2021. The increase was mainly due to the
increase in depreciation and amortisation
expenses after the transfer of newly built water
plants to fixed assets and the corresponding
rise in variable costs due to the increase in
water sold and wastewater treatment volume.

54121 Tap water supply
Sales of tap water

During the Reporting Period, the Group’s
operating cost of tap water amounted
to RMB367.5 million, representing an
increase of 12.5% from RMB326.7 million
recorded in 2021. The increase was
mainly due to the increase in depreciation
and amortisation expenses after the
transfer of Beijiao Second Water Plant and
Naxi Water Plant to fixed assets, and the
corresponding increase in variable costs
as a result of the increase in water sold.
Operating cost from tap water supply
operations accounted for 39.3% and
42.8% of our total operating cost for 2021
and 2022, respectively.
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Engineering installation

During the Reporting Period, the Group’s
operating cost associated with installation
services amounted to RMB146.6 million,
representing a decline of 12.4% from
RMB167.3 million recorded in 2021. The
decline was mainly due to the decrease in
engineering installation projects. Operating
cost associated with installation services
accounted for 21.9% and 17.1% of the
total operating cost for 2021 and 2022,
respectively.

54122 Wastewater treatment

During the Reporting Period, the
Group’s operating cost from wastewater
treatment operating services amounted
to RMB301.8 million, representing an
increase of 6.9% from RMB282.2 million
recorded in 2021. The increase was
mainly due to the corresponding change
in variable cost as a result of the increase
in the volume of wastewater treatment.
Operating cost from wastewater treatment
operating services accounted for 36.9%
and 35.1% of the total operating cost for
2021 and 2022, respectively.

5413 Gross profit and gross profit margin

Luzhou Xinglu Water (Group) Co., Ltd.

As a result of the above, the Group’s gross
profit amounted to RMB494.0 million during
the Reporting Period, decreased by 13.1%
from RMB568.6 million for the same period
of 2021. Gross profit margin decreased from
41.5% for 2021 to 36.5% during the Reporting
Period which was mainly due to adjustment of
tariff policy, resulting in the decrease in revenue
from meter installation, and the increase in
depreciation and amortisation expenses after
the transfer of newly built water plants to fixed
assets.

Annual Report 2022
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54131 Tap water supply

Sales of tap water

During the Reporting Period, the gross
profit of the Group for sales of tap water
under tap water supply operations
amounted to RMB43.6 million, decreased
by 26.4% from RMB59.2 million for the
same period of 2021. The corresponding
gross profit margin decreased from 15.3%
for 2021 to 10.6% during the Reporting
Period, which is mainly due to the
increase in depreciation and amortisation
expenses after the transfer of newly built
water plants to fixed asset.

Engineering installation

During the Reporting Period, the gross
profit of the Group for installation services
amounted to RMB212.9 million, decreased
by 29.5% from RMB301.8 million for the
same period of 2021. Its corresponding
gross profit margin decreased from 64.3%
for 2021 to 59.2% during the Reporting
Period, which is mainly because the
adjustment of tariff policy resulted in a
decrease in the gross profit margin of
installation services.
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54132 Wastewater treatment

During the Reporting Period, the gross
profit of the Group for wastewater
treatment operating services amounted
to RMB222.1 million, increased by 18.7%
from RMB187.1 million for the same
period of 2021. Its corresponding gross
profit margin increased from 39.9% for
2021 to 42.4% during the Reporting
Period. The increase was mainly due
to lower unit cost as a result of the
optimization of our wastewater treatment

model.

5414 Other revenue

During the Reporting Period, the Group’s
other revenue amounted to RMB63.4 million,
increased by 83.7% from RMB34.5 million for
the same period of 2021. The increase was
mainly due to the receipt of the sludge disposal
subsidy fee granted from the government.

5415 Cost of sales

During the Reporting Period, the Group’s cost of
sales amounted to RMB24.3 million, decreased
by 3.1% from RMB25.1 million for the same
period of 2021. The decrease was mainly due to
lower office fees and amortization.

5416 Management expenses

During the Reporting Period, the Group’s
management expenses amounted to RMB94.4
million, decreased by 7.1% from RMB101.6
million for the same period of 2021.
decrease was mainly due to the decrease in
fees for consulting services, and information

technology services.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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5417 Research and development expenses

During the reporting period, the Group’s
research and development expenses amounted
to RMBO0.8 million, which mainly represented
the research and development expenses
for the “C-MBR integrated wastewater
treatment equipment” developed by Fanxing
Environmental.

5418 Finance costs

During the Reporting Period, the Group’s
finance costs amounted to RMB125.2 million,
increased by 4.4% from RMB120.0 million for
the same period of 2021. The increase was
mainly due to the interest expensed on the
corresponding loan after the transfer of the
Hejiang Huangxi Water Plant to fixed assets and
the interest on the new loan for Qingbaijiang
Water and Xinglu Wastewater Treatment.

5419 Income tax expense

During the Reporting Period, the income tax
expenses amounted to RMB33.5 million,
decreased by 27.7% from RMB46.3 million for
the same period of 2021. The decrease was
mainly due to increase in deferred income tax
assets recognized on accounts receivable,
provision for impairment of assets and estimated
liabilities at the end of the year, resulting in
a decrease in income tax expenses. For the
years ended 31 December 2021 and 2022, the
effective tax rate of the Group was 15.1% and
13.1%, respectively.

54110 Net profit and net profit margin

As a result of the above, the Group’s net profit
amounted to RMB223.2 million during the
Reporting Period, decreased by 14.5% from
RMB261.0 million for the same period of 2021.
Net profit margin decreased from 19.1% for
2021 to 16.5% for the Reporting Period.
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5.4.2 Analysis of Key Balance Sheet ltems

5421 Accounts receivable

Luzhou Xinglu Water (Group) Co., Ltd.

Accounts receivable of the Group were
RMB486.1 million and RMB526.4 million as of
31 December 2021 and 2022, respectively. The
increase was mainly due to the increase in water
fee receivables, wastewater treatment fees
receivables and construction fee receivables.

The table below sets forth the average turnover
days of our accounts receivable during indicated
periods:

54 BERABRERTEEHESH
5421 EBERRRY

HZE20214 &2022F12H31H » &
SEEKERS R AARK4I1EE
TR ARES26.48E 7T  HIMNERAE
EREYKE  SKEERBRIESE
R0 o

NERETI AR B B R AR R e
BBERE

For the year ended 31 December

#E12A31ALLEE
2022 2021
2022%F 20214
Average turnover days of accounts ~ “F5fE Uk BE X
receivable BTN 135 109
Note: [
(1) Average turnover days of accounts receivable: (1) RBREFGEERE = 360 IR

360/number of accounts receivable turnover,
number of accounts receivable turnover:
operating revenue/average balance of accounts
receivable.

During the Reporting Period, the average
turnover days for accounts receivable grew
from 109 days for 2021 to 135 days for the
Reporting Period. The increase was mainly due
to increase in water fee receivables, wastewater
treatment fee receivables and construction fee
receivables.
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5422 Inventories

Our inventories (consisting primarily of raw
materials, including water pipes and other
gadgets relating to tap water supply and pipeline
installation) were approximately RMB53.7 million
and RMB89.5 million as of 31 December 2021
and 2022, respectively. The increase was mainly
due to an increase in costs of fulfilling contracts.

The increase was mainly due to an increase in
the number of uncompleted household meter
projects.

542 FH

EHE2021FE K2022F12A31H » %
PNFEE (E2HRMEHEN - PIEHE
BRKEEREBLERBHIKE R
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& RBHIAK ARG -

TREIFARHERMEFENFIHE
R

For the year ended 31 December

Average turnover days of inventories F#1F & E#E X

Note:

2) Average turnover days of inventories: 360/
number of inventories turnover, number of
inventories turnover: operating cost/average
balance of inventories.

During the Reporting Period, the average
inventory turnover days decreased from 32 days
for 2021 to 30 days for the Reporting Period.
The decrease was mainly due to the effect of
the increase in costs of contract performance in
inventories.

2022F EHE

#E12A31HILELEE
2022 2021
20224 20214
30 32
(2 HFEHRESEXH =360/ FEAEKX
B FERERE = S¥ERA T
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Chapter V I\/Ianagement Discussion and Analysis (continued)
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5423

5424

5425

Luzhou Xinglu Water (Group) Co., Ltd.
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Other receivables

As of 31 December 2021 and 2022, the Group’s
other receivables were RMB148.2 million and
RMB135.2 million, respectively. The decrease
was mainly due to the recovery of advances and
security deposits.

Fixed assets

As of 31 December 2021 and 2022, the Group’s
fixed assets were approximately RMB3,324.8
million and RMB3,381.8 million, respectively.
The increase mainly came from the transfer of
construction work in progress, including Phase
Il projects of Naxi Wastewater Treatment
Plant, Erdaoxi Wastewater Treatment Plant and
Hejiang Wastewater Treatment Plant into fixed
assets.

Construction in progress

As of 31 December 2021 and 2022, the balance
of construction in progress of the Group
were approximately RMB318.0 million and
RMB354.6 million, respectively. The increase
was mainly due to the new projects, such as
Xicao-Wine Industrial Park Water Supply Project
(Gaoke Road Section), Beijiao Second Water
Plant-Airport Road of water transmission and
distribution pipeline installation, Medium and
high-pressure water pipeline from Hexi Pump
Station to Naxi District, Zhangwan Wastewater
Treatment Plant’s capacity expansion project,
Xuyong Wastewater Treatment Plant’s Phase
Il project, Chengnan Wastewater Treatment
Plant’s Phase Il project and Chengdong
Wastewater Treatment Plant’s Phase Il project.

Annual Report 2022
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5426 Intangible assets

As of 31 December 2021 and 2022, the
Group’s intangible assets were approximately
RMB1,387.9 million and RMB1,396.7 million
respectively. The increase was mainly due
to transfer to intangible assets after the final
settlement of the Phase Ill project of Erdoxi
Wastewater Treatment Plant, the introduction of
the Internet+Production Management System
of the Information Center of the Production
Department and the optimisation and upgrade
of Yongyou products.

5427 Long-term deferred expenses

As of 31 December 2021 and 2022, the
Group’s long-term deferred expenses were
approximately RMB238.1 million and RMB210.2
million, respectively. Such decline was mainly
due to normal amortisation on schedule.

5428 Short-term borrowings

As of 31 December 2021 and 2022, the Group’s
short-term borrowings were RMB239.3 million
and RMB160.1 million,
decrease was mainly due to the repayment of

respectively. Such

short-term bank borrowings.

5429 Accounts payable

As of 31 December 2021 and 2022, the Group’s
accounts payable were RMB539.8 million and
RMB376.1 million, respectively. The decrease
was mainly due to the payment for construction
payables in relation to projects such as Beijiao
Second Water Plant’s Phase | project, Phase
| meter transformation project in the central
downtown, Jiangyang-wide water supply
project, Xicao No. 2 Water Treatment Plant’s
Phase | project and Naxi Water Plant’s Phase |
project.

5406 EEEE

HZE20214F K%2022412H31H @ &
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Chapter V I\/Ianagement Discussion and Analysis (Continued)
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The table below sets forth the average turnover 2R B TR H R AP AT BR A
days of our trade payables during the indicated AR R E
periods:

For the year ended 31 December

#E12A31HLLEE
2022 2021
2022% 20214
Average turnover days of accounts  “FIfEffBE R
payable BAERE 192 268
Note: R
(8)  Turnover days of accounts payable: 360/ (3) ENERFUEEXE=360TE KX
number of accounts payable turnover, number BERE - ENRFBERB=2%
of accounts payable turnover: operating cost/ A, Y BR SRR R o
average balance of accounts payable.
During the Reporting Period, the average RIEH - FHEMRFREXEH
turnover days for accounts payable decreased 20215 #1268 KM EHEHIA192
from 268 days for 2021 to 192 days for the R RAEER2022F 1k
Reporting Period. The decrease was mainly due ’Xﬁiﬁﬂﬁﬁ BITHEF - EWMEERK
to the impact of a decrease in accounts payable E-HTRENR  IERE2EHEKIRE
after the settlement for Beijiao Second Water o AE KB HEIIER - HUEK
Plant Project (Phase |) construction, the Water M—HTERE  EBNERIRDZE
Meter Transformation Projects (Phase |) in the FrEg o
Central Downtown construction, the Whole
Area Water Supply Project in Jiangyang District
construction, Xicao Second Water Plant Project
(Phase ) construction, and Naxi Water Plant
Project (Phase ) construction in 2022.
34210 Contract liabilities 54210 BREIRE
As of 31 December 2021 and 2022, the HZE2021F &2022F12H31H * &
Group’s contract liabilities were approximately SEEREES R AARKI04.068
RMB194.0 million and RMB224.4 million, TTRARB24ABET - EINREE
respectively. Such increase was mainly due to ERBEWBERKE  SKEEEBERT

the advance collection of charges for tap water B e
supply, wastewater treatment and engineering.

32 Luzhou Xinglu Water (Group) Co., Ltd.  Annual Report 2022



Chapter V I\/Ianagement Discussion and Analysis (continued)

ERE

EED uFHﬂEEi/KTﬁ(,A

54211 Other payables

As of 31 December 2021 and 2022, the Group’s
other payables were approximately RMB179.4
million and RMB228.9 million, respectively. The
increase was mainly due to the financial grants
received by Xinghe Water Governance and
the subsidies received by Xinglu Wastewater
Treatment from the Zhangwan Outfall Project,
which will be earmarked for the specified
purposes in the subsequent period.

54212 Non-current liabilities due within one

year

As of 31 December 2021 and 2022, the Group’s
non-current liabilities due within one year were
approximately RMB927.4 million and RMB216.7
million, respectively. Such decrease is mainly
due to the repayment of the non-current
liabilities due within one year.

54213 Long-term borrowings

As of 31 December 2021 and 2022, the Group’s
long-term borrowings were approximately
RMB1,390.7 million and RMB1,920.9 million,
respectively. Such increase was mainly due
to the replacement of the principal of already-
issued bonds with the new bank loans, and the
new loans for new water plants and wastewater
treatment plants.

54214 Long-term payables

As of 31 December 2021 and 2022, the
Group’s long-term payables were approximately
RMB585.3 million and RMB744.4 million,
respectively. Such increase was mainly due to
the receipt of proceeds from bonds earmarked
for wastewater treatment projects and payment
for financial leasing.

54211 BB 5

HZE20214F K%2022412H31H @ &
SEEMENRSIRARK179.48
EBETRARK228 0BT BINER
Ex 2 2 HE KIREUEI B B R &
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By - BEAANBEIES N o

4012 —FERN IR IE BB F

EHE2021F K2022F12A31H &
SE-FANEBPHERBEES AR
AR¥927. 48 BT R ARK216.78
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FERIERBIAE ©

54213 RAGE &

EHZE2021F £2022F12A31 8 » &
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54215 Deferred income

As of 31 December 2021 and 2022, the Group’s
deferred income were approximately RMB268.6
million and RMB243.1 million, respectively.
The decline was mainly due to the normal
amortisation of government subsidies.

5.4.3 Liquidity and Financial Resources

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to Shareholders of the Company
through the optimisation of the debt and equity balance.
The Group’s overall strategy remains unchanged during
the Reporting Period. The capital structure of the Group
consists of net debts (which includes borrowings net of
cash and cash equivalents) and total equity (comprising
of paid- in capital/share capital, capital reserve, statutory
surplus reserve, retained profits and non- controlling
interests). The Group is not subject to any externally
imposed capital requirements.

As at the end of the Reporting Period, the cash and
bank balances of the Group amounted to approximately
RMB609.8 million (at the end of 2021: RMB871.7 million).

As at the end of Reporting Period, the total borrowings of
the Group amounted to approximately RMB3,098.4 million
(at the end of 2021: RMB3,142.6 million), including bank
and other borrowings, of which approximately 66.6% of
these bank and other borrowings bear interest at floating
rates, and short-term borrowings and non-current liabilities
due within one year amounted to approximately RMB357.9
million, all of which were domestic RMB borrowings, and
fixed-rate borrowings amounted to RMB1,036.1 million.

As at the end of the Reporting Period, the net debt-to-
equity ratio of the Group (being calculated by total equity
divided by debts (including long-term and short-term loans
and bonds payable) less bank balances and cash) was
91.2% (at the end of 2021: 85.3%).

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Chapter V I\/Ianagement Discussion and Analysis (Continued)
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5.5 EMPLOYEES AND REMUNERATION 5.5 BB R FHEl B &
POLICY
As at the end of the Reporting Period, the Group had 933 REEHR - AR RIHEHFI33%E 8 (2021F K :

employees (end of 2021: 1,178). During the Reporting
Period, employee salaries and benefits expenses amounted
to approximately RMB152.2 million (2021: approximately
RMB182.9 million). Due to business integration, the
Company has outsourced some of its operations to reduce
the number of dispatched employees. The remunerations
and benefits, including basic and floating wages,
discretionary bonuses and staff benefits, are determined
based on their performance and the competence. During
the Reporting Period, the Company continued to adjust the
new model of salary packing system of its subsidiaries.

During the Reporting Period, the Group did not incur any
significant labor disputes that had material impact on the
Group’s normal business operations.

5.6 MAJOR ACQUISITIONS AND

DISPOSALS

During the Reporting Period, the Company has no major
acquisitions or disposal of assets.

5.7 PLEDGED ASSETS OF THE GROUP

As at the end of the Reporting Period, the Group had
secured bank borrowings secured by the operating
concessions for all water supply projects of the Company
in Jiangyang District, several buildings and tap water
plants of Weiyuan Qingxi Water, and the charging right for
wastewater treatment projects of Fanxing Environmental
in townships and rural areas in Jiangyang District, Luzhou
City.

Save as disclosed above, as at the end of the Reporting
Period, the Group had not pledged any other assets.

1,178%) °$ﬁz%,ﬁﬁﬁaﬂ BEIEHFSREMAXL
HEBARKE152 28T (2021F : HAARE
182.9B &) - AN ARIEBES  MKHHZE
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Chapter V. Management Discussion and Analysis (Continued)
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5.8 FOREIGN EXCHANGE RISKS

During the Reporting Period, the Group carried out business
in the PRC and received revenue and paid its costs/
expenses in RMB. As at the end of the Reporting Period,
the Group had unutilised monetary funds in Hong Kong
dollar, and confirmed that there was no foreign exchange
gains during the Reporting Period. The Group does not
currently hedge its exposure to foreign currencies.

5.9 CONTINGENT LIABILITIES

During the Reporting Period, Fanxing Environmental
and Sichuan Changjiang Engineering Crane Co., Ltd.
(“Changjiang Crane”) were in dispute over contract price
due to the substandard equipment supplied by Changjiang
Crane in the course of performance of the Cooperation
Agreement for Wastewater Treatment Equipment Supply
and Installation in Urban and Rural Areas in Luzhou entered
into between the two companies. As Changjiang Crane
has entered into bankruptcy proceeding, the bankruptcy
administrator of Changjiang Crane has filed a lawsuit on its
behalf, seeking payment of the balance of RMB42.82 million
and liquidated damages of RMB17.15 million, as well as
litigation costs from Fanxing Environmental.

During the Reporting Period, the Company and Zhong
Jiao Jian Hongfeng Group Co., Ltd (“Zhong Jiao Jian
Hongfeng”) were in dispute over balance payment due
to Zhong Jiao Jian Hongfeng’s breach of subcontracting
requirements during the construction process in the
course of performance of the Contract on Civil Engineering
Construction of Luzhou Nanjiao No. 2 Water Plant entered
into between the two companies. Zhong Jiao Jian Hongfeng
has filed a lawsuit against the Company, seeking payment
of the balance of RMB11.55 million, interest on capital
occupied and litigation costs.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Chapter V I\/Ianagement Discussion and Analysis (Continued)
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510 SIGNIFICANT INVESTMENT HELD

5.1

As at the end of the Reporting Period, the equity
investments held by the Group amounted to approximately
RMB55.9 million (2021: approximately RMB55.3 million),
which mainly represents the Group’s equity investment
of 12.72% equity interest of Sichuan Xiangjiaba Irrigation
Construction and Development Co., Ltd.* (70)I|%& A5 % &
REFRFEABREF(E2LAA]) and other unlisted companies in

the PRC.

Information on Sichuan Xiangjiaba Irrigation Construction
and Development Co., Ltd. is set out in Note 8 to the
consolidated financial statements of this report.

EVENTS AFTER REPORTING
PERIOD

Save as disclosed in this annual report, the Group did not
have other significant events after the Reporting Period.

512 OTHER MATTERS

In response to the COVID-19 pandemic, the Chinese
Government took mandatory quarantine measures, and
the region where the Company is located was identified
as a low-risk region. The Company fully implemented the
Government’s various decisions and arrangements to
ensure the safe water supply and wastewater discharge
meeting the standards. The Board believes that the
COVID-19 pandemic has had no significant impact on the
audited annual financial statements of the Group for the
Reporting Period.
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Chapter VI Directors, Supervisors and Senior Management
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6.1 DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

As of the date of the Report, the biographical details of the

Directors, Supervisors and the senior management of the

Company are set out below:

6.1.1 Executive Directors

Mr. Zhang Qi (RI%%H), aged 49, joined the Group
in 1992. As of the date of this report, Mr. Zhang
served as an executive Director, the chairman of
the Board, the legal representative, the secretary
of the Party committee and the chairman of
Strategy Committee of the Company. He is primarily
responsible for the overall operation of the Board,
strategic development and planning and major
decision making of the Group. He has also served
as the director of Sichuan Xiangjiaba Irrigation
Construction and Development Co., Ltd. since March
2015, and the chairman of the board of directors of
Xinglu Wastewater Treatment since March 2022.

Mr. Zhang has more than 30 years of experience
in the wastewater treatment and tap water supply
services industries. He joined Luzhou City Tap Water
Co., Ltd.* (EM T B K/KLLAF]) (“Luzhou Tap
Water”) as a worker in January 1992, then he served
as a section chief assistant of business section from
May 1998 to July 1999, as a vice section chief of
business section from July 1999 to March 2001, and
as a deputy general manager from March 2001 to July
2002. He served as the vice chairman of the Board
and the general manager of Xinglu Water Company
Limited from July 2002 to December 2005, the
chairman of the Board and the general manager of
Xinglu Water Company Limited from December 2005
to December 2006 and the general manager of the
Company from December 2006 to March 2016, and a
member of the Party Committee of Xinglu Investment
from August 2009 to June 2017. He also served as
the general manager and the executive director of

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Luzhou Jiangyang Wastewater Treatment Co., Ltd.
*CEM MRS KER AR AT, which is currently
known as Luzhou Xinglu Wastewater Treatment Co.,
Ltd.* (&N EUE )5 /K BRI PR A A]) from December
2003 to May 2005, as the chairman of the board
of directors of Luzhou Xinglu Water (Group) Beijiao
Water Co., Ltd.* (B /M ENEKH (SE) LK
AR AT (“Beijiao Water”) from August 2004 to
May 2015, and as director of Xinglu Investment from
March 2008 to January 2022. He was re-appointed
as the chairman of the board of directors and the
legal representative of Xinglu Wastewater Treatment
from September 2015 to March 2016, and a director
of Sichuan Xinhuoju Chemical Co., Ltd.* (F9JIIF A
Bt TEEAR AR from November 2017 to March
2022.

Mr. Zhang graduated from Sichuan University of
Construction Workers* (PU)I| 4 28 T RK2) in
Chengdu, the PRC in July 1994, majoring in industrial
and civil construction and then obtained a master’s
degree majoring in business administration from
Southwestern University of Finance and Economics*®
(FEE BT 48 K E2) in Chengdu, the PRC, in July 2007.
From September 1998 to December 2000, he studied
in the correspondence college of the Party School
of Sichuan Provincial Committee of the Communist
Party of China* (#F k10114 Z E 4% (K% 2Ft) majoring
in law. Mr. Zhang was certified as senior engineer by
Personnel Department of Sichuan Province* (P8)11%& A
£ E2) in September 2009.
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Mr. Liao Xingyue (BE#% %), aged 41, joined
the Group in December 2015. During the Reporting
Period, Mr. Liao served as an executive Director,
deputy secretary of Party committee and the general
manager of the Company, mainly responsible for the
Group’s daily operation matters.

Mr. Liao has nearly 13 years of experience in
municipal infrastructure planning, investment,
construction and management. Before joining the
Group, Mr. Liao served as a clerk in Lu County
Construction Bureau* (E&iER/B) from September
2009 to May 2010, and served in Lu County Housing
and Urban-rural Planning and Construction Bureau*
(OB 1E B M 2R B2 R B) as the deputy director
of general office from May 2010 to August 2013 and
as the chief of personnel department from July 2011
to August 2013. He then served as an officer and
the vice chief of inspection section, successively,
in Luzhou Municipal Urban Planning Administration
Bureau* (BN MR EIEIEE) from August 2013
to December 2014 and served as the chief of urban
planning and construction section in Luzhou Municipal
Housing and Urban and Rural Construction Bureau*®
CEM T EEMMMER D) from December 2014 to
December 2015.

Mr. Liao graduated from Tongji University in Shanghai,
the PRC, with a bachelor’s degree, a master’s
degree and a doctor’s degree majoring in geological
engineering in July 2003, May 2006 and May 2009,
respectively.
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Ms. Huang Mei (E# %), aged 54, joined the
Group in December 1987. During the Reporting
Period, Ms. Huang served as an executive Director
(employee representative Director) of the Company,
as well as the chairman of the Company’s labour
union since 2002, the secretary of the Company’s
Disciplinary Committee since 2016, the supervisor of
Sichuan Xiangjiaba Irrigation District Construction and
Development Company Limited since March 2015,
and the secretary of the General Party Branch of
Xinglu Wastewater Treatment since March 2022.

Ms. Huang worked in Luzhou Tap Water Nanjiao Plant
from December 1987 to February 1991. She served
as a labour union assistant and deputy secretary of
Communist Youth League branch from March 1991
to March 1998, the secretary of Communist Youth
League branch from January 1997 to June 2002,
a member of the Party committee from November
1998 to June 2002, and the vice chairwoman of the
labour union from April 1998 to June 2002. From
July 2002 to March 2016, she served as deputy
secretary of Party committee of the Company and
concurrently served as a deputy general manager of
the Company from March 2008 to November 2009,
the head of the material supply department from
December 2014 to September 2015 and a Supervisor
of the Company from March 2016 to March 2022.
She was a supervisor of Beijiao Water from April
2008 to February 2018 and the chairwoman of the
board of directors of Naxi Water from April 2013
to February 2018. She served as the chairwoman
of the Supervisory Committee from September
2014 to November 2018 and a supervisor of Xinglu
Wastewater Treatment from November 2018 to March
2022.

Ms. Huang graduated from correspondence college
of the Party School of Sichuan Provincial Committee
of the Communist Party of China* (R M)A &£ &
R EBT) majoring in law in December 1999. She
qualified as a senior administration engineer granted
by professional evaluation leading group for enterprise
ideological and political personnel in Sichuan
Province* (F0)I|& 2 BAEBUA TIEA BEXBETE
T {483 /)\#H) in November 2009.
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6.1.2 Non-Executive Directors

Mr. Chen Bing (BR&E% %), aged 52. During the
Reporting Period, Mr. Chen served as a non-
executive Director and the chairman of the Strategy
Committee of the Company. He concurrently acted
as deputy general manager of Xinglu Investment,
the chairman of the board of Xinglu Investment Fund
Management Co., Ltd.* (BEMTEEREE S EREE
FR A 7]), the executive director and general manager
of Luzhou Xinglu Financial Leases Co., Ltd.* (&N
BE R EFHE AR A Al), the chairman of the board
of directors and legal representative of Luzhou Rural
Development, Investment and Construction Co.,
Ltd *CEM T 2N AR EERZ AR AR, a director of
Luzhou City Chengnan Construction Investment Co.,
Ltd.* CEM TR ER2RIKREBR A A), Luzhou China
Resources Xinglu Gas Co., Ltd.* (J& M E B BUE KA =
BBRAR]), and Chuantie (Luzhou) Railway Co., Ltd.*
(1188 CEM) B8 AR E(EA ). He also serves as a
director and the general manager of Luzhou Traffic
Investment Group Co., Ltd.* (EM TR BIREEBGR
EERT).

Mr. Chen has over 27 years of experience of
corporate management. Before joining the Group, Mr.
Chen served in Sichuan Luzhou Investment Co., Ltd.*
()11 & &ML E A aE]) as the deputy manager and
the manager of securities department from October
1995 to May 1997 and from May 1997 to July 2001
respectively. He served as the manager of investment
department of Luzhou City Infrastructure Investment
Co., Ltd.* (EM T EMERIREBR A F]) from July
2001 to July 2004. He then served positions in Xinglu
Investment as the manager of investment department
from August 2004 to December 2006, as an assistant
general manager from December 2006 to July 2010,
as the manager of engineering department from
November 2008 to July 2009, and was promoted
as the deputy general manager in July 2010. He
also served as the general manager and chairman of
board of directors of Xinglu Wastewater Treatment

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022

Chapter VI Directors, Supervisors and Senior Management (Continued)
S5 EENEAEEE®

6.1.2 FFMITESE

MEREE 525 REENMEBMAEMS
RRABEATEERBREZERZE - KA
R EEER ERIELE - BN EERE
BREECEBRERARESER  BEMHEE
BMEMEARARNATESRARLE BN
TMERNHAEREEZRBRARESTR A
ERRA - EMNTREERIREGRARE
F EMEBEERRERIREZTARIII
BOBM) BEEREETLAES - RITRE
MHZBREEBERETAREE AL
o

PR BT F L EERLR - MALRSE
Bl RAEEB1995F 108 2199745 A
& E199745 8 £2001F7 A% BIHEEM)I
BEMEERRINBIEERBLHPLIE - &
B200147 A Z£2004F7 A & EE /M E5g
ERIREARARIR A SPALIE o B EERNE
ER A EEZ AR - 5200498 A ZE2006
FI2ABEFERETLIE - B2006F12A &
201047 BE T4 CIEBNIE - B20084F 11
HZE2009%F7 AEETIZ SR - W M2010
FTAESH ARBEIR - fFINE2005%5



ERE

from May 2005 to December 2007 and from June
2005 to September 2015 respectively. He served as a
supervisor of South Sichuan Interurban Railway Co.,
Ltd.x (I mkFR i AR B E A R]) from July 2014
to January 2019, a director of Luzhou Port Bonded
Logistics Co., Ltd.* (E/NEERIE Y TERAF]) from
September 2013 to February 2018, the chairman of
the supervisory committee of Sichuan Xuda Railway
Limited* (79I RUR#E& B R B E 2 F) from April 2013
to October 2019 and of Longma Xingda Petty Loan
Co., Ltd.* (EHFEEZE/NEEFBRHER A F]) from
December 2011 to September 2019, and a director
of Luzhou City Infrastructure Investment Co., Ltd.* (&
INTHEREERICE AR AF]) from December 2013 to
February 2021.

Mr. Chen graduated from Zhengzhou Institute of
Aeronautical Industry Management* (&2 T &
IBEERL) in Zhengzhou, the PRC in July 1992, majoring
in operation management, then graduated from Party
College of Sichuan Province* (FF £ P0)I|& £ £4) in
Chengdu, the PRC, in June 2004, and then obtained
an executive master of business administration from
Southwestern University of Finance and Economics*
(P &£ KXE) in Chengdu, the PRC, in January
2011. Mr. Chen has been accredited as an assistant
economist by Planning Committee of Luzhou
City*(EM M 5T E|Z B <€) in April 1994 and obtained
the certificate as a drainage engineer granted by
Personnel Department of Sichuan Province* (P4)11%& A
£E2) in July 2010.
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Mr. Yu Long (Wi#88% %), aged 45, was a non-
executive Director and a member of the Nomination
and Remuneration Committee of the Company during
the Reporting Period. He is also a director of Luzhou
High-Tech Investment Group Co., Ltd., a director of
Sichuan Chuanijiu Group Industry Development Co.,
Ltd., a director of Luzhou City Investment Group and
a director of Sichuan Tianhua Co., Ltd. He is currently
the deputy general manager of Luzhou State-owned
Capital Operation and Management Co., Ltd.

Mr. Yu has over 21 years of experience in dealing
with state-owned enterprises. He served as a staff
member of the Economy and Information Technology
Committee of Luzhou from August 1999 to April
2002, and a staff member of the Economic and
Trade Committee of Luzhou from April 2002 to March
2005. He was a staff member, deputy director of
the office, director of the supervisory committee’s
work office and head of the development and reform
department of the State-owned Assets Supervision
and Administration Commission of Luzhou from March
2005 to June 2018. Mr. Yu served as the deputy
secretary of the Party committee of Maling Town,
Xuyong County from August 2009 to November 2011,
He was a director of Luzhou Cultural Tourism Group
from June 2018 to January 2021, and a director of
Luzhou Laojiao Group Co., Ltd., Lutianhua Group
Inc., Luzhou High-Tech Investment Group Co., Ltd.
and Southwestern Healthcare Investment Group,
respectively, from June 2018 to January 2022.

Mr. Yu graduated from Xi’an Jiaotong University in
Xi’an, the PRC, in July 1999, majoring in thermal
energy and power engineering, and later graduated
from Beijing Normal University in Beijing, the PRC,
in January 2008 with a Master’s degree in Public
Administration.
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Ms. Hu Fenfen (#8535 % ), aged 38, was a non-
executive Director and a member of the Strategy
Committee of the Company during the Reporting
Period. She has been the deputy general manager
of the Strategic Development Center of Beijing
Enterprises Water Group Limited (a company listed on
the Main Board of the Hong Kong Stock Exchange,
Stock Code: 0371) since May 2017. She was a
director of Huai’an Water Conservancy Survey and
Design Institute Co., Ltd., Beijing BEWG Industrial
Environmental Protection Technology Co., Ltd.,
Beijing Beishui Rongzhi Education Technology Co.,
Ltd., Beijing Beihua Qingchuang Environmental
Engineering Co., Ltd., Beijing BEWG GreenTech
Seawater Desalination Technology Co., Ltd., Hunan
BG Well-point Environmental Science & Technology
Co., Ltd., Shanghai SIPAI Intelligent Systems
Co., Ltd., Beijing Beichuang Green Private Equity
Fund Management Co., Ltd., and Jiangsu Gaozhi
Project Management Co., Ltd. She also served as
a supervisor of Guangdong BEWG Environmental
Protection Equipment Co., Ltd.

Ms. Hu has over 16 years of accounting and financial
management experience. Ms. Hu was an auditor
and an audit manager of Deloitte Touche Tohmatsu
(Special General Partnership) from July 2006 to
July 2011 and from July 2011 to December 2012,
respectively. She was the finance manager, senior
finance manager and deputy general manager of the
Finance and Resources Center of Beijing Enterprises
Water Group Limited from December 2012 to January
2014, from January 2014 to March 2016 and from
March 2016 to May 2017, respectively.
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6.1.3 Independent Non-Executive Directors

Ms. Ma Hua (B##%& =), aged 51, was an independent
non-executive Director, the chairwoman of the
Nomination and Remuneration Committee and a
member of the Audit Committee of the Company
during the Reporting Period. She has been an
associate professor of Southwest University of
Finance and Economics since 2000, an arbitrator of
the Chengdu Arbitration Commission since 2010 and
the director of the Arbitration Law Research Center of
Southwest University of Finance and Economics since
2018. He has also been an independent director of
Troy Information Technology Co., Ltd. (a company
listed on the Shenzhen Stock Exchange, Stock Code:
300366) since January 2022 and an independent
director of Chengdu Hi-Tech Development Co., Ltd.
(@ company listed on the Shenzhen Stock Exchange,
stock code: 000628) since July 2022.

Ms. Ma has over 31 years of experience in financial
and legal affairs. She was a staff member of the
Sichuan Provincial Finance Department from 1991 to
2000. She was an independent director of Sichuan
Troy Information Technology Co., Ltd. (now known as
Troy Information Technology Co., Ltd.) from 2008 to
2014, an independent director of Sichuan Guangyun
Group Co., Ltd. from 2009 to 2015, an independent
director of Chengdu West Petroleum Equipment
Co., Ltd. from 2014 to 2017, and an independent
director of Sunway Co., Ltd. (a company listed on
the Shenzhen Stock Exchange, Stock Code: 603333)
from 2014 to 2020. She served as a member of the
Institute of Securities Law of CLS from 2011 to 2016.

Ms. Ma graduated from Shandong University in
Jinan, the PRC in 1991, majoring in economics, and
received her Master’s and Doctor’s degrees in law
from Renmin University of China, Beijing, the PRC in
1999 and 2009 respectively.
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Mr. Fu Ji (fBBE5E4), aged 56, was an independent
non-executive Director and the chairman of the Audit
Committee of the Company during the Reporting
Period. He has been the general manager and
legal representative of Chongging Xinrui Certified
Public Accountants Co., Ltd. since February 2000
and the general manager and legal representative
of Chongqging Jiachuan Construction Engineering
Consulting Co., Ltd. since October 2011.

Mr. Fu has over 38 years of experience in teaching,
accounting and financial management. He taught
at Lishi Primary School, Jiangjin District, Chongaging
from July 1984 to August 1989 and at Chongqing
Technology and Business School from September
1989 to January 2000.

Mr. Fu graduated from correspondence college of the
Party School of CPC Central Committee in December
1999, majoring in economic management. Mr. Fu
qualified as a certified public accountant in April 1995,
a certified public valuer in December 1997, a certified
real estate appraiser in August 2000, a certified land
valuer in April 2001, a certified price appraiser in
September 2001, a certified tax agent in October
2001, a certified Class-1 cost engineer (construction)
in March 2004, a certified constructor in April 2007, a
senior engineer in January 2015, as well as a certified
Class-1 cost engineer (traffic engineering) in October
2020.
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Mr. Liang Youguo (RFE %), aged 62, was an
independent non-executive Director and a member
of the Nomination and Remuneration Committee
and the Audit Committee of the Company during the
Reporting Period. He is also secretary general of the
Sichuan Urban Water Association.

Mr. Liang has over 40 years of experience in corporate
management. He worked in the Department of
Transportation of Sichuan Province from August 1982
to October 1988. He was an engineer, deputy director
of the office of Sichuan Provincial Investment Group,
a director, deputy general manager and general
manager of a subsidiary, and chairman of a subsidiary
from November 1988 to July 2006. Mr. Liang served
as chairman of the supervisory committee and
deputy chairman of the board of directors of Dazhou-
Chengdu Railway Co., Ltd. from October 1997 to
December 2007, and general manager, chairman of
the board of directors and Party secretary of Sichuan
Chuantou Water Group Corporation Limited from
August 2006 to June 2020.

Mr. Liang graduated from Chongging Jianzhu College
in Chongging, the PRC in August 1982, majoring in
marine engineering. Mr. Liang was certified as senior
engineer by the leading group for professional title
evaluation of Sichuan Province in September 1997.
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6.1.4 Supervisors

Mr. Yang Zhenqiu (B8R H), aged 48, served
as the shareholder representative Supervisor and
chairman of the Supervisory Committee of the
Company during the Reporting Period. He also
works in Luzhou State-owned Capital Operation and
Management Co., Ltd.

Mr. Yang has over 26 years of experience in finance
and management. From August 1996 to May 2009,
he was the chief accountant and secretary of the
Communist Youth League branch of the housing
management office under the Xiangtan Real Estate
Administration System in Hunan and the accountant
(statistician and auditor), deputy director (senior
accountant) and deputy general manager of Xiangtan
Xinjing Group Co., Ltd. (HEHFSEE AR A7)
He served as the deputy director of Management
Committee of Danzhou Binhai New Area in Hainan
and the deputy general manager of Danzhou Binhai
New Area Construction Investment Co., Ltd. from
May 2009 to October 2012. He served as the
chairman and general manager of Xishuangbanna
Water Conservancy Investment Co., Ltd. in Yunnan
from October 2012 to January 2015. From January
2015 to August 2016, Mr. Yang was the deputy
general manager of Jiangxi Dacheng State-owned
Property Operation Management Co., Ltd. (TFaX
KB EELEERAREMEAR]) and the standing
director of Jiangxi Private Construction Entrepreneurs’
Association (TFEERZEERHL). From August
2016 to July 2017, he was the executive director and
CEO of Anhui Lanpeng Micro Electric Technology Co.,
Ltd., the co-advisor (marketing director) of Shenzhen
Clou Electronics Co., Ltd. (a company listed on the
Main Board of the Shenzhen Stock Exchange, stock
code: 002121) and the co-advisor (marketing director
in Jiangxi) of the intelligent network technology
research and development center of the CASIC
Second Academy. He served as assistant to the chief
executive officer, marketing director and a member
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of the management committee of TIDFORE Heavy
Equipment Group Co., Ltd. from July 2017 to May
2018. He was a senior advisor and external director
of TIDFORE Heavy Equipment Group Co., Ltd.,
HNAC Technology Co., Ltd. (a company listed on the
GEM of the Shenzhen Stock Exchange, stock code:
300490) and Hunan Gelaite New Energy Development
Co., Ltd. from May 2018 to October 2020. From
October 2020 to January 2022, he was the assistant
general manager and head of the fourth marketing
department of Hubei Hongtai Mason Technology Co.,
Ltd., an external director (business partner) of HNAC
Technology Co., Ltd. and Hunan Gelaite New Energy
Development Co., Ltd., and special advisor to the
chairman of Zhonghuilv Smart Scenic Management
Ltd. (a company listed on the New Third Board, stock
code: 834260).

Mr. Yang graduated from Xiangtan University in
Hunan, the PRC, in June 1996, majoring in accounting
and taxation, and from September 2000 to July 2002,
majored in accounting at Southwest Minzu University
in Sichuan, the PRC. He received his master’s degree
in law from Xiangtan University in Hunan, the PRC,
in December 2007. Mr. Yang qualified as a certified
intermediate accountant by the Ministry of Finance in
May 2001, an intermediate statistician by the State
Bureau of Statistics in October 2002, an auditor
by the National Audit Office of the PRC in October
2003, and a senior accountant by the Department of
Personnel and the Department of Finance of Hunan
Province in December 2007. He joined the China
National Democratic Construction Association in
September 2008.
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Mr. Lai Bingyou (BHWE%E), aged 32, was
a shareholder representative Supervisor of the
Company during the Reporting Period. He has been
working in Luzhou State-owned Capital Operation
and Management Co., Ltd. since November 2021. He
is also an external supervisor of Sichuan Lutianhua
Co., Ltd. (a company listed on the Shenzhen Stock
Exchange, stock code: 000912), Luzhou Industrial
Development Investment Group and Luzhou Baijiu
Industrial Development Investment Group Co., Ltd. He
is also a member of the 11th CPPCC of Naxi District,
Luzhou.

Mr. Lai has over 8 years of experience in dealing
with affairs of state-owned enterprises. He acted as
an audit assistant of Sichuan Changjiang Certified
Public Accountants from September 2014 to
December 2017. He worked in the supervision and
audit department, Party-masses work department,
discipline inspection office and united front work
department of Lutianhua Group Inc. from December
2017 to November 2021. He was a supervisor of
Luzhou Lutianhua Chemical Design Co., Ltd. from
December 2018 to November 2021. He served
as the secretary general the sodality of non-Party
intellectuals of Lutianhua Group Inc. from November
2019 to November 2021.

Mr. Lai graduated from Jincheng College of Sichuan
University in Sichuan, the PRC in July 2014, majoring
in business administration. Mr. Lai qualified as a junior
accountant by the Department of Human Resources
and Social Security of Sichuan Province in May
2016 and an intermediate auditor by the Ministry of
Human Resources and Social Security of the People’s
Republic of China and the National Audit Office of the
People’s Republic of China in October 2018.
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Ms. Xiang Min (R##& k), aged 51, joined the Group
in September 1989. She served as an employee
representative Supervisor during the Reporting
Period. She concurrently served as a Director of the
Board office of the Company and a director of Xinglu
Wastewater Treatment.

Ms. Xiang has 26 years of experience in human
resources management. Ms. Xiang served as a meter
reader and a toll collector at the business department
of Luzhou City Tap Water Company* (BN B &
KA A]) from September 1989 to April 1996, as an
operator and a chief officer* (£#%) at the labour and
capital department of Luzhou Tap Water from May
1996 to May 2002. She then acted as the head of
Human Resources Department of the Company
from July 2002 to March 2015, as a Director of
the Company from December 2009 to June 2016,
as the general manager assistant of the Company
from January 2013 to July 2015, and as the head
of Political and Labour Department of the Company
from July 2013 to December 20183. She served
as a supervisor of Luzhou Industrial Development
Investment Group Co., Ltd.* (EMNEXERIREEEE
R A 7\], formerly Luzhou Industrial Investment Group
Co., Ltd.* (EMNITEKEEBERAF]) from March
2015 to January 2022, the chairwoman of the board
of directors and Party branch secretary of Sitong
Engineering from May 2015 to February 2018 and
from May 2015 to December 2017 respectively, the
director of the office of the Company from July 2015
to October 2017, the head of the office of the Board
of the Company from November 2017 to June 2019,
the manager of the Party-masses Work Department of
the Company from June 2019 to June 2021, as well
as chairwoman of Xingxu Water Co., Ltd. from June
2021 to April 2022.
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Ms. Xiang graduated from the correspondence
college of the Party School of Sichuan Provincial
Committee of the Communist Party of China* (& £
)IE & EREFEERT) in December 1999 with a
degree in economic management and from Southwest
Jiaotong University* (AR BAE) in June 2006,
majoring in business administration. She qualified as
a intermediate human resources economist conferred
by Ministry of Personnel (FZE A REFBAEZ) in
November 2000 and a Class-1 human resources
manager conferred by Ministry of Labour and Social
Security (FEAREMNR LB ML ERES) in
February 2009.

Mr. Luo Chaoping (BEBF %), aged 48, served
as an employee representative Supervisor during the
Reporting Period. He also serves as the manager
of the General Management Department of the
Company.

Mr. Luo has over 24 years of experience in the water
industry. He served as a technician of the laboratory
centre under the Company’s production planning
section from July 1998 to July 2002 and as the head
of the laboratory centre from August 2002 to March
2008. He was the deputy director of the Production
Safety Department of the Company from March
2008 to June 2014, the head and technical person-
in-charge of the water supply and drainage quality
monitoring station of the Company from December
2009 to December 2013, and the head and technical
person-in-charge of the Luzhou monitoring station
of the urban water supply and drainage quality
monitoring network of Sichuan Province from June
2010 to December 2013. He served as the manager
and assistant manager of Naxi Water from June
2014 to November 2016, the assistant manager of
the Company’s Safety and Environmental Protection
Department from October 2017 to February 2020,
assistant manager of the Company’s Production
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Management Department from October 2017 to July
2018, and manager of the Company’s Safety and
Environmental Protection Department from February
2020 to June 2021. He was the general manager of
Hejiang Water from June 2021 to December 2022
and the chairman of the board of directors of Hejiang
Water from December 2021 to December 2022.

Mr. Luo graduated from Hunan University in June
1998, majoring in chemical analysis. In January 2013,
Mr. Luo was certified as a senior engineer in chemical
analysis by the leading group for professional title
reform of Sichuan Province.

Mr. Tang Nanyou (BB&% %), aged 48, served
as an employee representative Supervisor during the
Reporting Period. He was also the general manager of
the Longmatan Water Supply Branch.

Mr. Tang has over 24 years of experience in
production management. From July 1998 to
February 2001, he worked as a saccharification and
fermentation operator in the brewing department of
the second beer factory of Huoju chemical plant.
From February 2001 to August 2013, he served as a
technician, assistant director of brewing department
and director of quality control department of Tsingtao
Brewery (Luzhou) Co., Ltd. He was the assistant
director of the Production Safety Department of the
Company from August 2013 to January 2014 and the
assistant director of the Production Safety Department
and the head of the water quality monitoring station
of the Company from January 2014 to October 2017.
He served as the deputy manager of Naxi Water
from October 2017 to February 2020 and the general
manager of the Company’s Jiangyang Water Supply
Branch from March 2020 to May 2021. He was the
manager of the Safety and Environmental Protection
Department of the Company from June 2021 to March
2022 and the general manager of the Company’s Lu
County Branch from March to December 2022.
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Mr. Tang graduated from Sichuan University of
Science & Engineering in July 1998, majoring in
fermentation. He got certified as (Level Il) winemaker
in May 2001.

Mr. Gu Ming’an (EBAR5%EX), aged 57, was an
external Supervisor of the Company during the
Reporting Period. He concurrently acted as a
professor in Southwestern University of Finance and
Economics*® (FAm B1#&& K228). Mr. Gu has also served
as independent non-executive director of Chengdu
Hi-Tech Development Co., Ltd.* (5K #B = 1 3E E I (D
AR AR (stock code: 000628) since August 2015.
He currently also serves as an independent non-
executive director of Luzhou Bank Co., Ltd. (EM
SRITRX D AR A A (stock code: 1983). He has been
serving as an independent non-executive director of
Sunway Co., Ltd. (H#&ZRD B R A A (stock code:
603333) since December 2020, and an independent
supervisor of Sichuan Wangcang Rural Commercial
Bank Co., Ltd. (FJIIFEE R EZERITERHAERRF)
since December 2020.

Mr. Gu has 33 years of experience in teaching and
research. Mr. Gu worked in Chengguang Chemical
Research Institute of Chemical Industry Ministry* (1t
T EBAk e b THEFERR) from July 1989 to July 1998,
and then he worked at Sichuan Institute of Chemical
Industry* (18I &{t TEPT) (currently known as
Sichuan University of Science and Engineering” (P4
JIIFE T 283)) from July 1993 to July 1999. Mr. Gu
started to serve positions in Southwestern University
of Finance and Economics* (FaEI 8148 K £ from July
1999, and was engaged as an associate professor
and a professor in 2002 and 2008, respectively. He
also served as an independent non-executive director
of Sichuan Renzhi Qilfield Technology Services Co.,
Ltd. (PU)IM=58 d B MR R D BRAA]) (currently
known as Zhejiang Renzhi Co., Ltd., stock code:
002629) from August 2014 to September 2016. He
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served as an independent non-executive director of
Sichuan Troy Information Technology Co., Ltd. (&
JBIZ M= B R BRAF) (currently known as
Troy Information Technology Co., Ltd., stock code:
300366) from December 2015 to January 2022.

Mr. Gu graduated from Southwest China Normal
University* (7B A& X&) in Chongqing, the PRC,
with a bachelor’s degree majoring in law in July
1989, and graduated from Southwestern University
of Political Science and Law* (FFEKEKXE) in
Chongaing, the PRC, with a master’s degree majoring
in law in July 1999. Then Mr. Gu graduated from
Southwestern University of Finance and Economics*®
(PR BT AE K 22) in Chengdu, the PRC, with a doctor’s
degree in 2008.

Mr. Xiong Hua (RREES %), aged 39, served as
an external Supervisor of the Company during the
Reporting Period. Mr. Xiong concurrently has served
as the director of Sichuan Changxin Accounting Firm
Co., Ltd.* (I RIEEFAEHAERAA]) since
January 2008.

Mr. Xiong has 14 years of experience of accounting.
He served as a cashier and an accountant in finance
department of Luzhou Huitong Department Store Co.,
Ltd.* (EMIEB B B 7D AR A7) from April 2007 to
January 2008.

Mr. Xiong graduated from Sichuan Management
College* (M)l BB ¥ 2PT) in Chengdu, the
PRC, majoring in accounting computerisation in
December 2005, and graduated from Xichang
University (78 & £F%), majoring in engineering
management in June 2016. Mr. Xiong obtained
the certificate of certified public accountant
granted by the MoF in October 2008, the
qualification of semi-senior accountant granted
by Personnel Department of Sichuan Province *
(F9)11% AZEE8) in October 2009, the qualification of
registered tax agent granted by Sichuan Provincial
Human Resources and Social Security Department®
(L)1l A ERF+L & {RFEEE) in October 2011, and
the certificate of certified public valuer granted by the
MoF in December 2011.
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6.1.5 Secretary of the Board 615 EEGWE

Mr. Chen Yongzhong (B B5E4), aged 49, joined
the Group in December 2012 and serves as our
secretary to the Board and company secretary, as
well as a director of Xinglu Wastewater Treatment.
Mr. Chen is primarily responsible for assisting the
chairman of the Board to deal with daily operations of
the Board and legal auditing.

Mr. Chen has over 25 years of experience in
accounting and financing. Before joining the Group,
Mr. Chen served in teaching position in Luzhou
Finance and Economic School* (& Bf & £247)
from August 1997 to May 2009. Mr. Chen served as
a deputy manager of financial department of Xinglu
Investment from August 2009 to December 2014.
Mr. Chen subsequently joined the Group and served
as the chief financial officer of the Company from
December 2012 to December 2017. He also served
as the chief financial officer of Xinglu Wastewater
Treatment from August 2012 to September 2016 and
the chairman of Weiyuan Qingxi Water and Weiyuan
Installation Company from September 2018 to
October 2019.

Mr. Chen graduated from Chengdu Meteorological
Institute* (A& &K EPFE) in Chengdu, the PRC,
with a bachelor’s degree majoring in accounting in
June 1997. Mr. Chen was accredited as a midlevel
accountant by MoF in May 2002, has passed the
All Required Subjects of The National Uniform CPA
Examination of the PRC in December 2007, obtained
the qualification for registered tax agent granted by
Sichuan Province Professional Title Reforming Leading
Group* (FO)I1& B8 = TERZ /) in September
2009 and was registered as a member of Chartered
Accountant Association of Sichuan Province* (PF9JI|4&
MBI ABENHE) in November 2011, and accredited
as senior accountant by Human Resources and
Social Security of Sichuan Province* (FOJI1& A 71
BIRAMAZ{RFERR) in June 2012, successively. Mr.
Chen obtained the qualification as senior international
finance manager granted by International Financial
Management Association in February 2013.
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6.1.6 Senior Management

Mr. Liao Xingyue (BEH5H), aged 41, joined
the Group as general manager in December 2015.
For more details, please refer to “Mr. Liao Xingyue,
Executive Director” in this chapter.

Mr. Xiao Tao (HM%k ), aged 39, currently serves
as the deputy general manager of the Company,
responsible for safety and environmental protection,
production technology management and network
security and assisting the general manager in external
investment.

Mr. Xiao served as officer of the urban management
and supervision team of Luzhou City from July 2004
to July 2007. He worked as assistant director of the
Urban Management Bureau of Naxi District, Luzhou
City (EM MM ZELE F) for on-the-job training
from August 2006 to July 2007, and then served as
deputy director of the Office of Personnel Bureau of
Jiangyang District, Luzhou City (EM T/ IR A S
B ARE) from July 2007 to June 2008. From June
2008 to November 2009, he served as a member
of the Party Working Committee and head of the
Armed Forces Department of Qiancao Street Office in
Jiangyang District, Luzhou (E/N TRz @ & B4 E
£RETZ), and deputy secretary of the Communist
Youth League, Jiangyang District, Luzhou (& E &
M TR ZEEIERD) (in charge of relevant work) from
November 2009 to November 2010. From November
2010 to November 2012, he served as secretary of
the Communist Youth League, Jiangyang District,
Luzhou; and deputy secretary of the party work
committee and director of the Office of Linyu Street,
Jiangyang District, Luzhou (EM TR E# &
ETZ) from November 2012 to May 2016. From
May 2016 to March 2017, he served as secretary of
the Party Committee and director of Judicial Bureau
of Jiangyang District, Luzhou City (EM T TE5E A
7%/3). He served as secretary of the Party Working
Committee of Zhangba Street Office, Jiangyang
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District, Luzhou City from March 2017 to January
2018 and head of the Party Affairs Department of
Xinglu Investment from January 2018 to September
2020.

Mr. Xiao graduated from Sichuan Police College (1
JIIZZEPT) in July 2004, majoring in traffic road
management, and obtained a master’s degree in
agricultural promotion from Sichuan Agricultural
University (79)11 2 KX 22) in 2016.

Mr. Yang Xudong (#8M8%®5%&%), aged 54, has
been the deputy general manager of the Company
since January 2023, who is responsible for project
construction management.

Mr. Yang worked as a staff member at the Luzhou
Changjiang Crane Factory School in Sichuan from
July 1990 to July 1994, the Bureau of Agriculture
and Animal Husbandry of Luzhou from July 1994 to
July 2001, construction bureau of Luzhou from July
2001 to January 2003, and Xinglu Investment from
January 2003 to November 2008, respectively. He
was deputy manager of the engineering department
of Xinglu Investment from November 2008 to August
2012, and concurrently deputy general manager of
Luzhou Xinglu Jutai Real Estate Co., Ltd. (“Xinglu
Jutai”) from December 2011 to August 2012. He
served as deputy manager of the assets department
of Xinglu Investment cum deputy general manager
of Xinglu Jutai from August 2012 to April 2014,
deputy general manager of Xinglu Jutai from April
2014 to December 2014, manager of the engineering
department of Xinglu Investment cum deputy general
manager of Xinglu Jutai from December 2014 to July
2015, deputy general manager of Xinglu Jutai from
July 2015 to April 2021, as well as manager of the
engineering department of Xinglu Investment from
April 2021 to December 2022.

Mr. Yang graduated from Sichuan Agricultural
University majoring in Agronomy in June 2000.
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Mr. Chen Xuejie (BREf5% ), aged 58, has served
as deputy general manager of the Company since
August 2017 and was responsible for marketing
services, general affairs and quality system work.

Mr. Chen served as several positions such as reporter
and editor of Luzhou Radio Station* (EMEES
&) from March 1986 to January 1995, successively
as reporter, editor, director, deputy editor-in-chief,
editor-in-chief, president and secretary of Luzhou
Radio and TV News* (JE/M E& B Hit) from
January 1995 to September 2008. Then he served
as general manager assistant and manager of the
safety management department of Luzhou Guohua
Asset Management Co., Ltd.* (BN BHEEELLE
AR A F]), and served as deputy general manager
from July 2009 to August 2013. Mr. Chen served
as executive director, general manager and other
positions of Luzhou Hongyang Guangsha Real Estate
Development Co., Ltd.* (EM T EEE i E 7 2%
AR AF]) (renamed as “Luzhou Industrial Investment
Huarui Real Estate Development Co., Ltd.”) from
August 2013 to April 2016, as executive director
and general manager of Chengdu Luzhou Hotel Co.,
Ltd.* (B&RE)IEEBBR & £ 7)) from October 2014
to August 2017, as executive director and general
manager of Luzhou State-owned Assets Management
Co., Ltd. from April 2016 to August 2017 and as
executive director and general manager of Luzhou
Industrial Investment International Tendering Co.,
Ltd.* (E/MN TR BB EZE AR & E 2 R]) from May 2017
to August 2017.

Mr. Chen graduated from the Department of
Economics and Management of the Central Party
School of the Communist Party of China in December
1998, and was qualified as intermediate news editor
by the leading group for professional title reform of
Luzhou* (B M THER B 20 TAERE/NA) in April 1999.

Mr. Ouyang Peng (EREZIE5E %), aged 48, joined the
Group in September 2013 and serves as the chief
financial officer of the Company since November
2017, mainly responsible for financial management
and material supply management of the Company. He
also concurrently serves as a supervisor of Luzhou
Xingxin Water Environmental Governance Co., Ltd.
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Before joining the Group, Mr. Quyang worked in
the integrated management section of the finance
department of Lutianhua Group Inc.* (EX1L (EE) A
[REFE2AR]) from July 1998 to February 2002. Then
he served as deputy chief of the finance section of
Lutianhua Huajian Company* (EX{t{biZ A 7)) from
February 2002 to January 2007, as deputy director of
the finance department of Sichuan Lutianhua Hongxu
Engineering Construction Co., Ltd.* (79)I| & X{t3ANE
TiREHRARAR]) from February 2007 to September
2013 (during this period, he served as director of the
finance department of Sichuan Lutianhua Jingzheng
Technology Detection Co., Ltd.* (PU)IJE X145 1E
R #08 B BR A 7)) from April 2009 to March 2012
concurrently and as deputy director of the finance
department of Sichuan Chemical Holdings (Group)
Chengdu Engineering Branch* (P9)I11{t T A% (&
E) K E TS A7) from February 2012 to August
2013). Thereafter, he served as assistant director of
the finance department of Luzhou Xinglu Water Co.,
Ltd. from November 2013 to March 2014, as deputy
director of the finance department of Luzhou Xinglu
Water Co., Ltd. from March 2014 to July 2016. From
July 2016 to February 2023, he concurrently served as
finance manager. He also served as the chief of the
finance section of Sitong Engineering from September
20183 to December 2017 and as deputy general
manager of Sitong Engineering from April 2014 to
January 2018 concurrently. He served as chairman
of Sitong Engineering from February 2018 to January
2019. He served as executive director of Sitong
Engineering from 30 January 2019 to June 2022. He
served as executive director of Naxi Water since from
February 2019 to April 2022.

Mr. Ouyang graduated from Sichuan Union University
(now Sichuan University), majoring in economics in
July 1998. He was qualified as senior accountant
by Sichuan Provincial Human Resources and Social
Security Department* (F9)11%& A 1 &R Mt & (RIZEE)
in June 2011.
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6.1.7 Company Secretary

6.2.1

Luzhou Xinglu Water (Group) Co., Ltd.

Mr. Chen Yongzhong (Bk B5E %), aged 49, has
served as the company secretary since August 2016.
He concurrently served as the secretary to the Board.
For his biographical details, please refer to “Secretary
of the Board” in this section.

Changes in Directors

On 4 March 2022, as approved at the first
extraordinary general meeting of 2022, Mr. Zhang Qi
and Mr. Liao Xingyue were re-elected as executive
Directors of the second session of the Board, Mr.
Chen Bing was re-elected as a non-executive Director
of the second session of the Board, Mr. Yu Long
and Ms. Hu Fenfen were appointed as non-executive
Directors of the second session of the Board, and
Ms. Ma Hua, Mr. Fu Ji and Mr. Liang Youguo were
appointed as independent non-executive Directors of
the second session of the Board. On the same day, as
considered by the employee representative congress
of the Company, Ms. Huang Mei was appointed an
employee representative Director and an executive
Director of the second session of the Board. Their
respective terms of office will commence on 4 March
2022 and expire at the end of the second session of
the Board.

Since 4 March 2022, with the exception of Mr. Zhang
Qi, Mr. Liao Xingyue and Mr. Chen Bing, who were
re-elected as Directors of the second session of the
Board, the other Directors of the first session of the
Board will no longer serve as Directors, of which,
Ms. Xu Yan and Mr. Xie Xin will cease to be non-
executive directors and Mr. Gu Ming’an, Mr. Lin Bing
and Mr. Cheng Hok Kai, Frederick will cease to be
independent non-executive directors.
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As approved at the first meeting of the second
session of the Board, Mr. Zhang Qi, an executive
Director, was appointed as the Chairman of the
second session of the Board for a term commencing
from 4 March 2022 until the expiry of the second
session of the Board.

6.2.2 Changes in Supervisors

On 4 March 2022, as approved at the first
extraordinary general meeting of 2022, Mr. Yang
Zhenqgiu and Mr. Lai Bingyou were appointed as
shareholder representative Supervisors of the second
session of the Supervisory Committee, Mr. Xiong
Hua was re-elected as an external Supervisor of
the second session of the Supervisory Committee,
and Mr. Gu Ming’an was appointed as an external
Supervisor of the second session of the Supervisory
Committee. On the same day, as considered by the
employee representative congress of the Company,
Ms. Xiang Min was re-elected as an employee
representative Supervisor of the second session
of the Supervisory Committee, Mr. Luo Chaoping
and Mr. Tang Nanyou were appointed as employee
representative Supervisors of the second session of
the Supervisory Committee. Their respective terms
of office will commence on 4 March 2022 and expire
at the end of the second session of the Supervisory
Committee.

Since 4 March 2022, with the exception of Ms. Xiang
Min and Mr. Xiong Hua, who were re-elected as
Supervisors of the second session of the Supervisory
Committee, the other Supervisors of the first session
of the Supervisory Committee will no longer serve as
Supervisors. Ms. Qu Mei and Mr. Xu Ke will cease to
be shareholder representative Supervisors, Ms. Huang
Mei and Mr. Zhu Yuchuan will cease to be employee
representative Supervisors, and Mr. Xuan Ming will
cease to be external Supervisor.

6.2.2

2022F EHE
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6.2.3 Changes in Senior Management

On 18 January 2023, Mr. Yang Xudong was appointed
as the deputy general manager of the Company, as
approved at the ninth meeting of the second session
of the Board of Directors.

6.2.4 Basic Information on Directors,

623 MREBARLBER

2023F1R18HKEE —_EEEEENASH
EHBA GERAEEETAEARRBK
I o

624 EF EEREREEARESX

Supervisors and Senior Management &R

As of the date of this report, the basic information on HEAREAH  ARAEF -  BEERa#k

the Directors, Supervisors and senior management of EBEABERBERAT :

the Company are as follows:

Name Gender Age Position

HH :%:] F L £

Zhang Qi Male 49 Executive Director and chairman of the Board

SR 3 49 HITEEREER

Liao Xingyue Male 41 Executive Director and general manager

2= 2 1l e 41 MITEERALE

Huang Mei Female 54 Executive Director (employee representative
Director)

=15 z 54 BITEFEWBIREKESR)

Yu Long Male 45 Non-executive Director

W BE = 45 EMITES

Chen Bing Male 52 Non-executive Director

PR £ B 52 FRTEE

Hu Fenfen Female 37 Non-executive Director

55 z 37 FEHITES

Ma Hua Female 51 Independent non-executive Director

i z 51 B IFHITES

Fu Ji Male 56 Independent non-executive Director

B 58 = 56 BIUIFNTES

Liang Youguo Male 61 Independent non-executive Director

REE £ 61 BN FEHITES

Yang Zhenqiu Male 47 Shareholder representative Supervisor and the
chairman of the Supervisory Committee

T REER 3 47 BRERREEFREFEEE

Lai Bingyou Male 31 Shareholder representative Supervisor

BWE 5 31 PR KREE

64 Luzhou Xinglu Water (Group) Co., Ltd.  Annual Report 2022
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Directors, Supervisors and Senior Management (continued)
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Name Gender Age Position

] :3:1 Fie W

Xiang Min Female 51 Employee representative Supervisor
I B £28 51 BIRKES

Luo Chaoping Male 48 Employee representative Supervisor
BT S 48 BTRRES

Tang Nanyou Male 48 Employee representative Supervisor
ERER = 48 BIKKRES

Gu Ming’an Male 56 External Supervisor

ZH% e 56 SNEREEE

Xiong Hua Male 39 External Supervisor

RREE = 39 HNEREE SR

Chen Yongzhong Male 49 Secretary to the Board and company secretary
BR ok & = 49 EEGNERDAME

Xiao Tao Male 39 Deputy general manager

1 = 39 Bliassis

Yang Xudong Male 65 Deputy general manager

HBR ES 58 Bl AR

Chen Xuejie Male 58 Deputy general manager

PR ES 58 Bl fasgie

Ouyang Peng Male 48 Chief financial officer

B 5 16 = 48 B MR
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7.1 PRINCIPAL BUSINESSES

The Group is an integrated operator primarily engaged in
municipal water supply and wastewater treatment service.
As at the end of the Reporting Period, the Group is a tap
water supplier serving three districts and three counties
of Luzhou, Weiyuan District of Neijiang and Leibo County
and some townships of Liangshanzhou. It is also the
only county-level domestic wastewater treatment service
provider based in Luzhou serving cities and towns in three
districts and four counties of the region, with domestic
wastewater treatment services operating in Shizhong
District of Leshan, European Industrial City in Qingbaijiang
District, Chengdu, the industrial cluster of Dechang County
in Liangshan Yi Autonomous Prefecture, and Litang County
in Ganzi Tibetan Autonomous Prefecture. We have secured
from the relevant governments the exclusive concession
rights to operate tap water supply service and wastewater
treatment services covering the above areas.

7.2 RESULTS

The audited results of the Group during the Reporting
Period are set out in consolidated income statement. The
financial position of the Group at the end of the Reporting
Period is set out in the consolidated balance sheet. The
consolidated cash flows of the Group during the Reporting
Period are set out in the consolidated statement of cash
flows.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Chapter VII Directors’ Report (continued)
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7.3 DIVIDEND POLICY AND FINAL
DIVIDENDS

The Board approved and adopted the following dividend
policy. The dividend policy is targeted at providing a
stable and sustainable return to the Shareholders and the
Company will consider the following factors, among others,
when deciding whether to recommend the payment of
dividends and in determining the amount of dividends:

1. the operation conditions of the Group and market
environment;

2. the general financial position of the Group;

& the actual and future operation and liquidity status of
the Group;

4. the profit after tax and distributable profits of the
Company and the Group;

B, the development plan and expected working capital
requirements of the Group;

6. the expectations of the Shareholders and investors of
the Company and the industry practice;

7. the continuity and stability of the dividend distribution
policy; and

8. any other factors that the Board considers appropriate.

7.3 BB BERR KRR

EFRSEHAERRAUTREEER - BREBERIA
RUBERAIFHELNRTRRRAE  ARAE
REREZBERBERENEEERESEE @
ZRATAR(EPEHE) :

1. AEEHEEBERAMMIZRE

2. AEEH—RUBIR

3. AEEERMRKLENRRBESAMNN

4. ARARAKEMNBIEFNERA 5 B F
i

5. AEEHRAINBHLEESFTFR

6. BERRARAREENPERITENTER

7. BRESEBRRAEEUETEBEL R
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The payment of the dividend by the Company is also subject
to the Company Law of the People’s Republic of China
(the “Company Law”), the Listing Rules, the articles of
association of the Company and any restrictions under any
other applicable laws, rules and regulations. The Company
shall seek opinions of the Shareholders, in particular, the
minority Shareholders, and independent non-executive
directors as sufficiently as possible, prioritise a reasonable
return to the investors while giving full consideration to the
sustainable development of the Company. The Board will
review and examine the Dividend Policy as appropriate from
time to time and there can be no assurance that a dividend
will be proposed or declared in any specific periods.

The Board proposed to distribute final dividends of
RMBO0.05 per Share (tax inclusive) for the year ended 31
December 2022 (2021: RMBO0.05 per Share (tax inclusive))
to Shareholders whose names appeared on the register of
members of the Company on Tuesday, 11 July 2023 (the
“Record Date”) (subject to the approval of Shareholders
on the AGM to be held on Friday, 9 June 2023), with the
total amount being approximately RMB42.99 million. Once
approved, the final dividends will be paid on or before
Friday, 28 July 2023.

Such proposed dividends will be dominated in RMB.
Dividends for domestic shares will be paid in RMB, while
dividend for H shares will be paid in Hong Kong dollars. The
relevant exchange rate for conversion shall be calculated
by the average central parity rate of the relevant foreign
exchange posted by China Foreign Exchange Trading
Centre for one calendar week immediately preceding the
date of declaration of such dividend at the AGM.

During the Reporting Period, the Company is not aware of
any shareholders who have waived or agreed to waive any
dividend arrangements.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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7.4 TAX RELIEF 7.4 MIERE

Under the relevant tax rules and regulations of the PRC
(collectively, the “PRC Tax Law”), the Company is required
to withhold and pay enterprise income tax at the rate of
10% when distributing final dividends to non-resident
enterprises (such term shall have the meaning as defined
under the PRC Tax Law) whose names appear on the H
Shares register of members of the Company.

In accordance with the PRC Tax Law, the Company is
also required to withhold and pay individual income tax
when distributing final dividends to individual Shareholders
whose names appeared on the H Shares register of
members of the Company on behalf of them. The Company
will determine the country of domicile of the individual
H Shareholders based on the registered addresses as
recorded in the H Shares register of members of the
Company on the Record Date with details as follows:

For individual H shareholders who are Hong Kong and
Macau residents and those whose country of domicile is a
country which has entered into a tax treaty with the PRC
stipulating a dividend tax rate of 10%, the Company will
withhold and pay individual income tax at the rate of 10%
on behalf of them.

For individual H Shareholders whose country of domicile
is a country which has entered into a tax treaty with the
PRC stipulating a dividend tax rate of less than 10%,
the Company will withhold and pay individual income tax
at the rate of 10% on behalf of them. If such individual
H Shareholders would like to apply for a refund of the
additional amount of tax withheld and paid, the Company
would make applications on their behalf to seek entitlement
of the relevant agreed preferential treatments pursuant to
the tax treaties.

REFEAERERANEER(FHE hER
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For individual H Shareholders whose country of domicile is
a country which has entered into a tax treaty with the PRC
stipulating a dividend tax rate of higher than 10% but lower
than 20%, the Company will withhold and pay the individual
income tax at the agreed-upon effective tax rate on behalf
of them.

For individual H Shareholders who are residents of those
countries without any tax treaties with the PRC or having
tax treaties with the PRC stipulating a dividend tax rate
of 20% or more and other situations, the Company will
withhold and pay the individual income tax at a tax rate of
20% on behalf of them.

Should H Shareholders have any doubt in relation to the
aforesaid arrangements, they are recommended to consult
their tax advisors for relevant tax implications in Mainland
China, Hong Kong and other countries (regions) on the
possession and disposal of the H Shares of the Company.

7.5 ANNUAL GENERAL MEETING

We will convene the Annual General Meeting on Friday, 9
June 2023.

7.6 CLOSURE OF REGISTER OF

MEMBERS

In order to determine the entitlement to attend and vote
at the Annual General Meeting, the register of members
of the Company will be closed from Wednesday, 31 May
2023 to Friday, 9 June 2023 (both days inclusive), during
which period no transfer of Shares will be effected. The
record date for entitlement to attend and vote at the AGM
is Wednesday, 31 May 2023. In order to be qualified to
attend and vote at the Annual General Meeting, all transfers
accompanied by the relevant share certificates must be
lodged with the H share registrar of the Company, namely
Computershare Hong Kong Investor Services Limited,
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong (in respect of H
Shareholders), or to the Company’s registered office in the
PRC at 16 Baizi Road, Jiangyang District, Luzhou, Sichuan
Province, the PRC (in respect of Domestic Shareholders) no
later than 4:30 p.m. on Tuesday, 30 May 2023.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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In order to determine the list of Domestic Shareholders
and H Shareholders who shall be entitled to obtain final
dividends, subject to the approval of the Shareholders at
the Annual General Meeting, the register of members of
the Company will be closed from Thursday, 6 July 2023
to Tuesday, 11 July 2023 (both days inclusive), during
which period no transfer of Shares of the Company will
be effected. The Company will distribute final dividends to
Domestic Shareholders and H Shareholders which are on
the register of members of the Company on Tuesday, 11
July 2023. In order to be qualified to obtain final dividends,
all transfers accompanied by the relevant share certificates
must be lodged with the H share registrar of the Company,
namely Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong (in respect
of H Shareholders), or to the Company’s registered office
in the PRC at 16 Baizi Road, Jiangyang District, Luzhou,
Sichuan Province, the PRC (in respect of Domestic
Shareholders) no later than 4:30 p.m. on Wednesday, 5
July 2023.

7.7 BUSINESS REVIEW

The Company’s business review during the Reporting
Period is set out in the sections of “Business Review” and
“Financial Review” to the chapter headed “Management
Discussion and Analysis” in this annual report. The
“Financial Review” section also includes the analysis of
the performance of relevant key financial indicators during
the Reporting Period. The potential development of the
Company’s businesses is set out in the section “Future
Prospect” to the chapter headed “Chairman’s Statement”
and the section “Development Strategy and Outlook” to the
chapter headed “Management Discussion and Analysis” in
this annual report.

7.8 FINANCIAL SUMMARY

Consolidated results and consolidated assets and liabilities
of the Group for the last five financial years are set out in
the section headed “Financial Highlights” in this annual
report.
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7.9 ENVIRONMENT POLICY AND BB EREB

PERFORMANCE

The Company complies with various national and local
environmental protection laws in China, including the
Environmental Protection Law of the People’s Republic of
China, the Environmental Impact Assessment Law of the
People’s Republic of China, the Water Law of the People’s
Republic of China, the Law on the Prevention and Control
of Water Pollution of the People’s Republic of China, the
Law on the Prevention and Control of Environmental Noise
Pollution of the People’s Republic of China, the Law on
the Prevention and Control of Atmospheric Pollution of
the People’s Republic of China, the Cleaner Production
Promotion Law of the People’s Republic of China, the Law
on the Prevention and Control of Environmental Pollution
by Solid Wastes of the People’s Republic of China, and
the Law on Soil and Water Conservation of the People’s
Republic of China.

These laws and regulations are the those that we must
strictly abide by and execute in the course of operation, and
have a significant normative effect on our operations and
management, otherwise it will have a significant impact on
the Company’s operations.

The Company has taken relevant measures in its business
operations to comply with the regulatory and industry
standards of relevant central and local government
departments and industry associations. Due to the raise of
environmental protection requirements, the Company has
increased the capital investment in compliance measures.

During the Reporting Period, the Company did not
encounter any claims arising from the failure to comply
with the relevant permit and environmental requirements.
The Company’s production was safe and environmentally-
friendly, with no non-compliance records.
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7.10 COMPLIANCE WITH LAWS AND

7.11

REGULATIONS

The Board believes the compliance with laws and
regulations as the cornerstone of a business and attaches
considerable importance to it. To the best knowledge of
the Board, during the Reporting Period, the Company has
complied with all applicable laws and regulations in the
PRC in all material respects, and has also complied with the
Listing Rules and the SFO.

MAJOR RISK FACTORS

The major risks the Company is faced with are as follows:

7.11.1 Market Expansion and Investment
Risks

With respect to the business expansion in new
regions, due to the strong barriers region wise of
water supply market, local governments usually favor
large-scale water enterprise outside the region under
service with advantages in technology, capital and
management to serve as the operators of municipal
water supply plants. If business expansion cannot be
carried out effectively, it will have a negative effect on
the Company’s revenue.

We will take the following countermeasures:
enhance our capabilities in technology, capital
and management through technical reform and
enhanced management, enable the Company to
expand its business into regions where cooperation
and assistance intentions have been shown by
the local government, and ensure the external
business expansion of the Company through multiple
cooperation modes.
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1112 Operation and Management Risks

Our operating results and financial position rely on
local economic and social conditions. Failure to
obtain sufficient funds or refinancing existing debt
may adversely affect our operation management and
financial conditions.

We will take the following countermeasures: we
will ensure that there are sufficient management
operations, human and financial resources to
maintain our sustainable development and improve
our competitiveness and profitability. Meanwhile, we
will enhance risk awareness, establish an effective
risk prevention mechanism, implement dynamic
management of the entire financing process, and
innovate financing methods to minimize financing
costs.

7.11.3 Cost Control Risks

In recent years, the standards of energy, labour, raw
materials and environmental quality have improved.
In particular, according to the requirements of
environmental protection, the increase in standard
and capacity of wastewater treatment facilities will
lead to a certain increase in the direct operating costs,
which may adversely affect the financial condition of
the Company.

We will take the following countermeasures: combine
the construction of internal supervision system,
further improve the operation management system
and business processes; strengthen the management
and construction of subordinate enterprises and
continue to promote our refined management system;
pay attention to employee training and improve
their professional skills; and continue to explore
core technologies through automation improvement
and promotion of smart water meters for energy
conservation and consumption reduction.
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M4 RE2BERE

1.114 Safety and Environmental Protection

Risks

Due to the defects of our water supply and
drainage operation facilities and related engineering
construction machinery and equipment, or human
negligence, operation errors and other factors, it may
lead to casualties, property losses and environmental
pollution damage events, which may have a certain
adverse impact on the Company’s operation.

We will take the following countermeasures: the
Company will deeply study the changes of laws and
regulations and national safety and environmental
protection policies, improve the safety and
environmental protection system, strengthen the
safety and environmental protection training of
operating personnel, improve the emergency response
capacity of safety and environmental protection
accidents, strengthen tracking and supervision,
implement responsibilities at all levels, and put an end
to potential safety hazards.

During the Reporting Period, there were no safety and
environmental protection incidents.

7.11.5 Network Security Risks

If the network and information systems are attacked
and causes the interruption of the information system,
the network interruptions and the data corruption,
changes, leakage, and loss may adversely affect the
Company’s operations.

We will take the following countermeasures: improve
the internal management system, improve the
operation and maintenance management supervision
system; strengthen the comprehensive technical
prevention and emergency protection measures;
enhance the technical staff’s network security risk
awareness and compliance operation level.
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During the Reporting Period, there were no
cybersecurity risk incidents in the Company’s network
and information systems.

7.11.6 Data Fraud and Theft

With the deepening application of information
systems, various information may be scammed
and stolen, and the leakage and loss of data may
adversely affect the Company’s reputation.

We will take the following countermeasures:
strengthen business system management and
control; improve network system security; strengthen
security risk awareness education, and control the
safe and compliant use of various business data of
the Company through systems, business training and
technical protection measures.

During the Reporting Period, the Company did not
have any data fraud and theft.

1.11.7 Policy Risks

Adjustments to meter installation and charges in
relevant laws and policies will result in a decrease in
the Company’s business revenue, which will in turn
affect the Company’s operating income.

We will take the following countermeasures: strive
for water price policy adjustment, accelerate the
expansion of external investment, extend the
upstream and downstream industry chain and seek
new profit growth to offset the adverse impact caused
by the adjustment of laws and policies.

During the Reporting Period, the revenue from
engineering business of the Company decreased by
RMB109.5 million due to price policy adjustments.
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7.12 KEY RELATIONSHIPS

1.121 Relationship with Employees

As at the end of the Reporting Period, the Company
had 933 employees in total. We believe that
employees are valuable resources for our success,
so the Group attaches great importance to the
development of career paths of its staff and provides
more comprehensive career training and development
plan for all employees. During the Reporting Period,
the staff skill rating was carried out and linked to the
salary, which fully encouraged employees to upgrade
their skills. We will provide new employees with
training corresponding to their expected duties.

The details of the employee remuneration are set out
in the section headed “Management Discussion and
Analysis” of this annual report.

Pursuant to the Labour Law of the PRC, the Labour
Contract Law of the PRC, the Social Insurance Law of
the PRC and relevant national and local government
regulations, we maintain a number of social security
funds for our employees, including funds for basic
pension insurance, basic medical insurance,
unemployment insurance, occupational injury
insurance, maternity leave insurance and housing
provident fund.

Our union represents our employees’ interests and
closely communicate with our management on labour
matters. As of the end of the Reporting Period, we
did not experience disruptions in operations due to
major labour disputes. None of the employees and
third -party suppliers has submitted major claims to
us and there are no penalties imposed by the relevant
government authorities.
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1.12.2 Relationship with Customers

In tap water supply, our customers are mainly
urban and rural residents, industrial and commercial
users and other institutions in three districts and
three counties of Luzhou, Weiyuan County and
Leibo County. In wastewater treatment service, our
customers are mainly local governments in three
districts and four counties in Luzhou, towns in
Shizhong District of Leshan, Qingbaijiang District
of Chengdu, Dechang County of Liangshan Yi
Autonomous Prefecture, and Litang County of Ganzi
Tibetan Autonomous Prefecture.

The Group adheres to the service philosophy of
“Refreshing the customer experience with true
feelings and interpreting the harmony between human
and water with actions” and maintaining a good
relationship with its customers is very important to the
long-term development of the Group.

During the Reporting Period, the total sales to the
five largest customers of the Group was RMB415.05
million, accounting for less than 30% of the total
revenue, and the total sales to the largest customer
was RMB279.12 million, accounting for 19.69% of the
total revenue for the Reporting Period.

Qur top five customers are independent third-party
suppliers. During the Reporting Period, none of the
Directors and the Supervisors, and their respective
close associates, or any Shareholder (which to the
knowledge of the Directors and Supervisors own
more than 5% of the issued Shares of the Company as
of the end of the Reporting Period) held any interest
in our top five customers. There is no such situation
in the Company that our major customers are our
suppliers at the same time.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022

1122 BEERIR#

HAHMBERKHENE P T EREMN=R=
BREES  BRENRAER  ITEHXEM
P REAMERE - ZRMARSKEERFNEP
TEREMME =R P05 ML T R 4R
HoREmERLE ORUMNESHE  HK
P ER 5 SR B 10 75 BURT o

AEERATEBRFEFER THRE
AKRMFEINRBIES - BEPERRIFH
BEREARAEBENREZRTHDEER B
o AEE-BERIRARFPRESEEN
R

R EHAREEMAIAATPRHE SR
BARMKA15.06F&E T (hREHARBRALR
BERER30% : MARKAZTFPHHELER
ARBE279.12B & 7T » (HRE R AR
#919.69% °

BT AATPHRBILE=]) - BRXH
SHIN - MEEE  EENHEEEBMEAN
TABRRREEREZAAN BAXRAA
5% A EBAEE) BERMNAAREFH
#xE o RPYEI2EPRKARMNHEE
[ELEEP



Chapter Vil Direotors’ Report (continued)

£+E EETWE @)

1.123 Relationship with Suppliers

Our main suppliers are power suppliers (providing
power for our facilities), construction contractors
(designing and building our facilities) and raw
material suppliers (supplying chemicals for tap water
production and wastewater treatment, and other
equipment maintenance consumables).

In addition to the public service providers, we have
developed a centralized procurement policy for our
suppliers. According to this policy, the Group needs
to bid to different suppliers and select suppliers
based on the price, quality and timeliness of their
products. All supply contracts are subject to review
and approval by the headquarters and are regularly
tested by the headquarters to check the quality of the
delivered product.

During the Reporting Period, the total amount of
procurement from the five largest suppliers of the
Group was RMB316.49 million, accounting for 95.07%
of the total amount of procurement for the Reporting
Period. The purchase from the largest supplier was
RMB155.19 million, accounting for 46.62% of the
total amount of procurement for the Reporting Period.
Our top five suppliers are independent third-party
suppliers. During the Reporting Period, none of the
Directors and the Supervisors, and their respective
close associates, or any Shareholder (which to the
knowledge of the Directors and Supervisors own
more than 5% of the issued Shares of the Company)
held any interest in our top five suppliers.

7.13 SHARE CAPITAL

As at the end of the Reporting Period, the total number of
the Company’s Shares was 859.71 million shares and the
total share capital was RMB859.71 million, with RMB1.00
per share, of which, RMB644.77 million for Domestic
Shares and RMB214.94 million for H Shares.
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7.14 BOND ISSUANCE

Pursuant to the special resolutions passed at the 2018
first extraordinary general meeting of the Company held on
3 December 2018 in relation to to issue corporate bonds
and authorise the Board or its authorised persons to deal
with the matters in relation to the issue of the corporate
bonds and the proposed public offering of corporate bonds
to qualified investors. The Company received an approval
issued by the China Securities Regulatory Commission
(Zheng Jian Xu Ke [2019] No. 272) dated 28 February 2019,
approving the public offering of corporate bonds with an
aggregate nominal value of not more than RMB700.00
million, to be issued by the Company in phases according
to actual circumstances. For details, please refer to the
announcements of the Company dated 12 October 2018,
3 December 2018, 28 December 2018 and 7 March 2019,
and the circular of the Company dated 19 October 2018.

The Company successfully issued the first tranche of
corporate bonds in the principal amount of RMB500 million
with a coupon rate of 5.99% per annum and a maturity of 5
years on 26 April 2019, which were listed on the Shanghai
Stock Exchange on 8 May 2019. The Company published
announcements of excise of bond put options and
adjustment of coupon rate on 23 and 24 March 2022. For
details, please refer to the announcements of the Company
dated 29 April 2019, 7 May 2019, 23 March 2022, 24
March 2022 and 6 April 2022.

The Company successfully issued the second tranche
of corporate bonds in the principal amount of RMB200
million with a coupon rate of 5% per annum and a maturity
of 5 years on 23 September 2019, which were listed on
the Shanghai Stock Exchange on 10 October 2019. The
Company published announcements of excise of bond
put options and adjustment of coupon rate on 22 and 24
August 2022 and 20 September 2022. As the corporate
bonds were put back in full, delisting from the Shanghai
Stock Exchange was brought forward to 11 October 2022.
For details, please refer to the announcements of the
Company dated 24 September 2019, 9 October 2019, 22
August 2022, 24 August 2022, 20 September 2022 and 11
October 2022.
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7.15 PURCHASE, SALE OR 15 BE HERREFATM LD
REDEMPTION OF THE LISTED BE
SECURITIES OF THE COMPANY
The Company repurchased RMB595.5 million of its already- RIBEEHARN - ARARIEIEEZTESFARKES95.5
issued bonds during the Reporting Period. For further BET BAFBEE2RARR2022F4A6H K&
details, please refer to the announcements of the Company 2022F9 A20B MR -

dated 6 April 2022 and 20 September 2022.

Save as disclosed above, none of the Company or any of B EmiEFEEN  ARFSENB R B ER
its subsidiaries purchased, sold or redeemed any listed B HEFEOAQREM EHES -

securities of the Company.

7.16 PRE-EMPTIVE RIGHTS 7.16 BEERE
Pursuant to the Articles of Association and the PRC laws, BEARERRABERE  AREWLEFEFERH
the Company is not subject to any requirement on pre- BEBEEENBRE -

emptive rights.

7.17 DISTRIBUTABLE RESERVES OF 7.17 w] 4 93 B F B% R AY G e
THE COMPANY
Details of the changes in the Company’s reserves during the RIMEBRR - ARRRBESDHFBEHNRE G
Reporting Period are set out in the consolidated statement RE=ZEHK  HRAHS IR TREZENFE
of changes in shareholders’ equity, of which the reserves MERE HI RS E B K -

distributable to the Shareholders are also set out in the
consolidated statement of changes in shareholders’ equity.

7.18 PROPERTY, PLANT AND 118 MK - BB R\
EQUIPMENT
Details of changes in property, plant and equipment of the RIMERRN - AEEYE BERZHEZ AT
Group during the Reporting Period are set out in Note 6. BEHRAFEERERE A BREMFERA2 -

12 to the consolidated financial statements in this annual

report.

7.19 BANK BORROWINGS AND OTHER 719 $R{TiExREMER
BORROWINGS

Details of the Group’s bank borrowings and other AEBRFEARNBITERREMEROTE
borrowings as at the end of the Reporting Period are set ERARFEREREHI B RRMTES.28

out in Note 6. 28 to the consolidated financial statements in
this annual report.
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7.20 DONATIONS

During the Reporting Period, the Group donated
approximately RMB52,800 in cash and materials to the
Luzhou Branch of Sichuan Province Foundation for Poverty
Alleviation and its affiliated companies, which were mainly
used for the infrastructure construction of donees.

721 DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

7.21.1 Directors

During the Reporting Period, the Board of the
Company comprised nine Directors, including three
executive Directors, three non-executive Directors
and three independent non-executive Directors. Save
for employee representative Directors, Directors are
appointed by Shareholders of the Company, with a
term of three years or until the installment of a new
Board (whichever is later) and eligible for re-election.

The details of status of Directors are set out in
“Directors, Supervisors and Senior Management” in
this annual report.

1.21.2 Supervisors

During the Reporting Period, the Supervisory
Committee of the Company comprises seven
Supervisors, including two shareholder representative
Supervisors, three employee representative
Supervisors and two external Supervisors. Save
for employee representative Supervisors, other
Supervisors are appointed by Shareholders of the
Company, with a term of three years or until the
installment of a Supervisory Committee (whichever is
later) and eligible for re-election.

The details of status of Supervisors are set out in

“Directors, Supervisors and Senior Management” in
this annual report.
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1.21.3 Senior Management 103 SRERE

The Company has one general manager, several
deputy general managers, one chief financial officer
and one secretary to the Board, all appointed or
dismissed by the Board. They have a term of three
years and are eligible for re-election.

The details of status of senior management of the
Company during the Reporting Period and as of
the date of this report are set out in “Directors,
Supervisors and Senior Management” in this annual
report.

1214 Changes in the Information of

Directors, Supervisors and Chief
Executives

Save as disclosed in the section of “Directors,
Supervisors and Senior Management” in this annual
report, there has been no change in the information of
the Directors, Supervisors and chief executives of the
Company.

1215 Biographies of the Directors,

Supervisors and Senior Management

The biographical details of Directors, Supervisors and
senior management of the Company are set out in the
section headed “Directors, Supervisors and Senior
Management” of this annual report.

7.21.6 Service Contract of the Directors and

Supervisors

The Company has entered into a service contract
with each of the Directors, Supervisors and senior
management containing terms relating to, among
other things, compliance with relevant laws and
regulations, observation of the Articles of Association
and provision on arbitration. The service contracts
may be renewed in accordance with its terms, the
Articles of Association and applicable rules.
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During the Reporting Period, none of the Directors
or Supervisors has entered into any service contract
with the Company which does not expire or is not
terminable by the Company within one year without
payment of compensation (other than statutory
compensation).

7.21.7 Remuneration of Directors and

Supervisors

The details of the remuneration of Directors and
Supervisors of the Company are set out in Note
11(2).6 to the consolidated financial statements of this

report.

7.21.8 Determination of and Basis for

Determination of Remuneration of
Directors, Supervisors and Senior
Management

The Company offers executive Directors, employee
representative Supervisors and senior management
members, who are also employees of the Company,
emolument in the form of basic salary, performance-
based bonus and other benefits. We adopt a market
and incentive based employee emolument structure
and implement a multi-layered evaluation system
which focuses on performance and management
goals. Independent non-executive Directors and
external Supervisors are entitled to emolument
offered by the Company. Non-executive Directors and
shareholder representative Supervisors who do not
assume any management positions in the Company
will not receive any emolument from the Company.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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NI EEREEMRERMBARTZE

1.21.9 Directors’ and Supervisors’ Rights to

Acquire Shares or Bonds

During the Reporting Period, the Company did not
grant any rights to acquire benefits by means of the
acquisition of Shares or bonds of the Company to any
Directors or Supervisors or their respective spouses
or minor children under 18, and none of them has
exercised such rights.

121.10 Directors’ and Supervisors’ Interests

in Transactions, Agreements or
Contracts

During the Reporting Period, none of Directors or
Supervisors or entities connected with any of them
directly or indirectly held material interest in subsisting
and significant transactions, arrangements or
contracts of the Group.

12111 Directors’ and Supervisors’ Interests

in Competing Business

During the Reporting Period, to the knowledge of the
Board, none of the Directors or Supervisors or their
respective associates has any business or interest
that competes or may compete with the business of
the Group or has or may have any other conflict of
interest with the Group.
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12112 Interests and Short Positions of
Directors, Supervisors and Chief
Executives in the Shares, Underlying
Shares and Debentures

As at the end of the Reporting Period, none of the
Directors, Supervisors or chief executives had any
interests and/or short positions in the Shares, and
(in respect of positions held pursuant to equity
derivatives) underlying Shares or debentures of the
Company or any of its associated corporations (within
the meaning of Part XV of the SFO which should be
notified to the Company and the Hong Kong Stock
Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO or was required, pursuant to Section 352
of the SFO, to be entered in the register referred to
therein, or was required, pursuant to the Model Code
to be notified to the Company and Hong Kong Stock
Exchange.

7.22 INTERESTS AND SHORT

POSITIONS OF SUBSTANTIAL
SHAREHOLDERS IN SHARES

To the best knowledge of the Company, as at the end of
the Reporting Period, the following persons (other than the
Directors, Supervisors and chief executive of the Company)
had interests or short positions in the Shares or underlying
Shares and/or debentures of the Company which were
required to be notified to the Company or the Hong Kong
Stock Exchange pursuant to Divisions 2 and 3 of Part XV of
the SFO, or which were required by Section 336 of the SFO
to be recorded in the register specified in the section, or
owned interest and short positions in more than 5% of any
class of issued shares of the Company.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Approximate Approximate
percentage percentage
Number in class of in total
Name of Shareholder Shareholding capacity Class of Shares of Shares!"  Sharesissued  Shares issued
HERTT HERTT
BARRH BRRN
BRER #RSR Bir%ER Rirsa" BHES L BHES L
Xinglu Investment® Beneficial owner Domestic Shares 511,654,127(1) 79.35% 59.51%
BEREY EanfiEA AR
Interest in a controlled Domestic Shares
corporation 62,709,563(L) 9.73% 7.29%
REERR AR
Luzhou Laojiao Beneficial owner Domestic Shares 70,406,310(L) 10.92% 8.19%
ENEE ERERA RER
Luzhou Infrastructure® Beneficial owner Domestic Shares 62,709,563(L) 9.73% 7.29%
ENERY ERBEBA RER
Beijing Enterprises Water Group Limited®  Beneficial owner H Shares 71,150,000(L) 33.10% 8.28%
HEkBERERAR EHABA Hiik
Beijing Enterprises Environmental Interest in a controlled H Shares
Construction Limited® corporation 71,150,000(L) 33.10% 8.28%
TERERRERARC RipEERR Hik
Beijing Enterprises Holdings Limited® Interest in a controlled H Shares
corporation 71,150,000(L) 33.10% 8.28%
FRERER AT REEERER Hiik
Beijing Enterprises Group (BVI) Interest in a controlled H Shares
Company Limited® corporation 71,150,000(L) 33.10% 8.28%
FREREEBVIERAFC REEEER Hik
Beijing Enterprises Group Interest in a controlled H Shares
Company Limited® corporation 71,150,000(L) 33.10% 8.28%
FREREEERARTY REEEER Hik
Beijing Enterprises Investments Limited Interest in a controlled H Shares
corporation 71,150,000(L) 33.10% 8.28%
RiEERR Hik
Modern Orient Limited Interest in a controlled H Shares
corporation 71,150,000(L) 33.10% 8.28%
RbEERR Hik
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Approximate Approximate

percentage percentage
Number in class of in total
Name of Shareholder Shareholding capacity Class of Shares of Shares!"  Sharesissued  Shares issued
HERfT HER{T
RRkize RRHH
BRREH T BRir &R Bir®E" #nast Braskt
Sichuan Sans Venture Capital Co., Ltd.“"”  Beneficial owner H Shares 19,247,000(L) 8.95% 2.24%
WII=HEEREFREERTN EnfAA HEZ
Sichuan Development Holding Co., Ltd.”  Interest in a controlled H Shares
corporation 19,247,000(L) 8.95% 2.24%
M)l B () BREE A R R EEER Hik
Suntront Intelligence (Hong Kong) Beneficial owner H
Co., Ltd.® 16,884,000(L) 7.86% 1.96%
MARBH(EB)ERAAY ERABA H
Suntront Tech Co., Ltd.® Interest in a controlled H Shares
corporation 16,884,000(L) 7.86% 1.96%
HARBRAERAR REEEER Hik
Fei Zhanbo® Interest in a controlled H Shares
corporation 16,884,000(L) 7.86% 1.96%
BERO REEERR HR
Luzhou Xiangyang Real Estate Beneficial owner H Shares
Development Co., Ltd.®" 14,635,000(L) 6.81% 1.70%
ENRGESEREERAR ERABA Hik
Luzhou Xiangyang Enterprise Group Interest in a controlled H Shares
Co., Ltd.® corporation 14,635,000(L) 6.81% 1.70%
ENRGEEEEERARC REEEER Hix
Yang Lunfen” Beneficial owner H Shares 14,635,000(L) 6.81% 1.70%
tRA" ERABA HR
Wang Xiumei®” Beneficial owner H Shares 14,635,000(L) 6.81% 1.70%
FA10 ERBAA Hi&
Yang Bin" Beneficial owner H Shares 14,635,000(L) 6.81% 1.70%
1Al ERABA Hix
Hwabao Trust Co., Ltd.” Trustee H Shares 77,787,000(L) 36.19% 9.05%
EEETEREARAD RREREA HR
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Approximate Approximate

percentage percentage
Number in class of in total
Name of Shareholder Shareholding capacity Class of Shares of Shares!"  Sharesissued  Shares issued
HERTT HERTT
BARRH BRRN
BRER #RSR Bir%ER Rirsa" BHES L BHES L
Hwabao e Overseas Market Investment Il Trustee H Shares
(37-1 QDII Single Fund Trust)" 19,247,000(L) 8.95% 2.24%
ZE o FOTHERE2RFI37-18 BREXEA HER
QDIE—ES "
Hwabao  Overseas Market Investment Il Trustee H Shares
(20-14 QDII Single Fund Trust” 14,635,000(L) 6.81% 1.70%
T o BONTHRESERF20-145 BREZHA HE&
QDIE—E2fEF"
Hwabao ¢ Overseas Market Investment Il Trustee H Shares
(37-3 QDII Single Fund Trust) 14,635,000(L) 6.81% 1.70%
BT o BINHRE 25 25137-35 BREXEA Hiik
QDIE—ERfEF"
Hwabao e Overseas Market Investment Il Trustee H Shares
(37-4 QDIl Single Fund Trust) 14,635,000(L) 6.81% 1.70%
ZE o FOTHERE2RZFI37-48 BREXEA HER
QDIE—E2fEF"
Hwabao  Overseas Market Investment Il Trustee H Shares
(20-15 QDII Single Fund Trust)” 14,635,000(L) 6.81% 1.70%
2T o BONTHRESEZ720-155 BREXHA HE&

QDIE-E&{ER"
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As at the end of the Reporting Period, the Company had
issued totally 859,710,000 Shares, including 644,770,000
Domestic Shares and 214,940,000 H Shares. (L) represents
long position.

Xinglu Investment has 61.70% interests in Luzhou
Infrastructure. Therefore, pursuant to the SFO, Xinglu
Investment is deemed to be interested in the Domestic
Shares held by Luzhou Infrastructure.

Beijing Enterprises Water Group Limited is held by Beijing
Enterprises Environmental Construction Limited as to
40.66%, which is in turn wholly-owned by Beijing Enterprises
Holdings Limited, which is held as to 41.09% by Beijing
Enterprises Group (BVI) Company Limited, which is held as
to 100% by Beijing Enterprises Group Company Limited.
Therefore, pursuant to the SFO, all of Beijing Enterprises
Environmental Construction Limited, Beijing Enterprises
Holdings Limited, Beijing Enterprises Group (BVI) Company
Limited and Beijing Enterprises Group Company Limited
are deemed to be interested in H Shares held by Beijing
Enterprises Water Group Limited.

Sichuan Development Holding Co., Ltd. has 100% interests
in Sichuan Development Asset Management Investment
Management Co., Ltd., and Sichuan Development Asset
Management Investment Management Co., Ltd. has
100% interests in Sichuan Sans Venture Capital Co., Ltd..
Therefore, pursuant to the SFO, Sichuan Development
Holding Co., Ltd. is deemed to be interested in H Shares
held by Sichuan Sans Venture Capital Co., Ltd..

Suntront Tech Co., Ltd. has 100% interests in Suntront
Intelligence (Hong Kong) Co., Ltd.. Fei Zhanbo has 35.86%
interests in Suntront Tech Co., Ltd.. Therefore, pursuant
to the SFO, Suntront Tech Co., Ltd. and Fei Zhanbo are
deemed to be interested in H Shares held by Suntront
Intelligence (Hong Kong) Co., Ltd..

Luzhou Xiangyang Enterprises Group Limited has 55%
interests in Luzhou Xiangyang Real Estate Development Co.,
Ltd.. Therefore, pursuant to the SFO, Luzhou Xiangyang
Enterprises Group Limited is deemed to be interested in H
Shares held by Luzhou Xiangyang Real Estate Development
Co., Ltd..
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(7) Sichuan Sans Venture Capital Co., Ltd. holds a total of
19,247,000 H Shares through a trust named “Hwabao e
Overseas Market Investment Il (37-1 QDII Single Fund Trust)”
managed by Hwabao Trust Co., Ltd.; Luzhou Xiangyang Real
Estate Development Co., Ltd. holds a total of 14,635,000 H
Shares through a trust named “Hwabao e Overseas Market
Investment Il (20-14 QDII Single Fund Trust)” managed
by Hwabao Trust Co., Ltd.; Yang Lunfen holds a total of
14,635,000 H Shares through a trust named “Hwabao e
Overseas Market Investment Il (37-3 QDII Single Fund Trust)”
managed by Hwabao Trust Co., Ltd.; Wang Xiumei holds a
total of 14,635,000 H Shares through a trust named “Hwabao
e Overseas Market Investment Il (37-4 QDII Single Fund
Trust)” managed by Hwabao Trust Co., Ltd.; and Yang Bin
holds a total of 14,635,000 H Shares through a trust named
“Hwabao e Overseas Market Investment Il (20-15 QDII Single
Fund Trust)” managed by Hwabao Trust Co., Ltd.. Pursuant
to the SFO, Hwabao Trust Co., Ltd., acting as the trustee
for the above-mentioned trusts, is deemed to be interested
in the aggregate 77,787,000 H Shares with interests owned
by such trusts. None of the Hwabao ® Overseas Market
Investment Il (37—-1 QDII Single Fund Trust), Hwabao e
Overseas Market Investment Il (20-14 QDII Single Fund
Trust), Hwabao e Overseas Market Investment Il (37-3 QDII
Single Fund Trust), Hwabao e Overseas Market Investment
Il (37-4 QDII Single Fund Trust) and Hwabao e Overseas
Market Investment Il (20- 15 QDII Single Fund Trust) has any
interests and/or short positions in the Company which are
required to be notified to the Company or the Hong Kong
Stock Exchange under the provisions of Divisions 2 and 3 of
Part XV of the SFO.

Save as disclosed above, to the best knowledge of the
Company, as at the end of the Reporting Period, no
person (other than the Directors, Supervisors and chief
executives of the Company) informed the Company that
they had interests and/or short positions in the Shares and
(in respect of positions held pursuant to equity derivatives)
underlying Shares and/or debentures of the Company
which were required to be notified to the Company or the
Hong Kong Stock Exchange pursuant to Divisions 2 and 3
of Part XV of the SFO, or which were required by Section
336 of the SFO to be recorded in the register specified in
the section.
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7.23 SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available and to
the knowledge of the Board, the Company has maintained
the requirements under the Listing Rules that at least 25%
of the total issued share capital of the Company are held in
public hands during the Reporting Period and as of the date
of this report.

7.24 EQUITY-LINKED AGREEMENT

During the Reporting Period, the Company has not entered
into any equity-linked agreement.

7.25 MANAGEMENT CONTRACT

No contract concerning the management and administration
of the whole or any substantial part of the business was
entered into or existed during the Reporting Period (other
than service contracts related to Directors, Supervisors and
all staff of the Group).

7.26 MATERIAL CONTRACTS

On 26 October 2022, the Group entered into a PPP
agreement on wastewater treatment in Litang County, Ganzi
Tibetan Autonomous Prefecture, Sichuan Province with the
Housing and Urban-Rural Development Bureau of Litang
County and Guizhou Zhongbailun Construction Engineering
Co., Ltd. The contract value is RMB23.99 million.

For details of the aforesaid contract, please refer to the
announcement of the Company dated 26 October 2022.

Save as disclosed above, during the Reporting Period, the
Company or any of its subsidiaries have not entered into
any material contracts with the Controlling Shareholder
or any of its subsidiaries, or did not have any material
contracts in relation to provision of services by the
Controlling Shareholder or any of its subsidiaries.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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7.27 CONTINUING CONNECTED 121 BIEREX ZHHEBERX S

TRANSACTIONS AND CONNECTED
TRANSACTIONS

During the Reporting Period, the Group had transactions
with connected entities, including but not limited to tap
water supply, wastewater treatment operating service,
meter installation and other services. These transactions
are conducted in the ordinary course of the Group’s
business on normal commercial terms or better comparable
to those with other unconnected entities. Besides, the
Group has established its pricing strategy and approval
process for purchase and sales of goods, investments and
service. Such pricing strategy and approval process are
applied regardless of the counterparties are connected
entities or not. Having due regard to the substance of the
relationships, the Directors are of the opinion that, as set
out in “Related Parties and Related Party Transactions”
in Note 11 to the consolidated financial statements of
this report, none of these transactions are connected
transactions that require separate disclosure under the
Listing Rules except for the transactions with the controlling
shareholders of the Company (which is also controlled by
the PRC government) and its subsidiaries (controlled or
significantly affected by the same controlling shareholder).

1.21.1 Provision of Tap Water Supply
Services

The Group has been providing tap water supply
services in it ordinary and usual course of business
to the public within each tap water business supply
area, which also includes the connected persons of
the Company (including the Controlling Shareholder
and its subsidiaries). During the Reporting Period, the
provision of tap water supply services by the Group
to the connected persons constituted continuing
connected transactions under Chapter 14A of the
Listing Rules.
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The tap water supply services provided by Group to
its connected persons are conducted in the ordinary
and usual course of the Group’s business and on
normal commercial terms that are identical or no
more favorable than those offered to independent
third-party manufacturers. Therefore, these continuing
connected transactions, namely selling of consumer
goods and services under Chapter 14A.97 of the
Listing Rules, will be fully exempt from shareholders’
approval, annual review and all disclosure
requirements under Chapter 14A of the Listing Rules.

1.27.2 Provision of Installation Services

The Group has been providing installation services
(including water quality testing after installation) in it
ordinary and usual course of business to the certain
connected persons of the Company (including the
Controlling Shareholder and its subsidiaries). During
the Reporting Period, the provision of installation
services by the Group to the connected persons
constituted continuing connected transactions under
Chapter 14A of the Listing Rules. The installation
services provided by Group to its connected persons
are conducted in the ordinary and usual course of the
Group’s business and on normal commercial terms
that are identical or no more favorable than those
offered to independent third-party manufacturers.
The Company has also complied with the approval
procedures and disclosure requirements under
Chapter 14A of the Listing Rules.
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On 27 June 2022 and 23 December 2022, the
Company and Luzhou Lingang Investment Group Co.,
Ltd. (“Lingang Investment Group”) entered into a
construction service agreement, pursuant to which
the Company agreed to provide water supply pipe
installation services for Lingang Investment Group.
The transaction amount is RMB1.855 million and
RMB6.055 million, respectively, with a construction
period of 60 calendar days and 7 calendar days,
respectively. Lingang Investment Group is directly held
as to 56.22% by Xinglu Investment, the Controlling
Shareholder of the Company. Accordingly, Lingang
Investment Group is a connected person of the
Company and the transactions under the construction
service agreements between the Company and
Lingang Investment Group constitute continuing
connected transactions. For details, please refer to
the announcements of the Company dated 27 June
2022 and 23 December 2022.

On 27 June 2022, the Company and Luzhou
Aviation Development Investment Group Co.,
Ltd. (“Luzhou Aviation Development”) entered
into a construction service agreement, pursuant
to which the Company agreed to provide water
supply pipe installation services for Luzhou Aviation
Development. The transaction amount is RMBO0.183
million, with a construction period of 120 calendar
days. Luzhou Aviation Development is directly held
as to 83.78% by Xinglu Investment, the Controlling
Shareholder of the Company. Accordingly, Luzhou
Aviation Development is a connected person of the
Company and the transactions under the construction
service agreement between the Company and
Luzhou Aviation Development constitute continuing
connected transactions. For details, please refer to
the announcement of the Company dated 27 June
2022.
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On 27 June 2022, the Company and Luzhou Lingang
Industrial Development Co., Ltd. (“Lingang Industrial
Development”) entered into a construction service
agreement, pursuant to which the Company agreed
to provide water supply pipe installation services
for Lingang Industrial Development. The transaction
amount is RMB2.361 million, with a construction
period of 120 calendar days. Lingang Industrial
Development is a wholly-owned subsidiary of Lingang
Investment Group and Lingang Investment Group is
directly held as to 56.23% by Xinglu Investment, the
Controlling Shareholder of the Company. Accordingly,
Lingang Industrial Development is a connected
person of the Company and the transactions under
the construction service agreement between the
Company and Lingang Industrial Development
constitute continuing connected transactions. For
details, please refer to the announcement of the
Company dated 27 June 2022.

1.21.3 Property Management

On 26 August 2022, Xinglu Wastewater Treatment, a
subsidiary of the Company, entered into a property
management service agreement with Luzhou Xinglu
Property Management Co., Ltd. (“Xinglu Property
Management”), pursuant to which Xinglu Property
Management agreed to provide property management
services for seven branches and a wastewater
treatment plant of Xinglu Wastewater Treatment for a
term commencing from 26 August 2022 to 25 August
2024. The transaction value is RMB3.89 million per
year. As Xinglu Property Management is a wholly-
owned subsidiary of Xinglu Investment, the Controlling
Shareholder of the Company, it is regarded
as a connected person of the Company under
Chapter 14A of the Listing Rules and therefore, the
transactions under the property management service
agreement between Xinglu Wastewater Treatment and
Xinglu Property Management constitute continuing
connected transactions. The Company has complied
with the relevant requirements under Chapter 14A
of the Listing Rules. For details, please refer to the
announcement of the Company dated 26 August
2022.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022

202296 A27H » AR B EIE NGB E ¥R
BARAR ((ERBERRAR) T/ TR
Wi ARRBUHREBEREEXRER
HEKEBLRERE X528 A2.3618
B IHAE120@BER - BESEERN
BHBRARESEEZEHRE  MEBBKRE
SEHAARERBRREEREAEERS
56.23% R ERZIE AT - S EXME
ARARBEALT  ANARHEEBEEME
LRSS HHE N ETHR ZEKIFERE
RS o MEAFFIEFERARFR2022F6 27
HEORE »

123 EEE

202248 A26H » AN A K E A B BLE 5K
FRIZEEMEEYEEE AR AR ([RiEY
REE ) UMEEERS HE - BEWE
BB AEBESKERE TN ERS AR R
—ESKEEBREHMEERRS X5
BAEF3.89BE T MBHIRBE20225F
8H26HBE2024F8H25H - EEMHEE
BARRRIZERBRREERENZENRBA
7 RBELETRAF14AE - WEBEYET
BWEREANARRBEAL  BESKEEHE
HiUMEEERBHBZE THITHRZE
RIBERDER S - ARBIINEST T LR A
FUAE THHRBESR - BEFBREREAR
FIN20224E8 B26 HEY A -



Chapter Vil Direotors’ Report (Continued)
EtE EETHE @

1.21.4 Confirmation from Independent Non- 104 BT EWILERTEE R ZBIED
Executive Directors and Auditors of ROTEER
the Company

Pursuant to Rule 14A.55 of the Listing Rules, the RATVEERITESEH LEREE £/
independent non-executive Directors have reviewed HAE14A.550 - BYENTESEEH
the above continuing connected transactions and LMBBEEAERS  WERZERS

confirmed that such transactions were:

(1) entered into in the ordinary and usual course of (1) DAEEBEESPEINL
business of the Group;

(2) carried out on normal commercial terms or (2 EB—MKAEEEBIERET &
better; and

(3) carried out according to the relevant transaction () TIRBHEBERSNHBRET  ERA
agreements, the terms of which are fair FEE - WHERRAEEF R

and reasonable, and in the interests of the
Shareholders as a whole.

The Company’s auditor was engaged to conduct RARZHBMEEERBEESSHMASE
audit work in accordance with Hong Kong Standard H BB =B RS A RIS 30005% [ BiZ R E
on Assurance Engagements 3000 “Assurance HELMBEIBRAINNERRS] - K2R
Engagements Other Than Audits or Reviews of BEBGETAIAGMNITIESI E7405% [FR
Historical Financial Information” issued by the Hong BB R Al By i 45 48 B 3 52 5 MY X BXAD
Kong Institute of Certified Public Accountants and BRI TEAZ TR - BIE LR AI14A.56
with reference to Practice Note 740 “Auditor’s Letter 1 ZEENE MR RIAE F 8 e
on Continuing Connected Transactions under the RRBEEIEMFEAMEMMR BN EE
Hong Kong Listing Rules” issued by the Hong Kong FHlEENSEAERS

Institute of Certified Public Accountants. Pursuant
to the rule 14A.56 of the Listing Rules, the auditor
has issued a letter to the Board of the Company that
nothing has come to their attention that causes them
to believe that the continuing connected transactions
disclosed by the Group:

(1) have not been approved by the Company’s (1) WAREARREZE=SHE
board of directors;
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(2) these involved transactions in relation to the
Group’s provision of products and services,
which were not executed in accordance with
pricing policies of the Company in all material
aspects;

(3) were not entered into, in all material respects,
in accordance with the relevant agreements
governing the transactions; and

(4) have exceeded the annual caps set by the
Company.

7.28 COMPLIANCE WITH NON-

COMPETITION AGREEMENT

The Controlling Shareholder signed a non-competition
agreement (the “Non-competition Agreement”) on 10
March 2017, in favour of the Company. Pursuant to the
Non-competition Agreement, the Controlling Shareholder
has irrevocably undertaken to the Company that it would
not, and would procure that its subsidiaries would not,
directly or indirectly, engage in any relevant business that
may be in competition with the Company. Non-competition
business refers to all business lines of the Group operated
currently and to be operated from time to time in the future,
which includes but not limited to tap water supply and
wastewater treatment services. For details, please refer
to the section headed “Relationship with our Controlling
Shareholder” in the Prospectus of the Company.

The Controlling Shareholder has confirmed in writing
to the Company that it has fully complied with the non-
competitive commitments during the Reporting Period.

The independent non-executive Directors have reviewed
the information provided by the Controlling Shareholder
regarding compliance with the Non-competition Agreement
and determined that the Controlling Shareholder had
fully complied with and was not in breach of the Non-
competition Agreement during the Reporting Period.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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729 COMPLIANCE WITH THE

CORPORATE GOVERNANCE CODE

The Company is committed to maintaining a high standard
of corporate governance with a view to safeguarding the
interest of Shareholders and enhancing corporate value.
The Board believes that good corporate governance
is one of the important factors leading to the success
of the Company and balancing the interests of the
Shareholders, customers and employees of the Group.
The Company has adopted all the code provisions in
the Corporate Governance Code, built and improved
the corporate governance structure in accordance with
relevant requirements, and established a series of corporate
governance systems.

According to code provision B.2.2 of the Corporate
Governance Code, every director, including those appointed
for a specific term, should be subject to retirement by
rotation at least once every three years. According to
the Articles of Association, the Directors (including non-
executive Directors and independent non-executive
Directors) shall serve for a term of three years and shall be
re-elected upon expiration of their term of office. The term
of the first session of the Board has expired in December
2018. Non-employee representative Directors of the second
session of the Board were re-elected and appointed at the
annual general meeting of the Company convened on 4
March 2022 and employee representative Directors were
appointed at an employee representative meeting of the
Company. For details, please refer to the section headed
“Directors, Supervisors and Senior Management” in this
report and the announcements of the Company dated 26
January 2022 and 4 March 2022 respectively published on
the websites of the Hong Kong Stock Exchange and the
Company.

During the Reporting Period, save for B.2.2 of Part 2 of the
code provision, the Company has been complied with all
code provisions under the Corporate Governance Code.

729 BT EERTH
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7.30 PERMITTED INDEMNITY

7.31

Luzhou Xinglu Water (Group) Co., Ltd.

PROVISIONS

During the Reporting Period, the Company has purchased
and maintained a collective liability insurance covering, but
not limited to, all Directors.

SIGNIFICANT LEGAL PROCEEDINGS

During the Reporting Period, Fanxing Environmental
and Sichuan Changjiang Engineering Crane Co., Ltd.
(“Changjiang Crane”) were in dispute over contract price
due to the substandard equipment supplied by Changjiang
Crane in the course of performance of the Cooperation
Agreement for Wastewater Treatment Equipment Supply
and Installation in Urban and Rural Areas in Luzhou entered
into between the two companies. As Changjiang Crane
has entered into bankruptcy proceeding, the bankruptcy
administrator of Changjiang Crane has filed a lawsuit on its
behalf, seeking payment of the balance of RMB42.82 million
and liquidated damages of RMB17.15 million, as well as
litigation costs from Fanxing Environmental.

During the Reporting Period, the Company and Zhong
Jiao Jian Hongfeng Group Co., Ltd (“Zhong Jiao Jian
Hongfeng”) were in dispute over balance payment due
to Zhong Jiao Jian Hongfeng’s breach of subcontracting
requirements during the construction process in the
course of performance of the Contract on Civil Engineering
Construction of Luzhou Nanjiao No. 2 Water Plant entered
into between the two companies. Zhong Jiao Jian Hongfeng
has filed a lawsuit against the Company, seeking payment
of the balance of RMB11.55 million, interest on capital
occupied and litigation costs.

Save as disclosed above, to the best knowledge of the
Directors, there was not any legal proceedings or claims
of material importance pending or threatened against the
Company during the Reporting Period.
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7.32 AUDIT COMMITTEE 1.2 BHHRRE

As of the date of this report, the audit committee of the
Company (the “Audit Committee”) consists of three
independent non-executive Directors, namely Mr. Fu Ji
(certified public accountant), Mr. Liang Youguo and Ms.
Ma Hua, with Mr. Fu Ji serving as the chairperson of
the committee. The primary responsibilities of the Audit
Committee are to supervise our internal control, risk
management, financial information disclosure and financial
reporting matters. The terms of reference of the Audit
Committee are available for inspection on the Company’s
website and the website of the Hong Kong Stock Exchange.
The Audit Committee has reviewed the consolidated
financial statements of the Group for the Reporting Period
and has discussed with the senior management on the
accounting policies and practices adopted by the Company
as well as matters relating to internal control.

7.33 EVENTS AFTER THE REPORTING

PERIOD

Details of the events after the Reporting Period of the Group
are set out in “Management Discussion and Analysis” of this
annual report.

7.34 AUDITOR

ShineWing Certified Public Accountants LLP is recognized
by the Ministry of Finance of the People’s Republic of
China and the China Securities Regulatory Commission
and is qualified to serve as the reporting accountant for
mainland incorporated companies listed in Hong Kong.
Upon approval at the 2021 Annual General Meeting of
the Company, ShineWing Certified Public Accountants
LLP became the sole auditor of the Company auditing the
consolidated financial statements of the Group prepared
in accordance with CASBE, and also undertook the role of
international auditor of the Company.

On 28 December 2021, upon approval at the first
2021 Extraordinary General Meeting of the Company,
the Company’s auditor for 2021 was changed from
Deloitte Touche Tohmatsu to ShineWing Certified
Public Accountants LLP. For details, please refer to the
announcements dated 9 December 2021 and 28 December
2021 and the circular dated 10 December 2021 of the
Company
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8.1 COMPOSITION OF THE

SUPERVISORY COMMITTEE

During the Reporting Period, the first session of the
Supervisory Committee of the Company comprises seven
Supervisors, including two shareholder representative
Supervisors, three employee representative Supervisors and
two external Supervisors. They have a term of three years
and are eligible for re-election.

Details of status of Supervisors of the Company during the
Reporting Period and as of the date of this report are set
out in “Directors, Supervisors and Senior Management” in
this annual report.

8.2 WORK OF THE SUPERVISORY

COMMITTEE

The Supervisory Committee performed their supervision
duties diligently and protected the interest of the Company
and the Shareholders in accordance with the Company
Law, the Articles of Association, the Rules of Procedure
of the Supervisory Committee and relevant laws and
regulations, which included the following aspects:

8.2.1 Attendance of Board Meetings and
Significant Meetings

During the Reporting Period, the Supervisory
Committee observed the Board meetings, annual
general meetings and important operation meetings to
supervise over the annual general meetings’ and the
Board’s decision-making process and compliance,
understand directly and indirectly the operation
status of the Company, and give their opinions and
proposals whenever appropriate, so as to promote
the healthy development of the Company and protect
the interests of the Shareholders.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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8.2.2 Meetings of the Supervisory 822 EEREMIER

Committee

CEEEZRBHFRENT

During the Reporting Period, attendance of members R EEIA

of the Supervisory Committee is recorded as follows:

Meetings
attended/
eligible
for attending Attendance
Name Position HE FE2hn rate
] % 61 BERN HEsE
Ms. Qu Mei Shareholder representative and Chairperson of 1/1 100%
the Supervisory Committee
Bt BRRAREEREEEERF
Mr. Yang Zhengiu Shareholder representative and Chairperson 3/3 100%
of the Supervisory Committee
HBREREE BRRARREEREEZEERF
Mr. Xu Ke Shareholder representative Supervisor 1/1 100%
TRAI KA RERRRES
Mr. Lai Bingyou Shareholder representative Supervisor 3/3 100%
FERBTE R KEES
Ms. Huang Mei Shareholder representative Supervisor 1/1 100%
=gt BRIRKES
Ms. Xiang Min Employee representative Supervisor 4/4 100%
MLt BIRKRES
Mr. Zhu Yuchuan Employee representative Supervisor 1/1 100%
KRENFEE BINRKES
Mr. Luo Chaoping Employee representative Supervisor 3/3 100%
BT EE BIRKES
Mr. Tang Nanyou Employee representative Supervisor 3/3 100%
BREREE BIKKRES
Mr. Xuan Ming External Supervisor 11 100%
SHEE HNEBEE S
Mr. Gu Ming’an External Supervisor 3/3 100%
ZRHTEE HNEBEE
Mr. Xiong Hua External Supervisor 4/4 100%
RREESE A SNEREE S
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8.2.3 Supervision Over Operation

During the Reporting Period, the Supervisory
Committee convened the meetings to consider
and approve the annual report for the year ended
31 December 2021, interim report and results
announcement for the six months ended 30 June
2022 and other proposals, so as to keep abreast of
the business condition of the Company in a timely
manner.

8.2.4 Supervision Over Financial Operation

During the Reporting Period, the Supervisory
Committee conducted supervision over financial
operation of the Company by inquiring upon and
reviewing the financial reports on a regular basis.

8.2.5 Supervision Over Performance of

Duties by Directors and Senior
Management

During the Reporting Period, the Supervisory
Committee paid attention to the Company’s legal
operation, reviewed the Company’s operation
management, risk management, internal control
system improvement and connected transactions, and
focused on the diligence and duties of the Company’s
Directors and senior management officers through
meetings, talks and review of materials to prevent
behaviour that could cause damage to the interest of
Company.

8.2.6 Strengthen the Internal Governance

of the Supervisory Committee

During the Reporting Period, the Supervisory
Committee re-elected and appointed members
of Supervisory Committee for the new term in
accordance with the Company Law and the Articles
of Association of the Company to give full play the
supervisory role of the Supervisory Committee and
improve its performance.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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8.3 BASIC EVALUATION ON THE 83 HEANF 2021 FEEEETETT

OPERATION MANAGEMENT AND
OPERATING RESULTS OF THE
COMPANY IN 2021

8.3.1 Evaluation on the Work of the Board

Aiming at protecting the interest of the Company and the
Shareholders in practice, the Supervisory Committee of the
Company performed its supervisory duties diligently. The
Supervisory Committee observed all the Board meetings in
2022 and confirmed the contents of the meetings convened
by way of communication. The Supervisory Committee
considers that the convening of Board meetings, the
qualification of participants and the decision-making
procedures met requirements of the Company Law and
the Articles of Association, and that the resolutions made

SMEB/HEFFR

8.3.1

HESETHFEFR

ARG EES WY BHEERD ) F = MAZR
ERHE  REBRTEERE - EE2E
T2022FERAREZE R - HABMA
ABHANEZARMETTHER  RAES
EMEE B HEAEBURRKRRER
BHFECRRE)UR AR ERARE @ &
HEREAEAN  WHEESRENTIE
NEET AREE  RETSERZNE
o B EEEREHTTREAZHE
TBRE - BOEITEERAMARR A TR R -

were valid and effective. It effectively supervised over the REFBEARRAFGE  BREFZHTA
implementation of various resolutions by the Board to BHRBIETR -
ensure the execution of the resolutions; in the meantime,
the Board duly executed all resolutions approved by the
general meeting, exercised its rights granted under the
law and by the Shareholders. There was no behavior
that undermined the interest of the Company and the
Shareholders.
8.3.2 Evaluation on the Work of the 832 HEEMWFIFFE
Operation Team
The Supervisory Committee conducted supervision Eﬁ%@mﬁﬁiﬁﬁW$’\ﬂﬁiizi‘<‘%£§bLH

on the production and operation activities of the
Company during their term of office and considers
that, the operation team of the Company has diligently
performed its duties, executed all the resolutions of
the Board conscientiously, and had no irregularity in
the course of operation. In 2022, led by the Board,
the operation team of the Company adhered to the
overriding principles of “principal operations plus
expansion and extension” and overcame the adverse
impact brought by extreme high temperature, the
COVID-19 pandemic and the downturn in the real
estate market. While deepening the local water supply
and drainage business, the operation team seized
the opportunity to expand the non-local water supply
and drainage business market. It overcame difficulties
and took multiple measures to achieve the goals and
tasks, and maintaining a sound momentum of steady
development.
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8.4 SUPERVISORY COMMITTEE’S

INDEPENDENT OPINION ON THE
MATTERS OF THE COMPANY IN
2022

8.4.1 Evaluation on Legal Compliance of

the Company’s Operations

The Supervisory Committee is of the view that
the Company carried out business operations in
accordance with the national laws and regulations
and the Articles of Association and after review, and
established a complete internal control system. The
annual general meeting and Board meetings were
convened in accordance with procedures required
by relevant laws and regulations and the Articles of
Association, and relevant resolutions were valid and
effective. The senior management performed their
duties in compliance with the relevant provisions of
the Company Law and the Articles of Association of
the Company and did not act in a manner prejudicial
to the interests of the Company and its Shareholders.

8.4.2 Evaluation on Financial Operation

In 2022, having carefully review on the financial
system, internal control system and the financial
position of the Company, the Supervisory Committee
believes that the existing internal control system on
financial accounting is complete, the Company has
a sound financial position, high-quality assets, and
true and accurate recognition and measurement of
income, expenses and profit. The auditor, ShineWing
CPA Limited conducted an audit of the Company’s
financial information in accordance with the
established plan, judging that accounting report of the
Company met requirements of Accounting Standard
and gave a true, accurate and complete view of the
Company’s financial position, operating results and
cash flows.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022

Chapter VIl Supervisory Committee’s Report (continued)
ENE

8.4 EEEHENT2022FEHF
EEMBIER

841 ERXFKEEFRAFR

Kipd  EEERRWMEHRA - NABMKE
BRAEBEBEZRM(RBER) HERE
FREEES  BY T RATEN BRI
HE: BRREREFEEENAE  AFH
BRABZERZRR(ARAER) AENE
FETT  REREFAZE  ERRENARAS
ERY  BREBRABERITAR B
HELRREIKARER) NBEBRE @ 8
BRREBRZRZESR  RRAERIEFAQA
MEEHITTR

842 MBRITIHAFR

2022 % - BEEGUARANPHHE -
WIEHIERP RS ETT T REAEOR
& RARNAT BRI B ST AEGIERE
BRI RL  BEEEEER - A -
%Fﬁﬁ%ﬂi&ﬁﬁ@ﬁ%éﬁﬁr%ﬁ%‘:ﬁﬁ& o K ERM
B KR FI® TR = 75 PTIR AL B 5T 81 A 7181
BIERETE  REARAE uﬂ&%?%é.\
S EANNEHEBATE  EE - £iE - TEW
R T ARRWBFHAMRR - L& Ek%ﬂlfﬁéé

MBI °



Chapter VIII Supervisory Committee’s Report (continued)
ENE ESEElhe@

8.4.3 Evaluation on Connected

843 ENFIMEXHXHWAFR

Transactions of the Company

In 2022, connected transactions between the
Company and connected persons were all subject to
the approval by the Articles of Association and the
Listing Rules of the Hong Kong Stock Exchange and
fulfilled their disclosure duties in a timely manner.
In the course of consideration and voting of the
connected transactions in 2022, the Supervisory
Committee did not find any insider trading and
behaviour that undermined the interest of the
Company and Shareholders, and the Supervisory
Committee is of its opinion that the connected
transactions of the Company were fair, just and open,
and the pricing basis is sufficient, did not undermine
the interest of the Company, particularly the interest
of minority shareholders.

8.44 Evaluation on Internal Control and

Risk Management

In 2022, having reviewed the internal control and
risk management system of the Company during the
Reporting Period, the Supervisory Committee believes
that the Company has built a complete internal
control and risk management system, which works
throughout the whole process of decision-making,
implementation and supervision. Risks were effectively
managed at the institutional level, with constant
improvement and effective execution. A risk list has
been established and updated annually to accurately
identify the annual major risks. The Company has
established a sound compliance review mechanism
for major legal matters, contracts and major rules
and regulations. The Company has an appropriate
deployment for the internal audit department and
relevant personnel, which plays the role of supervising
the execution of internal control.
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Members of the Supervisory Committee will improve
their duty performance through self development, firmly
implement the Company’s established strategic policies,
and perform its duties in compliance with national laws
and regulations and the Articles of Association. They will
actively participate in the discussion of the Company’s
strategic decisions and the supervision and management in
its regular operation, strengthen supervision and inspection
on Directors and executives of the Company, enhance
supervision on investment, connected transactions and
other significant events, and propel the building of a modern
enterprise mechanism, improve corporate governance
structure and develop sustainable and healthy business,
striving to safeguard the legitimate rights and interests of
Shareholders and the Company.

Luzhou Xinglu Water (Group) Co., Ltd.
Yang Zhengqiu

Chairperson of the Supervisory Committee

Luzhou, the PRC
26 March 2023
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9.1 COMPLIANCE WITH THE

CORPORATE GOVERNANCE CODE

The Company is committed to maintaining a high standard
of corporate governance with a view to safeguarding the
interest of Shareholders and enhancing corporate value.
The Board believes that good corporate governance is
one of the important factors leading to the success of the
Company and balancing the interests of the Shareholders,
customers and employees.

The Company has adopted all the code provisions in
the Corporate Governance Code, built and improved
the corporate governance structure in accordance with
relevant requirements, and established a series of corporate
governance systems.

According to the code provision B.2.2 of Part 2 of the
Corporate Governance Code, every director, including those
appointed for a specific term, shall be subject to retirement
by rotation at least once every three years. According
to the Articles of Association, the Directors (including
non-executive Directors and independent non-executive
Directors) shall serve for a term of three years and shall be
reelected upon expiration of their term of office. The term
of the first session of the Board of the Company expired in
December 2018. Non-employee representative Directors
of the second session of the Board were re-elected and
appointed at the 2022 first extraordinary general meeting
of the Company convened on 4 March 2022 and employee
representative Directors were appointed at an employee
representative meeting of the Company. For details, please
refer to the section headed “Directors, Supervisors and
Senior Management” in this report and the announcements
of the Company dated 26 January 2022 and 4 March 2022.
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9.2 MODEL CODE FOR SECURITIES

TRANSACTIONS BY DIRECTORS
AND SUPERVISORS

The Company has adopted the Model Code as the code of
conduct regarding securities transactions of the Company
by the Directors, Supervisors and employees of the Group
who, by reason of their office or employment, may have
inside information about the Group or the Company’s
securities. The Company has made specific inquiries
to all Directors and Supervisors, and all Directors and
Supervisors have confirmed that they have fully complied
with the requirements set out in the Model Code during the
Reporting Period. In addition, the Company is not aware of
any non-compliance with the Model Code by the relevant
employees during the Reporting Period.

9.3 BOARD OF DIRECTORS

Composition of the Board

As of the date of this report, the Board of the Company
comprises nine Directors, including three executive
Directors (including one employee representative Director),
three non-executive Directors and three independent non-
executive Directors.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Pursuant to Rule 19A.54 of the Listing Rules, we entered
into written contracts with all Directors in relation to, inter
alia, compliance with laws and regulations, the Articles
of Association of the Company and arbitration clauses.
We have not signed and do not intend to sign any written
service contract with any Directors that is not determinable
by the employer within one year without paying any
compensation (other than statutory compensation).

There are no relationship between the Directors,
Supervisors and senior management of the Company,
including financial, business, family or other material
connections. Details of status of the Directors are set out in
the “Directors’ Report” of this annual report.

9.4 DUTIES AND POWERS OF THE

BOARD

The Board reports to the general meeting and is responsible
for implementation of resolutions of the general meeting.
The functions and powers of the Board are set out in the
Articles of Association, which include: to convene general
meetings, to implement the resolutions of the general
meeting, to decide on the business plans and investment
plans of the Company, to formulate the plans for annual
financial budgets and final accounts, profit distribution plans
and plans for the increase or reduction of the registered
capital, to decide on to appoint or remove the general
manager, the deputy general manager and other members
of senior management, to formulate the basic management
systems of the Company and to decide on the establishment
of the Company’s internal management organisation.
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9.5 CORPORATE GOVERNANCE

FUNCTIONS OF THE BOARD

The Board is responsible for formulating corporate
governance policies and fulfilling corporate governance
obligations, which include, among others: (1) to develop
and review the Company’s corporate governance system
and practices and to make recommendations accordingly;
(2) to review and monitor the training and continuous
professional development of Directors and senior
management; (3) to review and monitor the policies and
practices of the Company on compliance with legal and
regulatory requirements; (4) to review and supervise the
compliance of the Directors and employees of the Company
and its subsidiaries with the required standards as set out
in the Model Code; (5) to review the compliance with the
Corporate Governance Code of the Company and disclose
in the corporate governance report prepared in accordance
with requirements of the Listing Rules.

Before the publication of this annual report, the Board
reviewed the corporate governance report, and considered
that this part of the annual report meets the relevant
requirements of the Listing Rules.

9.6 DUTIES AND POWERS OF THE

MANAGEMENT

The Board has authorised the management to be in charge
of day-to-day business operation and management, and
the management is responsible for implementation of
resolutions of the Board and the day-to-day operation and
management of the Company. According to the Articles of
Association, the functions and powers of the management
include: to draft the business plans and investment plans of
the Company, to draft plans for the establishment of internal
management organisation, to draft basic management
system of the Company and to formulate specific rules of
the Company. The management team reports to the Board
on a regular basis and communicates with the Board when
necessary.

Annual Report 2022
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9.7 INDEPENDENT NON-EXECUTIVE

DIRECTORS

The Company complies with the requirement of the Listing
Rules, which states that there shall be at least three
independent non-executive Directors (accounting for at least
one third of the Board) and that at least one independent
non-executive Director has appropriate professional
qualification or expertise of accounting or relevant financial
management.

Each of independent non-executive Directors has entered
into the letter of appointment with the Company, with a term
of three years, but subject to retirement by rotation and re-
election in accordance with the Articles of Association.

The Company has received annual confirmation of
independence from each of independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules. The
Company is of the opinion that all independent non-
executive Directors are independent persons, and believes
that they are able to provide independent advice on the
business strategy, operating results and management of
the Company, therefore protecting the interests of the
Company and its Shareholders.

9.8 CHAIRMAN OF THE BOARD AND

GENERAL MANAGER

The duties of the chairman of the Board and the general
manager are separate and held by different persons, and
have been clearly defined in the Articles of Association.

The chairman of the Board is mainly responsible for the
overall operation of the Board, the Company’s strategies,
development plans, and the making of material decisions.
Executive Director Mr. Zhang Qi holds the post of chairman.
The general manager is responsible for the day-to-day
business management of the Company, and the post
is assumed by executive Director Mr. Liao Xingyue. The
chairman of the Board is elected by more than a half of
all Directors, and the general manager is nominated and
appointed by the Board.
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The chairman of the Board places great emphasis on the
communication with independent non-executive Directors
and meets with independent non-executive Directors at
least once a year in the absence of other Directors to
discuss about the Company’s development strategies,
corporate governance, and operation management.

The chairman of the Board encourages open and active
discussions. Directors may speak freely at the Board
meetings and actively participate in the discussions of
significant decision-makings of the Company.

9.9 NOMINATION, APPOINTMENT AND

REMOVAL OF DIRECTORS

According to the Articles of Association, Directors shall
be elected at the Shareholders’ general meeting for a
term of three years. At the expiry of a Director’s term, the
Director may stand for re-election and reappointment for
further term. Subject to the compliance of the relevant
laws and administrative regulations, the general meeting of
the Shareholders may dismiss by ordinary resolution any
Directors of whom the term of office has not expired (the
claim for compensation under any contracts shall however
be not affected).

The term of each independent non-executive Director is the
same as that of other Directors. At the expiration of their
terms, they may continue to serve if re-elected, but they
may not serve more than six years in succession.

The procedures for the appointment, re-election and
removal of Directors are set out in the Articles of Association.
The Nomination and Remuneration Committee of the Board
carefully considers the qualifications and experience of
director candidates and recommends them to the Board
for consideration. After the Board passes the nomination
resolution in relation to the candidate, it is proposed
to the general meeting to elect the relevant candidates
for approval. The new Directors and independent non-
executive Directors have the same term of office as the
other Directors of the Company. When the current Board
expires, the other members of the Board will take over the
re-election of the Shareholders’ meeting, and will not be
individually arranged to accept the Shareholders’ election at
the first general meeting after the appointment.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022

Chapter IX Corporate Governance Report continued)
%’TLE _IJ: E/El#&r:r

i%ﬁ&éﬁf*#ﬁﬁ%$m%L'ii¢§
D REBUNTESEEMESIESNE
ﬁTﬁﬁ | OBBARREREE - ARDA

g . <« **-—q :I:IEE/H’

EEREERAM  BERIWHXI  EFEESR
SR LEMNRE  RAREXORKREREELRR

7 ﬁqﬁﬁ °

I.9EENRBRESR

REARER  EFmRRAGESRLFER (£
Hi=F  EHERIERET - RRASEET
MEDERMITEOE R R EMRTIE T - AI A EER
AN EEREFEHERIBERERS (B
HERITITEEZREFTKETMANRLNE
ERERR)

ﬁl#ﬂﬁﬁ%%l?&ﬁ iR EMEEM
R EHERMEERNET  ERE E%ﬁTﬁ
HRBINF o

$Qﬁ§&~i“ rERZREENEFZHINA
AER EZSRAFHZESHERHREAN
BEREERGEREE  YAEFSHEBUAFE
B EERRBABBREANREAZRE M
“%K@E%ﬁﬁﬁ%@ﬁ F RRBERAEIR
FUE - MEEFRBUIFANTEFTEETHE
Tﬁ@é%ﬁﬂ'%*?§$eﬂﬁkﬁ&§
ETHMKE —HEIRRRGNHERE
EM%WKWEiﬁéWémhikgtEx
BRFER -



Chapter IX Corporate Governance Report continued)

FNE PEE RS @

9.10 BOARD DIVERSITY POLICY

Pursuant to Rule 13.92 of the Listing Rules, the Board has
adopted a board diversity policy. It sets out the ways to
achieve and maintain the diversity of the Board in order
to optimise the composition of the Board. The Company
recognises and embraces the benefits of diversity of Board
members, and the Company will ensure that the Board
strikes a balance of skills, experience and diversity of
perspectives appropriate to the needs of the Company’s
business. All Board appointments will continue to be made
on a merit basis, and selection of candidates will be based
on a range of diversity perspectives, including but not
limited to gender, age, cultural and educational background,
experience, skills, knowledge and office term. The decision
is ultimately based on the strengths of the personnel and
the contributions that can be made to the Board.

9.10.1 Gender

As of the date of this report, among the Board
members, there are 3 female members and 6 male
members, accounting for approximately 33.3% and
66.7% of the total number respectively. In the future,
we will continue to give due consideration to gender
in the identification and development of nominees on
the basis that there is at least one female member
in the Board. The Nominating Committee and the
Company’s Human Resources Center will also focus
on maintaining and enhancing the identification,
selection and cultivation of female talents with
high potential, and to nominate and recommend
competent and qualified candidates for directors
when needed.
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9.102 Age 9.10.2 FE S
As of the date of this report, among the Board HEANREAH  EFEREP  FRNT
members, there are one member aged 30 to 40, three 30E40mBIA  HMEBAEHMI11.11%
members aged 40 to 50, four members aged 50 to FERNT40E50A3A © HIELRAEK
60 and one member aged over 60, accounting for 33.83% ; FENTH50E605E4A + 414
approximately 11.11%, 33.33%, 44.45% and 11.11% HBABH44.45% + FIREBIBOORABIA » 4
of the total number respectively. HRABRI11.11% °
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9.10.3 Cultural and Educational Background 9103 XILRHFE
As of the date of this report, among the Board BEAREEH  EFEHEFR BEAAX
members, there are 3 members holding bachelor’s BARIBIA  4)1hH4E AEM33.33% ; 1B
degree, 4 members holding master’s degree and 2 THAIN @ BEBAERL44.45%  BLH2
members holding doctor’s degree, accounting for A BMERABH22.22% o

38.33%, 44.45% and 22.22% of the total number
respectively.

Cultural and Educational Background
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9.10.4 Major

As of the date of this report, among the Board
members, there are 2 members majoring in business
administration, 1 member majoring in public
administration, 1 member majoring in geological
engineering, 1 member majoring in economic
management, 1 member majoring in finance, 2
members majoring in law and 1 member majoring in
marine engineering, accounting for 22.22%, 11.11%,
11.11%, 11.11%, 11.11%, 22.22% and 11.11% of
the total number respectively.
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9.10.5 Management Experience

As of the date of this report, the Board members have
rich experience in wastewater treatment and tap water
supply services, municipal infrastructure planning,
investment, construction and management, corporate
management, financial management, teaching and
research, engineering, business, and finance and
accounting management.
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9.11 OPERATION OF THE BOARD

The Company has established mechanisms to ensure
independent views and input are available to the Board:

(ii)

All Directors express their views in an open and frank
manner at Board/committee meetings;

The Chairman holds meetings annually with the
independent non-executive Directors without the
presence of the executive Directors;

If any Director has an interest in a matter under
consideration, he/she shall recuse himself/herself
from the consideration and abstain from voting on
that matter;
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(ivy  The Nomination and Remuneration Committee
assesses the independence of the independent non-
executive Directors on an annual basis to confirm their
respective independence and their immediate family
members, so as to meet the requirements set out in
Rule 3.13 of the Listing Rules.

During the Reporting Period, all Directors exercised due
diligence, made independent judgment and always acted
prudently in the interests of the Company. The Board
reviews the implementation and effectiveness of the
mechanism annually.

Board meetings are divided into regular meetings and
extraordinary meetings. In accordance with the Corporate
Governance Code, Board meetings shall be held at least
four times per financial year. The meeting shall be convened
by the chairman of the Board. According to the Articles
of Association, Shareholders representing more than one
tenth of the voting rights, the Supervisory Committee, or the
chairman of the Board, more than one third of the Directors,
more than two independent non-executive Directors or
the general manager may propose the convening of an
extraordinary meeting of the Board, the chairman of the
Board shall convene the Board meeting within 10 days after
receiving the proposal.

The Board holds regular meetings and extraordinary
meetings. The office of the Board shall, fourteen days prior
to the regular meeting and five days before the extraordinary
meeting, send the written notice of the meeting sealed
by the office of the Board to all Directors, Supervisors,
the general manager and the secretary to the Board by
hand, by mail or by fax. If the notice is sent by non-direct
means, a confirmation should be obtained by telephone
and be recorded accordingly. If an interim meeting of the
Board needs to be held as soon as possible due to urgent
circumstances, a meeting notice may be given at any
time by telephone or other oral method, provided that the
convener gives an explanation thereof at the meeting and
the same is included in the meeting minutes.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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9.12 ATTENDANCE OF DIRECTORS MM EFHEEFEERERXEIER
AT BOARD MEETINGS AND THE

GENERAL MEETINGS

BEHA ARREZTSEAERTIREEZES
& EFHREEZNBRNOT

During the Reporting Period, the Board held 9 Board
meetings, and the attendance of Directors are as follow:

Meetings
attended/eligible

Name Position for attending Attendance rate
HE 2

;] L {id 1§ P g

Mr. Zhang Qi Executive Director and chairman of the Board 9/9 100%

SRR SR A WITEFRESFR

Mr. Liao Xingyue Executive Director and general manager 9/9 100%

BEMEt MITE FHRAALE

Ms. Huang Mei Executive Director (employee representative 8/8 100%
Director)

=gt HITESBIRKKES)

Mr. Chen Bing Non-executive Director 9/9 100%

BRESEAE FEHITEF

Ms. Xu Yan Non-executive Director 1/1 100%

R FEMITES

Mr. Xie Xin Non-executive Director 1/1 100%

Bl it FHITES

Mr. Yu Long Non-executive Director 8/8 100%

WIBESE A EMITES

Ms. Hu Fenfen Non-executive Director 8/8 100%

HESR L FEMITES

Ms. Ma Hua Independent non-executive Director 8/8 100%

B+ BIUFMTES

Mr. Gu Ming’an Independent non-executive Director 11 100%

ZHRTRE BIFNTES

Mr. Lin Bing Independent non-executive Director 1/1 100%

MEFE BUIFRITES

Mr. Cheng Hok Kai, Independent non-executive Director 1/1 100%

Frederick

EPBRREE B IFRITES

Mr. Fu Ji Independent non-executive Director 8/8 100%

BEES A BIUFNTES

Mr. Liang Youguo Independent non-executive Director 8/8 100%

RERELAE BIYFNTEF

2022F EHRE
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During the Reporting Period, the Company held 2 general WMEA - AR EBRAT2OARERE - EEH
meetings in total, and the attendance of Directors are as =0l /RZZDT g
follows:
Meetings
attended/eligible
Name Position for attending Attendance rate
HE 2
;] R FERE g
Mr. Zhang Qi Executive Director and chairman of the Board 2/2 100%
RIS HITESFRESFR
Mr. Liao Xingyue Executive Director and general manager 2/2 100%
EE2MEE HITESERAEKE
Ms. Huang Mei Executive Director (employee representative 11 100%
Director)
=g HITEF(BIRKES)
Mr. Chen Bing Non-executive Director 2/2 100%
BREESE A HERTES
Ms. Xu Yan Non-executive Director 11 100%
Rt FEHMITES
Mr. Xie Xin Non-executive Director 11 100%
RS FEMMITES
Mr. Yu Long Non-executive Director 11 100%
W BESE A FEHITES
Ms. Hu Fenfen Non-executive Director 11 100%
[z FEHMITES
Mr. Gu Ming’an Independent non-executive Director 11 100%
ERREE WY IERITESE
Mr. Lin Bing Independent non-executive Director 1/1 100%
T W IFRITES
Mr. Cheng Hok Kai, Independent non-executive Director 11 100%
Frederick
PR & BWIERITES
Ms. Ma Hua Independent non-executive Director 11 100%
B+ W IERITES
Mr. Fu Ji Independent non-executive Director 1/1 100%
BEEE W IERITES
Mr. Liang Youguo Independent non-executive Director 1/1 100%
REBSEE BWIIFMITES

Luzhou Xinglu Water (Group) Co., Ltd.

Annual Report 2022
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9.13 PROVISION AND USE OF I EFEDHRITHIRMRER

INFORMATION ABOUT THE BOARD
MEETING

The agenda of the regular meeting of the Board and the
relevant meeting documents shall be sent to all Directors
three days before the date of the meeting so that the
Directors can make a decision in the light of the relevant
information. All Directors have the right to access the
Board meeting documents and related information. The
information provided by the management shall be complete
and reliable. The Directors may make further inquiries if
needed, and the Board and individual Directors shall have
independent access to the senior management.

9.14 TRAINING OF DIRECTORS

The Directors are able to make appropriate contributions
to the Board by participating in the training programs to
improve and upgrade their own knowledge and skills.
During the Reporting Period, the Company arranged for
the Directors, Supervisors and relevant senior management
to attend the lecture on “Continuing Obligations for Listed
Companies” regarding directors’ integrity responsibility
and securities trading set out in the Listing Rules and
market misconducts and disclosure obligations in the
SFO chaired by the overseas lawyers of the Company,
thereby enhancing its management’s understanding on
the continuing obligations for listed companies. Directors
including Mr. Zhang Qi, Mr. Liao Xingyue, Mr. Chen Bing,
Mr. Yu Long, Ms. Hu Fenfen, Ms. Ma Hua, Mr. Fu Ji and
Mr. Liang Youguo have participated in such training and
provided relevant records to the Company.

9.15 COMMITTEES UNDER THE BOARD

The Board has delegated a number of functions to
corresponding committees. The Company has set up three
special Board committees, namely, the Strategy Committee,
the Nomination and Remuneration Committee and the Audit
Committee.

0.14 EFIE
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9.15.1 Strategy Committee 9.51 R ERE
The primary responsibilities of Strategy Committee BREESFEBRHEAQRKEEER
are to formulate the operation goals and long- REEERE  AXESHELEZE &
term development strategies of the Company, BETFEELETEFRE -

make proposals on major events and supervise the
— implementation of annual operating plans and

proposals.
During the Reporting Period, the Strategy Committee RBERARN  F_EESSBEETESHI
of the second session of the Board consists of an TEEFRESE  ERTEFRE LA LA
executive Director Mr. Zhang Qi, and non-executive BEL T - WAHRELERETEEKEEZS
Directors Mr. Chen Bing and Ms. Hu Fenfen, with Mr. EF o
Zhang Qi serving as the chairperson of the Strategy
Committee.
During the Reporting Period, the Strategy Committee RBERARN  F_EESSHHEETE AR
of the second session of the Board held one meeting, TT1REH BZTBBETHERARGF
considering and approving resolutions in relation to EREHE  FELLTE  FERMERE
the annual investment plan, the annual business plan, RAITIEREER ©
the annual financing plan and the implementation.
During the Reporting Period, attendance of members RBERARN - TEFZKEHFE AT
of the Committee is recorded as follows:
Meetings
attended/eligible
Name Position for attending Attendance rate
HE FE2hm
S B 6L EERE H e
Mr. Zhang Qi Executive Director and chairman of the 1/1 100%
Board
SRR SEAE HITEEREFR
Mr. Chen Bing Non-executive Director 1/1 100%
BRECSEAE FENITES
Ms. Hu Fenfen Non-executive Director 11 100%
WSt EHITESE
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During the Reporting Period, changes in the Strategy RMERARN - BREZESFFHBERAT
Committee are as follows:
Date of
appointment
(since the first
Name Position appointment) Changes
AR
b B (BERZ=EER) BFEHEHR
Mr. Zhang Qi Chairman of the Strategy March 2017 Appointed as the chairman in March
Committee 2022
SRR SE HREERTE 201743 A 2022F3 A BEIEREE
Mr. Chen Bing Member of the Strategy March 2017 Retired as the chairman and appointed
Committee as member in March 2022
BREFEHE HREEEEE 201743 A 2022F3ARELTEAREZEREE
Mr. Lin Bing Member of the Strategy March 2017 Retired as member in March 2022
Committee
MEFE HKEEEEE 201743 A 20223 ARAEZE
Ms. Hu Fenfen Member of the Strategy March 2022 Appointed as member in March 2022
Committee
[EC e BRREZEEZE 202243 A 20223 ABEEIERESR
9.152 Nomination and Remuneration s REFHEAE

Committee

The primary responsibilities of the Nomination
and Remuneration Committee are to make
recommendations to the Board on the appointment
and removal of the directors and senior management
of the Company, establish remuneration policies for the
overall remuneration policy and structure of directors
and senior management and for the establishment
of formal and transparent procedures, provide
recommendations to the Board, review the corporate
policies and objectives set by the Board and approve
management’s compensation proposals, assess the
performance of executive directors and approve the
terms of service contract of executive directors and
provide recommendations to the Board on employee
benefit arrangements, provide recommendations to
Board on the remuneration packages of individual
executive directors and senior management as well as
review and approve matters relating to share schemes
under Chapter 17 of the Listing Rules.

2022F EHE

REAFHNEEGNTIERER/IEZERER
EEkRREEENESSRTERES
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During the Reporting Period, the Nomination and
Remuneration Committee of the second session of
the Board consists of Ms. Ma Hua, an independent
non-executive Director, Mr. Yu Long, a non-executive
Director and Mr. Liang Youguo, an independent non-
executive Director, with Ms. Ma Hua, serving as the
chairperson of the committee.

During the Reporting Period, the Nomination and
Remuneration Committee held four meetings in total,
considering and approving the resolutions in relation
to the independence of independent non-executive
Directors, organised discussions on the Company’s
policy on remuneration of Directors, Supervisors and
senior management and the structure of the Board of
Directors, the Company’s remuneration management
system and enhancement proposals, and the
candidates for members of the second session of the
Board.

During the Reporting Period, attendance of members
of the Committee is recorded as follows:

Chapter IX Corporate Governance Report continued)
%ﬂﬁ _IJ: E/m#&m

RBERR E_REESRLAFMNEZES
BBV FRTESHELL  FRITESE
BRAERBIYIFRTESRABLE I H
SHZTEIRAFMNEZE SR

>F

RBERHA - REFMEEGHBIT TR
B FERUBBTHUFNTEEHY
- EBARTARRESE  BEERERE
BEABHFMERIEETSRE  RAFHME
EHERBETR  F_REEFERERE

P
TR °

F

}?

i

RBERA - TEGZREHFRENT :

Meetings
attended/eligible

Name Position for attending Attendance rate
HE FEZn
£ B 6L FERM HiEsE
Ms. Ma Hua Independent non-executive Director 3/3 100%
Bt B IFMITES
Mr. Yu Long Non-executive Director 3/3 100%
WiBESE A FHITESE
Mr. Liang Youguo Independent non-executive Director 3/3 100%
REE %L B IERITES
Mr. Zhang Qi Executive Director and chairman of the 11 100%
Board
SRR S A BITEEREER
Mr. Gu Ming’an Independent non-executive Director 11 100%
ERTEE B IEMITES
Mr. Cheng Hok Kai, Independent non-executive Director 1/1 100%
Frederick
EEREE W IFMITES

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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During the Reporting Period, changes in the

Nomination and Remuneration Committee are as

Chapter IX Corporate Governance Report continued)

BNE

REESHN REFHEESLSDERM
T~

follows:
Date of
appointment
(since the first
Name Position appointment) Changes
Z={EHH
] % 6L (BERE=FER) SHFEHR
Mr. Gu Ming’an Chairman of the Nomination March 2017 Retired as the chairman in March 2022
and Remuneration
ERREE REFMZES LR 20174 3A 2022F3 ARMEEE
Ms. Ma Hua Chairman of the Nomination March 2022 Appointed as the chairman in March
and Remuneration 2022
St REFMEZESTRE 202234 20223 AR EREE
Mr. Zhang Qi Member of the Nomination March 2017 Retired as member in March 2022
and Remuneration
Committee
SR S5 A REFHEEEES 201743 A 202253 ARAEZE
Mr. Cheng Hok Kai, Member of the Nomination March 2017 Retired as member in March 2022
Frederick and Remuneration
Committee
WERELE REFMEZESEER 20174F3 A 20223 HRMERE
Mr. Yu Long Member of the Nomination March 2022 Appointed as member in March 2022
and Remuneration
Committee
BESE A REFWNEESEE 20223 A 20223 R EEEEREER
Mr. Liang Youguo Member of the Nomination March 2022 Appointed as member in March 2022
and Remuneration
Committee
2HEB %A REFMEESZE 202243 A 20223 REEEREREZE
9.153 Audit Committee 0153 WAt ER®

The primary responsibilities of the Audit Committee

are to supervise our internal control, risk management,

financial information disclosure and financial reporting

matters.

2022F EHE

BT REENEIZREAEERMNAZE
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o
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During the Reporting Period, the Audit Committee
of the second session of the Board consists of
three independent non-executive Directors, namely
Mr. Fu Ji (certified public accountant), Ms. Ma Hua
and Mr. Liang Youguo, with Mr. Fu Ji serving as
the chairperson of the committee. They have the
appropriate professional qualifications or relevant
financial management expertise as required under
Rules 3.10(2) and 3.21 of the Listing Rules.

During the Reporting Period, the Audit Committee
of the second session of the Board held 4 meetings,
in which, the Auditor’s Report for 2021, the Interim
Review Plan for 2022 and the Review Report were
heard; and the Auditor’s Report, Annual Results, the
Annual Report for 2021, Auditor’s Interim Report,
the Interim Consolidated Financial Statements, the
Interim Results announcement and the Interim Report
for 2022, the Company’s Risk Management and the
Internal Control Report were considered and adopted,
concerns about possible improprieties in financial
reporting, internal control or other matters were raised,
the audit work during the Reporting Period, change of
auditor and audit plan for 2022 were arranged.

During the Reporting Period, attendance of members
of the Committee is recorded as follows:

Chapter IX Corporate Governance Report (continued)
gﬁjlﬁi Lt E/ﬂ#&m,A

RIBEHR  F_EESEENFEZECHB
VIEMTERBELLE  FELLIRRE
BUSCAEMEAK - MR BB A GEf & RTAT) &
AERAZESERE  BEABECEMHRAIDE
A0 EMEI 2K ERNBEEFEER
SR BEREER -

RBEEN  FoEESERTEESHA
TT4REE BN T REAMER2021FE
B THEBRMRE - 2022F P HEM T1E
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RBERA - TEEZKEHFRENT ¢

Meetings
attended/eligible

Name Position for attending Attendance rate
HE 2

L B I -4 P s
Mr. Fu Ji Independent non-executive Director 4/4 100%
BEESE B IERITES

Ms. Ma Hua Independent non-executive Director 4/4 100%
BEr+ B IEMITESE

Mr. Liang Youguo Independent non-executive Director 4/4 100%

REBSTE BIFATES

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022



During the Reporting Period, changes in the Audit

Committee are as follows:

Date of
appointment

(since the first

Chapter IX Corporate Governance Report continued)
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Name Position appointment) Changes
=EEH
] B I (BEXRZEER) SBEHER
Mr. Cheng Hok Kai, Chairman of the Audit March 2017 Retired as the chairman in March 2022
Frederick Committee

EBRRE A B RERLE 201743 A 20223 RMELE

Mr. Fu Ji Chairman of the Audit March 2022 Appointed as the chairman in March
Committee 2022

mEEEL BT REREE 202243 A 2022F3ABEIEREE

Mr. Xie Xin Member of the Audit September 2017 Retired as member in March 2022
Committee

IR E EiTEEEZE 201749 A 20223 ARERE

Mr. Gu Ming’an Member of the Audit March 2017 Retired as member in March 2022
Committee

FERALEE BETRBEEZXE 201743 A 20223 HRERE

Ms. Ma Hua Member of the Audit March 2022 Appointed as member in March 2022
Committee

St ETEEEZE 202243 A 20223 ABERIERES

Mr. Liang Youguo Member of the Audit March 2022 Appointed as member in March 2022
Committee

REREE B EEERE 202243 A 2022F3AEEIERES

9.16 REMUNERATION OF DIRECTORS .16 EERSREE A RAFEH

AND SENIOR MANAGEMENT

The Company has established formal and transparent
procedures for the formulation of the remuneration policy
for the senior management of the Group. Details of the
remuneration of Directors during the Reporting Period
are set out in Note 11(2).6 to the consolidated financial
statements.

2022F EHRE

ARFCHHTARERREEA BN H MR
BYEAMABHENER - REPARESRH
M FBER A HMBERERMET—(2) ~6°

EM T EEKTE (RE) ROBERQE

129



130

_J_J_\ //-\—l\—\

JJ: E/H#&m E)

In accordance with Code Provision E.1.5 of the Corporate
Governance Code, the following table sets out the
remuneration paid to senior management of the Company
(excluding Directors) categorised by range during the
Reporting Period in this annual report:

Chapter IX Corporate Governance Report continued)

BNE

RIBECEBRTRNREEAb1& - TRHETINH
SHAREREN XN TARBASREREAR (T
BRER)NHH -

Remuneration range FEER Number of persons
(RMB’000) (AR%FT) A8
600-700 600-700 2
500-600 500-600 S
400-500 400-500 0
300-400 300-400 0
200-300 200-300 0
Below 100 1004~ 0

9.17 DIRECTORS’ RESPONSIBILITY FOR

THE FINANCIAL STATEMENTS

The Company has not encountered with any significant and
uncertain events and circumstances that might produce
significant doubts on the Company’s capability to operate as
a going concern. The Directors confirm that they are aware
of the responsibility for the preparation of the consolidated
financial statements of the Company for the year ended 31
December 2022.

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

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

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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9.18 RIGHTS OF SHAREHOLDERS

According to the Articles of Association, two or
more Shareholders who collectively hold more than
10% (inclusive) of the voting Shares at the proposed
extraordinary general meeting or Shareholders’ class
meeting have the right to require the Board to convene
an extraordinary general meeting or Shareholders’ class
meeting in accordance with the following procedures:

(1) They sign one or more written requests of the same
format and content to propose the Board to convene
a Shareholders’ class meeting and clarify the subject
matter of the meeting. The Board shall convene a
Shareholders’ class meeting as soon as possible
after receiving the aforesaid written request. The
percentage of shares mentioned above is calculated
on the basis of the number of Shares on the date of
the written request from the Shareholders.

(2) If the Board has not issued a notice of convening
a meeting within thirty days after receipt of the
foregoing written request, the Shareholder who makes
the request may, on its own, convene the meeting
within four months of the receipt of the request by the
Board. The related procedures for convening shall be
as close as possible to that of the Board.

Shareholders have the right to submit extempore motions
to the general meeting. According to the Articles of
Association, when a general meeting is convened by the
Company, Shareholders who individually or collectively hold
more than 3% (inclusive) of voting shares of the Company
shall be entitled to propose extempore motions to the
Company in writing 10 days before the date of the general
meeting. The content of the extempore motions shall fall
within the terms of reference of the general meeting. The
convenor shall issue a supplementary notice of the general
meeting within two days of receipt of the motions and
submit the extempore motions to the general meeting for
consideration.

9.18 BX RAYIEF
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Shareholders have the right to put inquiries. The Company
now lists the following communication information to
facilitate inquiries on matters about which Shareholders are
concerned, and the Company will respond to these inquiries
in an appropriate way and in a timely manner:

Address: No. 16, Baizi Road, Jiangyang District, Luzhou
Sichuan Province, the PRC

Telephone number: +86 830 3194768

Company website: www.lzss.com

E-mail address: |zxlwaterstock@Izss.com

For the avoidance of doubt, Shareholder(s) must deposit

and send the original duly signed written request, notice

or statement, or enquiry (as the case may be) to the above

address and provide its (their) full name(s), contact detail(s)

and identification(s) for the Company to reply. Shareholders’

information may be disclosed as required by the law.

9.199 COMMUNICATION WITH

SHAREHOLDERS AND INVESTORS/
INVESTOR RELATIONS

The Company believes that it is vital to maintain effective
communication with the Shareholders as a way to promote
investor relations and deepen the investors’ understanding
on the Group’s business performance and strategy. The
Company also understands the importance of maintaining
the transparency of and providing timely disclosure of the
Company’s information, which will enable the Shareholders
and investors to make the best investment decisions.

The Group’s investor relations efforts in 2022 were led and
supported by the Board and the operating management
through the Group’s published telephone, website and
email addresses.

The Board has reviewed and concluded that the Company’s
shareholder communication policy was implemented and
effective for the Reporting Period.

The general meeting of the Company provides a platform for
direct dialogue between the Board and the Shareholders.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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9.20 RISK MANAGEMENT AND

INTERNAL CONTROL

The Board believes that it is its responsibility to develop,
maintain and evaluate a sound and effective risk
management and internal control system. The Group has
established an enterprise risk management structure to
effectively implement risk management and internal control.

The Company’s risk management and internal control
systems are designed to manage, rather than eliminate the
risk of failure to achieve business objectives, and may only
make reasonable, but not absolute assurances that there
will be no material misstatement or losses.

Effective risk management exists at all levels of the Group.
The Group’s risk management structure includes the Board,
the audit committee, the management, the internal audit
department and employees. The Board is responsible for
the risk management and internal control systems and
is responsible for maintaining the effectiveness of these
systems to protect Shareholders’ investments and the
Company’s assets.

The Board also reviews the effectiveness of the Company’s
finance, compliance, risk management and internal controls
through the Audit Committee, including the adequacy of
the Company’s resources and the staff qualifications and
experience in the accounting and financial internal audit
functions, and the training courses accepted by staff and
the budget and environmental, social and governance risks.

Employees in different business units shall identify
and manage risks in their daily operations, while the
management is responsible for identifying and assessing
risks and formulating appropriate measures at the policy
level.

The internal audit department is the most important
department of risk management and internal control,
which is guided by problems and risks and implements
internal audit supervision, and tracks the implementation of
rectification of problems found in audits.
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9.21
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Risk management procedures include defining risk
coverage, identifying risks, assessing identified risks,
developing relevant measures to mitigate risks, reviewing
implementation and changes, and continually improving. The
Company also establishes internal and third-party inspection
procedures using the quality management system to
identify, assess and manage significant risks through annual
review of processes, systems implementation and staffing
in the Company’s operations, finance and production
processes and review the effectiveness of risk management
and internal control systems through third-party inspections
to effectively control the risks within the effective range.

The Board conducts a review on the effectiveness of the
Company’s risk management and internal control systems
at least once annually. The internal audit department has
conducted an independent review of the Company’s 2022
annual risk management and internal control systems to
assess its effectiveness. The report of the internal control
review has been submitted to the Audit Committee for
confirmation.

The Company has formulated an inside information policy,
pursuant to which, the Company shall conduct a review at
least once a year to ensure the policy complied with the
latest regulatory requirements. According to this policy,
the Group shall disclose inside information to the public as
soon as reasonably practicable, unless such information
is within the scope of safe harbor as provided in the SFO.
The Group will ensure that it will keep relevant information
strictly confidential before fully disclosing such information
to the public.

AUDITOR AND REMUNERATION OF
AUDITOR

A statement by the auditor of the Company regarding
its reporting obligations under the consolidated financial
statements is set out in the “Independent Auditor’s Report”
of this annual report.
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The following table sets out the remuneration paid/payable

to the Company’s auditor during the Reporting Period:

Annual auditor

TREFIABEBAZN BN TAR BB
RN -

Interim financial

Auditor services review services Others Total costs
(RMB’000)
% BED F B 4% BB IR 75 FR A 1 35 # B R 75 Hith BHESH
(AR#® FT)
ShineWing
&Ko Al 2,060 450 0 2,510
9.22 AMENDMENTS TO THE ARTICLES 9.2 AFEREMEN

OF ASSOCIATION

The Company did not amend its Articles of Association
during the Reporting Period.

9.23 TRAININGS FOR COMPANY
SECRETARY

During the Reporting Period, Mr. Chen Yongzhong was the
company secretary of the Company. Mr. Chen participated
in training not less than 15 hours during the Reporting
Period to ensure compliance with Rule 3.29 of the Listing
Rules.

9.24 REGULATORY REVIEW

The Company was not subject to material administrative
penalties for violating national administrative regulations
during the Reporting Period.

9.25 LITIGATION AND ARBITRATION

Details of litigation of the Group are set out in the “Directors’
Report” of this annual report.

RBEMA - ARBRETRAAER

9.23 2 E i EaYIEAN

RBERA - BKBEEREARRNRAME °
REERBERRBLMT T LR15/0EKHIE
BAEXE - AEENTE EMARAES.29FMNAR
T o

924 EEMMIEE

ARBRBERARRERBRITBOERMZE
BATTHBURE] °

9.25 &ff 5% B {h &

BEHRA - AEEERRRENAEFRNEES
HmEIA -

2022F iR EMTEEKE (K@) ROGERAF

135



136

Chapter X Environmental, Social and Governance Report
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ABOUT THE ESG REPORT
Organization scope:

The report includes Luzhou Xinglu Water (Group) Co., Ltd. (the
“Company”) and its subsidiaries (combined as the “Group” or
“we”), including Luzhou Xinglu Wastewater Treatment Co., Ltd.
(“Xinglu Wastewater Treatment”), etc. have no major changes
from previous years. For ease of expression, “The Company”
and “we” in the report also refer to the Group.

Report Period:

This report is an annual report, and the report time range is from
1 January 2022 to 31 December 2022. Some contents may
exceed the above time range due to elaboration.

Preparation Basis:

This report complies with the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (“Listing
Rules”) appendix 27 Environmental, Social and Governance
Reporting Guidelines (“ESG”), prepared with reference to the
requirements of standards such as the Sustainability Reporting
Standards (GRI Standards) issued by the Global Reporting
Initiative.

About the information:

The monetary amounts involved in the report are measured in
Renminbi (RMB), unless otherwise specified.

Method of publishment:

The report is released in the form of an online version, and the
language of the report is traditional Chinese and English. The
online version is available on The Stock Exchange of Hong
Kong Limited (“HKEX”) website (www.hkexnews.hk) and the
Company’s website (www.lzss.com) for reference.
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Chapter X Environmental, Social and Governance Report (continued)

BTE

BOARD ESG STATEMENT

The board (the “Board”) of directors (“Directors”) of the Group
attaches great importance to the ESG-related work of the Group.
The Board assumes full responsibility for ESG strategies and
reports, and is responsible for assessing and determining the
ESG risks of the Group, and ensure that the Group has established
appropriate and effective ESG risk management and internal
control systems. This report discloses in detail the progress
and effectiveness of the Group’s ESG work in 2022, and was
reviewed and approved by the Board on 30 March 2023. The
Board and all directors guarantee that there are no false records,
misleading statements or major omissions in this report, and
assume individual and joint responsibility for the authenticity,
accuracy and completeness of its content.

In order to improve the level of ESG governance, we have
established an ESG management system in which the Board has
the highest responsible and decision-maker for ESG matters, the
Board is responsible for reviewing and approving the resolution
of the annual environmental, social and governance report; the
process for identifying, assessing and managing material ESG-
related issues, including risks to the Company’s business; and
developing strategies around the risk reduction of environmental
impact, products and services, employees, procurement, etc. We
integrate ESG-related work into the Group’s daily operations and
establish an ESG working Group, clarifying the implementation
of ESG management and target responsibilities, and assign full-
time personnel to carry out ESG-related affairs communication,
data collection and report preparation, etc. At the annual board
meeting, the management proposes and reports proposals
on ESG reporting, which are reviewed by all directors and

SUpervisors.

Based on the external environment and the Group’s development
strategy, the Group communicated and investigated stakeholders
during the reporting period and received a number of feedback
and suggestions. Under the leadership of the Board, we assess
the materiality of these issues, and then identify key ESG issues,
so as to clarify the focus of future work.
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Chapter X Environmental, Social and Governance Report (continued)

FTE

In 2023, the Group will focus on reviewing and supervising the
implementation of ESG issues such as the proposal on reviewing
the 2022 annual report on safety, environmental protection and
occupational health, and the proposal on reviewing corporate
governance functions.

We have recognized the opportunities and challenges brought
by the trend of green, safe and sustainable development to
the industry and the Group’s operations. In the future, we will
continue to adjust the sustainable development management
strategy and promotion method according to the expectations
of stakeholders and the actual operation of the Group, so as to
continuously improve the level of sustainable development.

ESG management
ESG management structure

The Group has consistently adhered to the concept of sustainable
development and implemented ESG management practices.
For a long time, the Group has continuously improved ESG
management and established an ESG management mechanism
linked from top to bottom, actively communicating with
stakeholders, carrying out key management on ESG material
issues of concern to all parties, and continuously improving the
effectiveness of sustainable development.

The Board of the Group attaches great importance to the Group’s
work related to environment, society and governance. In order
to promote ESG-related work, the Group established an ESG
working group to clarify the responsibilities of ESG management
and target implementation, and full-time staff are responsible for
ESG-related affairs communication, data collection and report
preparation, including assessing and determining the Group’s
environmental, social and governance risks to ensure that
the Group has established effective environmental, social and
governance risk management and internal monitoring systems.
Regularly review the performance of the Group, review the
disclosure information in the Group’s environmental, social and
governance report, and report to the Executive Committee on a
regular basis.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Chapter X Environmental, Social and Governance Report (continued)

BTE

The Strategy Committee formulates the Group’s business
objectives and long-term development strategies, makes
recommendations for major issues, and supervises the
implementation of annual business plans and proposals. The
main duties of the nomination and remuneration committee are
to provide recommendations to the Board on the appointment
and removal of directors and senior management, formulate
and review the remuneration policy and structure of directors
and senior management, and provide recommendations to the
Board on employee benefit arrangements. The primary duties
of the Audit Committee are to oversee our internal control, risk
management, financial information disclosure and financial
reporting matters.

ESG Reporting Principles

Materiality: The materiality of our ESG matters is to be
determined by the Board, the process of communicating with
stakeholders and identifying material issues and the matrix of
material issues are disclosed in this report.

Quantitative: The statistical standards, methods, assumptions
and/or calculation tools of the quantitative key performance
indicators in this report, as well as the sources of conversion
factors, are explained in the report interpretation.

Balance: This report presents the Group’s performance during
the reporting period in an unbiased manner, avoiding choices,
omissions or presentation formats that may inappropriately affect
the decision-making or judgment of the report readers.

Consistency: The statistical methods used in the information
disclosed in this report are maintained consistent.
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Chapter X Environmental, Social and Governance Report (continued)

BTE B e REA

Stakeholder communications

We understand the importance of interaction and communication
with stakeholders, and maintaining an open and continuous
dialogue with stakeholders and responding to their concerns
are the Group’s top priority. Therefore, the Group continues
to maintain communication with stakeholders, establishes
diversified communication channels, and continuously listens to
the expectations and demands of stakeholders, and responds to
the opinions of stakeholders in a timely manner, deepening the
participation of stakeholders in the Group’s ESG management,
performing social responsibilities while operating in accordance
with laws and regulations, and creating value for stakeholders.
From the perspective of sustainable development, we sorted out
and formed a communication table with stakeholders to provide
a basis for the identification of material issues of the Group,
so as to improve the sustainable development performance of
the Group in a targeted manner and effectively respond to the
expectations of all parties.

Stakeholders
FIRHERS

Issues focused

RS

Communication channel
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A @

I 75 BE
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Response measures

[0 i 4%

Shareholders and e Continue to create value return °

Shareholders meeting °

Stable operations

Investors e Corporate governance and risk e Regular disclosure of * Timely and effective
management investor communication information disclosure
e Exercise the right to know and meetings * |nvestment management
participate in decision-making e Results conference
e ESG responsibility concept e Telephone conference
e ESG responsibility governance
framework

e Board of Directors statement
Board engagement responsibility

management
IREREKE E o FHHEAIEEERR o BREX® o IBRKLE
o (PEEREMRER o THIREREEEBBER o KEGREAEE
o (TGRS EREE o REBTME o REEM
o ESGEMEER e THE®

* ESGEMEERRE
s EXERPEFESHEATER
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Stakeholders

Issues focused

Communication channel

Response measures

FRERS B E wEEE ElfEE
Government e Compliance operation e Daily communication e Compliance management
e Paying taxes according to law e Information bulletin e | aw-abiding
e Anti-corruption management e On-site visit e Pay taxes according to law
e Energy saving e Government-enterprise e Technological innovation
e Support economic development cooperation
e Government censorship
[12/53 e AMED e HEESR s ARER
o ORI o BAREH o HELEE
e REF/ER o MIHER o HIEMAT
o HigE[ERE o HMiAETE o RHZEIR
o XREER o HFEE
Customers e Product quality and service e Daily service e Quality control
e Protection of consumer rights and communication e Technological innovation
interests e Portal website, WeChat
e Customer satisfaction official account, etc.
e Customer service hotline
e Customer symposium
e Satisfaction survey
S o EmmE KRR o ARRBES o MEEH
o HEEZERRE o FIFE@Y WMEARKE o mimel
s BFEWEE o EPRBEE
o HPE#HE
s WMEERE
Employees e Equal and diverse employment e |abor contract e Equal employment
e Reasonable salary and benefits e Employee activities e Diversity recruitment
e Smooth development pipeline e Workers congress e Career advancement
e Safe and healthy work e Email, website and other channel
environment communication platforms e Education system
e Prevention of child labor and e Occupational health
forced labor management
e Employee satisfaction e Employee care activities
e COVID-19 employee health
protection
BT e % ZltER o ZEaM e TE%ER
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Stakeholders
FIRHERS

Issues focused

LET L

Communication channel

REEE

Response measures

[0 P 4

Suppliers and

Transparent procurement

e QOpen tender

e Supply chain responsibility

partners e Mutual benefits e Project cooperation management

e Commitment e Partner conference e Sunshine procurement
e Supply chain risk management e Supplier site visit e Green procurement
e Green procurement e Online service platform

HEBLEERF o BHRE o RNHERE o HEEEEER
o A e IHBAE o [SIRAE
o [ESTHGE o HERHARE o RERE
o fHEEZEEREIR o HEMEES
o KREIME o BRIERBTA

Community e Community charity e Charitable activities e Volunteer service
e Rural revitalization e Community services e Charity activities
e \/oluntary activities

Gl e HERAZ o N EE o FERRERS
o PRAHR R o HERRK s REHAEEH
o EREE

Environment

R

Lowering emissions
Saving energy use

Environment and natural resource

protection
Environmental compliance

Setting up of environmental

targets
Facing climate change

B R BEIR
ER#IREIR1E A
RIERRANERRE
RIRAH
RIRBARRAL

FE SRR

e Environmental impact
assessment

e Environmental information
disclosure

e Project and environmental
impact public survey

e Environmental protection
public welfare activities

e Communication
with environmental
organizations

o REFENMG

o RIFEFMWE
s ERERBYENTHE

. BRAWEH
. EBREMOER

e Establish an environmental
management system

e Emission management

e Efficient use of resources

e Minimize environmental
impact

s BURREEREXR
o HEMmEIRE
o BREMAA

s R/IMLIRERE
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Chapter X Environmental, Social and Govemance Report continued)
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Identification of materiality Issues

The Group refers to Appendix 27 “Environmental, Social and
Governance (ESG) Reporting Guidelines” and international
Standards of the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited, based on the actual
business operation and development planning, combined with
feedback from various stakeholders and external expert opinions,
extensively referring to the industry’s leading practices and
industry hotspots, sorted out the concerns of the mainstream
ratings of the capital market on the industry in which the Group
operates, and constructed the ESG report substantive issues
database. During the year, the ESG working group of the Group
took the lead in conducting interviews with a wide range of
internal stakeholder groups, and combined with questionnaire
surveys, stakeholders are sincerely invited to rate the 38 ESG
issues in the issue bank, and evaluated from the two dimensions
of “importance to stakeholders” and “importance to business
management”, sorted out the substantive topic matrix of this
report. The matrix presents the materiality of issues into two

levels: very important and important.

Xinglu Water’s 2022 ESG Report Substantial Issues
Assessment Process

01 ESG issue identification and confirmation

° Comprehensively sort out the key points of the Group’s
sustainable development work and feedback from various
stakeholders, benchmark industry hotspots and leading
practices, and delineate the scope of topics;

° With reference to the ESG rating assessment elements in
the capital market, combined with the relevant standards
and objectives of sustainable development management,
identify the industry’s focus in the field of sustainable
development.

IBIE 8 REARE ¢

BEEREBERS

AEF2R(BEEBERSMBER A B ES ETARRD M
o7 (GR% - Z‘i@&ﬁ'/é(ESG)#ﬁi?E 5) MBI B AR ZE -
EREBELERRERRAS S5 NEHEEI DR
EOIBEREBR @ Bz2EREALERETER -
MEEATSERIREEBAETENRIREER
TESGi& BEEMEERE - NFE - AEBEESGTIE/)

ERE R FEZH A RN E R 0 B R R A 0 A
éFmﬁ%E@ﬁﬁE’\]ﬁﬁt © BB AERE 77 1 R P B8TRES G
RETH D HIEN AR NEZE I MEREE
EMEZN | MEEZETHG  MELARENEES
HEREE  EREERENEIUEZRANTERE &
ZMEZAR

WiEKIB2022FEESGH E R A MG RE

01 ESGHk ik BIFnrE:R

s EREMBEAREURHEZRRTHEEIHEESN DA

MoMOE  HERTERAMEELER  BES
REEE[E
o ZEZEAMBESGHANMEER  BETHEHE

REZBBEEEMBR
RIEHBEER

HMAITTREARFBEER

2022F E e JEM T EIEA (RE) RBERA A

143



144

Chapter X Environmental, Social and Governance Report (continued)
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02 Stakeholder communication and research

o Conduct stakeholder interviews to collect feedback
and suggestions from stakeholders on our sustainable
development practices, as well as their views on future
sustainable development strategies;

o Compiled an online survey questionnaire for the assessment
of ESG materiality issues, and invited stakeholders to rate
the materiality of corresponding ESG issues.

03 Assessment of materiality Issues

° According to the results of stakeholder survey
questionnaires, combined with the development of the
Company, from the two dimensions of “importance to
stakeholders” and “importance to business management”,
carrying out materiality issue assessment, sorting the
materiality of each ESG issue according to the score, and
generating a matrix.

This year, the Group paid more attention to the following ESG
issues: compliance management, corporate governance and risk
management, reduction and recycling of waste, environmental
compliance, ecological environment and natural environment
protection, employee management, supplier management, win-
win cooperation, stable and efficient water services, customer
satisfaction, consumer rights protection, continuously creating
value returns, supporting the development of operating sites, anti-
corruption supervision and management, anti-corruption training,

rural revitalization, social welfare, and community building.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Chapter X
BTE

1 Environmental compliance

1IRIBEH

5 Noise management

5 RFEIR

15 Ecological environment
and natural environment
protection

15 £RRIRIE R BRIRIBIRE

19 Salary and benefits

19 B A& A
23 Employee rights protection

23 B T = RE

28 Operational compliance

28 BBEH

33 Green procurement

33 MR EIRE

38 Protection of consumer
rights and interests

38 HEEEERE

42 Anti-corruption supervision
and management

42 RESERER

Xinglu Water’s 2022 ESG Report Substantial Topics List

REKFH2022FESGHER R ERBEINR

Very important

FRER

2 Exhaust gas management

2 ERERE

6 Greenhouse gas
emissions

BER BN

16 Facing climate change

16 fEH RIRE (L
20 Working hours and
holidays

20 TFR B R H

25 Employee care

25 ETHE

29 Open and fair
procurement

PAS/NNS ST
35 Customer service quality
3B EFRBRE

39 Protect intellectual
property rights

39 RSB B ERE

43 Anti-corruption training

43 REFIEFI

3 Environmental goals
established

3 IRIR BB

9 Water resources use

9 KB JRIE
17 Prevention and handling of
environmental accidents

17 RIFFNTED) KRR
21 Diversity and equal
opportunity

21 ZL LTSRS

26 Training and development

26 9l E R

30 Mutual benefits

30 A1EHm
36 Customer privacy protection
36 BB RE

40 Continue to create value
return

40 FrERIEEEDR

2022F E &

Environmental, Social and Governance Report continued)
mye v BRSO .
IRIE - T MERWmE®

4 Sewage management

4 BEKER

13 Use of raw materials and
packaging materials

13 R # B RV EHE R

18 Employment compliance

18 EBA R

22 Occupational health and
safety

22 BERERAZE

27 Prevention of child labor
and forced labor

27 B IEE T R8T

32 Supply chain risk
management

32 ftEEE R TR

37 Customer satisfaction

37 BPWEE

41 Support the development
of operations

M TFERMER

EM T EEKTE (RE) ROBERQE
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Chapter X Environmental, Social and Governance Report (continued)
ETE RiE - e MNElamE @

Important
EE

7 Reduce and recycle waste 8 Efficient use of energy 10 Green office 11 Green energy project

and resources
7 BT B A EE ) 8 BB IRA A A 10 FEWMAE 11 A ERERIAR
12 Green building 14 Soil pollution 24 Employee satisfaction 31 Supply chain assessment

management

12 FRE R 14 LIRISRERE 24 BImEE 31 HEEEZ
34 Stable and efficient service 44 Rural revitalization 45 Social welfare 46 Community building
34 IBTE = A AR 44 BBHS 4w 45 HEAH 46 t[EER

Xinglu Water’s 2022 ESG Report Materiality Topics Matrix
RBK#2022FESGHRERE BB IERE

5
e °

Medium
A

Significance to stakeholders
HIFNENSENE

®
B %N
@

Low
[lis
®

& @ @

Low Medium High
1K T =
Significance to the Group's business
HEBHEEE

In the future, we will continue to pay attention to various KK @ HMIFESFEHEBEERSFFEBR L THEX
stakeholders, constantly review and update important issues, W ENEEHE @ Wt MEUHKARERELEEE
and we planned to expand the scale of research on the basis of  ME:ERERT (A FIZSAE B8 7 E 8 I ARFFMRE - AFE 0
the original stakeholders involved in the evaluation of substantive 2 * A MBEEZ HFFK - AEELEHIRE g
issues when the conditions are ripe. With a more comprehensive  ‘&38 T{EMFIRIRHIESI MM °

and full understanding of the appeals of multiple parties, it

provides guidance and direction for the development of corporate

operations, environmental and social governance.

Luzhou Xinglu Water (Group) Co., Ltd.  Annual Report 2022



Chapter X Environmental, Social and Governance Report (continued)
ETE RE g MELRTHE®

STANDARD-BASED, PERFECT
SERVICE

The Group adheres to the core values of “Innovation and
Excellence, Human-Water Harmony”, and is committed to
adopting strict product quality and service management systems,
continuously improves the quality of the Group’s products and
services, actively undertakes social responsibilities, and provides
citizens with high-quality, safe and secure tap water.

RELT  REES

AEERFRATAF M - AKMFIWROEES
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Case study: Awarded pennant for excellent management and continuous service provision

O - EBIEERR ORI TS H 8K

Luzhou Xinglu Water (Group) Co., Ltd. Hejiang Water Industry Co., Ltd. (“Hejiang Water”), because of its positive service

attitude, emphasis on various water projects and continuous improvement of service standards and efficiency in the water

supply service, received a silk banner from Sunshine Land Real Estate Company of Hejiang County to affirm the work of

Hejiang Water.
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Chapter X Environmental, Social and Governance Report (continued)

FTE

Tap water supply

The Group strictly abides by the “Safe Production Law of
the People’s Republic of China”, “Water Law of the People’s
Republic of China”, “Water Pollution Prevention and Control
Law of the People’s Republic of China”, “Environmental
Protection Law of the People’s Republic of China”, “Drinking
Water Source Water Quality Standards”, “Drinking Water
Hygienic Standards”, “Sichuan Province Urban Water Supply
Management Regulations”, “Urban Water Supply Quality
Management Regulations”, “Drinking Water Sanitation
Supervision and Management Measures” and other laws and
regulations, formulating “Water Quality Management Measures”,
“Water Quality Monitoring Management Measures”, “Water
Quality Testing Regulations”, “Sanitary Protection Management
Measures” and other relevant management regulations to ensure
the quality of water supply. The Group has passed the ISO
9001 quality control system certification. In addition, the Group
has formulated internal water quality control indicators and
implemented stricter quality testing standards for the quality of
factory water to ensure the provision of high-quality and safe tap
water for urban development and public life.

During the reporting period, the total amount of water supplied by
the Group was 161.7 million tons, and the inspections at all levels
were performed well, with a 100% inspection pass rate.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022
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Chapter X Environmental, Social and Govemance Report continued)

BTE

Safe water provision

Most of the Group’s water intake comes from the Yangtze River.
The Group conducts online monitoring and on-site testing of
water quality throughout the entire process from water intake to
water delivery, and installs online measurement equipment in all
production links. The raw water, pre-filtered water, filtered water,
factory water, etc. were measured for turbidity, residual chlorine,
and pH, and the data were sent back to the central control room
for record. On-duty staff record the results of online water quality
tests every hour, and periodically calibrate the online meters,
while staff at the water quality testing station conduct and record
water quality tests on a daily basis to ensure water safety.

Clean water production

The Group conducts tap water production in strict accordance
with the national “Drinking Water Sanitation Standard” (GB5749-
2006) and other relevant regulations, and has formulated a series
of mechanisms and measures to ensure clean water production:

1. System management: Formulating an internal quality
control manual and managing it strictly in accordance with
the quality control manual during the water production
process;

2. Level 3 test: A three-level testing system is implemented
for water quality, of which the first and second levels comply
with the Group’s “Water Quality Testing Regulations”
standards, and the third level implements the national
“Drinking Water Hygienic Standards” testing standards:
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B e REA

- At the first level, the main water quality indicators
are tested by each of its production companies.
The water quality online equipment monitors and
records turbidity, residual chlorine, etc. for 24 hours,
and regularly uses portable water quality monitoring
equipment to conduct spot checks.

- At the second level, our Group is responsible for
sampling and monitoring.

- At the third level, the Luzhou Monitoring Station of
the Sichuan Provincial Water Supply and Drainage
Water Quality Monitoring Network is responsible for
sampling and monitoring.

Indicator control: Setting up a number of indicators and
goals related to production, such as self-use water rate,
chemical consumption, power consumption, water turbidity,
etc., and strictly follow the indicators to control;

Daily review control mechanism: The person in charge
of each water plant reports various indicators to the
headquarters every day, explains the reasons for abnormal
indicators, and finds and resolves abnormalities in time;

Comprehensive monitoring: Implementing whole-
process monitoring, and carry out testing from raw water,
production process water, factory water and pipe network
terminal water to ensure drinking water safety;

Multi-party detection: Combining online monitoring and
personnel testing, enterprises and government departments
conduct regular inspections and irregular random
inspections.

Luzhou Xinglu Water (Group) Co., Ltd. Annual Report 2022

Chapter X Environmental, Social and Governance Report (continued)
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Chapter X Environmental, Social and Govemance Report continued)

ETE B A B AIRE o

Stable water supply

In order to further improve the water supply capacity, the
Group achieved stable water supply by planning water supply
scheduling, emergency plan management, implementing water
meter audits, and water supply with high-efficiency pump units.
The specific measures include:

- Before the peak water supply period comes, prepare the
water supply scheduling plan and drill in advance to ensure
the smooth scheduling of the water supply peak period,
and before the summer comes, do a good job of equipment
maintenance and water production material storage in
advance to ensure smooth water supply;

- Organize various emergency plans and emergency supplies
related to production safety, equipment failure, abnormal
raw water, etc., responding to emergencies in a timely
manner, and ensuring normal and orderly water supply;

- Carrying out water meter audit and inspection work
every month, such as meter management, pipe network
inspection (leakage detection), water 