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NEIE R
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Chairman’s Statement
FERE

Dear Shareholders:

On behalf of the Board (“Board”) of Directors (“Directors”,
each being a “Director”), | am pleased to announce that
Zhejiang Tengy Environmental Technology Co., Ltd
("Company"” or "Tengy Environmental”) and its
subsidiaries (collectively the “Group”) recorded solid
financial results for the year ended 31 December 2016
("Year").

The Group is a well-established integrated atmospheric
pollution control solution provider, with a primary focus on
particulate emission control by offering mega-sized
precipitators to customers in various industries. The Group is
with over 18 years of industry experience and continue to
innovate in industrial technologies.

Benefiting from the increase of the Group's operating income
during the Year by 8.4% to approximately RMB997.6 million,
the profit before taxation during the Year increased by 10.9%
compared to the corresponding period of 2015, to
approximately RMB149.1 million. Meanwhile, the profit
attributable to shareholders of the Company (“Shareholders”,
each being a “Shareholder”) was approximately RMB113.0
million, representing a significant increase of 17.1%
compared to the corresponding period of 2015.
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Chairman’s Statement
FERSE

Sales of the main products of the Group (namely electrostatic
precipitators, electrostatic-bag composite precipitators and
bag filter precipitators) recorded an outstanding performance
for the Year, among which the revenue from related projects
of electrostatic precipitators and electrostatic-bag composite
precipitators increased from approximately RMB727.8 million
and RMB39.6 million for the year ended 31 December 2015
to approximately RMB739.4 million and RMB96.5 million,
respectively, for the Year.

The Group believes that, with its industry qualification and
abundant experience, its reputation can be enhanced as a
reliable atmospheric pollution control solution provider among
the national electricity industries and customers from other
industries, which can help it obtain more new projects.
Besides, its extensive project experience will offer a
competitive advantage over existing market players as well
as new entrants in the competition for new projects.

The People’s Republic of China (“PRC") currently mainly uses
coal to generate electricity. The large amount of major pollutants
produced during the coal combustion process of coal-fired
power plants, including particulates, sulfur dioxide, nitrogen
oxides and etc., have become the main source contributing to
the serious air pollution in the PRC. In order to solve the
worsening air pollution problems, the PRC Government
continued to increase environmental protection efforts through
the implementation of more stringent environmental policies.
To comply with the increasingly stringent environmental
regulations amid the endogenous growth of coal-fired
generation, it is expected that the market for air pollution control
facilities will continue to experience significant growth.

Looking forward, the Group will continue to enhance its
research and development capabilities, develop new
technologies and expand the product portfolio, strengthen its
sales and grasp the growing opportunities in the air pollution
control solutions industry of the PRC, as well as develop
selected overseas markets and expand its international
market share.

Last, on behalf of the Board, | would like to thank the
management team and employees for their tireless efforts
and | sincerely thank the Shareholders and investors for their
continuing trust in and support to the Group.

The Group will continue to seize market opportunities, protect
the blue sky and clear water and build a century-lasting Tengy!
Mr. BIAN Yu

Chairman and executive Director

Zhuji City, Zhejiang Province, the PRC
10 April 2017
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Financial Highlights
R

Year ended 31 December

BE+-A=+—-HLKFE

2016 2015 Change
—E-XF| ZZ2—HF e
RMB’000 RMB'000
Results ES AR¥ TR [ ARETT
Revenue Wz 997,564 919,975 8.4%
Profit before tax FLRDE A 149,081 134,399 10.9%
Income tax expense s x (36,087) (37,934) -4.9%
Profit and total comprehensive FREF K2 A 42%E
income for the year 112,994 96,465 17.1%
Earnings per share attributable to Bt A B @IERHEA A
ordinary equity holders of FE(LZ R AT
the parent
— For profit for the year — FE R 0.84 0.90 6.7%
As at 31 December
R+=—HA=+-—H
2016 2015 Change
—E-RE| —T—FF i
RMB’000 RMB'000
Results E AR¥ T [ AR®ETT
Total assets BEME 1,641,902 1,600,940 2.6%
Net current assets mENEE A 627,377 504,287 24.4%
Total assets less current liabilities EEEER B A G 724,285 611,291 18.5%
Total liabilities BEHER 917,617 989,649 -7.3%
Total equity MR 724,285 611,291 18.5%
As at 31 December
R+=—HA=+-—H
2016 2015
Financial Statistics B EiE “E-RE| ZE—AEF
Current ratio (Note T Eh b FR () 1.7 1.5
Gearing ratio Note 2 BARA B R -5.8% -5.9%
Inventory turnover days (days) (et HFERERE (R) W) 17.1 18.3
Trade receivables turnover days B 5 e GRTE [F 8 K g (K ) (M)
(days) Note 4 131.1 99.9
Trade payables turnover days =) OECEEE TN (G
(days) Mot sl 167.5 141.4
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Notes:

1. Current ratio = current assets/current liabilities

2. Gearing ratio = (total bank loan — cash and cash equivalents)/total equity
x 100%

3. Inventory turnover days = 365 days/(costs of sales/average balance of

inventory (net off impairment))

4. Trade receivables turnover days = 365 days/(revenue/average balance
of trade receivables balance (net off impairment))

5. Trade payables turnover days = 365 days/(cost of sales/average trade
payables balance)

RBLE=RBDEE R EE

BARABEEE=(RTERLE — B RhBELSE
),/ RS X 100%

FEREABRE=366K(HERKFEFHLHEH (N
BRORME))

B S EMGRIAEE R H =365 K, (W, E 5K
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Management Discussion and Analysis

ERE BRI

OVERVIEW

2016 was a year of significance for the Group. Leveraging
years of industry experience and continual innovation in
industrial technologies, the Group is a well-established
integrated atmospheric pollution control solution provider,
with a primary focus on particulate emission control by
offering mega-sized precipitators to customers in various
industries. The Group generates its revenue primarily from (i)
project construction; (ii) sales of goods; and (iii) rendering of
services. Project construction represented tailor-made and
integrated atmospheric pollution control solutions offered by
the Group to its customers, comprising engineering design,
equipment procurement and manufacturing, supervision of
installation and commissioning, customer training, and repair
and maintenance to our customers on a project basis. During
the Year, the Group mainly offers three types of precipitators:
electrostatic precipitators, bag filter precipitators and
electrostatic-bag composite precipitators. The Group’s sales
of goods represented sales of materials, including raw
materials, spare parts and components and scrap materials
to related parties or independent third parties. The Group's
rendering of services represented technology consultancy
services to its customers on a stand-alone basis, which
includes repair and replacement, and on-site engineering and
maintenance services to those projects which were not
constructed by it.

Precipitators are widely installed at coal-fired power plants,
metallurgical plants, paper mills and other industrial
production plants. As such, the Group maintains an extensive
range of customers including the project owners of power
plants and industrial production plants, or contractors who
undertake the construction work of power plants and
industrial production plants.

BUSINESS REVIEW

The PRC is currently the world’s second largest economy.
While the economic growth has slowed down in recent
years, the growth rate is still among the highest in the world.
The sustained increase in demand for energy and electricity
in the PRC as a result of the fast economic growth has
nonetheless been promoted at the expense of atmospheric
environment and air quality. Last year, due to severe
atmospheric pollution problems in Beijing and Hebei
Province, some schools even suspended classes. Therefore,
the PRC Government continues to strengthen its efforts in
environmental protection by implementing more stringent
environmental protection policies.

8 Zhejiang Tengy Environmental Technology Co., Ltd
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Management Discussion and Analysis

B E A wm MDA

The New Law of the Prevention and Control of Atmospheric
Pollution was officially implemented in the PRC on 1 January
2016. Together with the increasing governmental and public
awareness of environmental protection in the PRC, the
Group believes that there will be a vast investment demand
for environmental protection in the coming years. The
increasingly stringent environmental protection regulations
also promote the rapid development of the environmental
protection industry, particularly the industry of operations and
maintenance services for atmospheric pollution control
facilities. It is anticipated that there will be exponential
growth in atmospheric pollution control equipment market in
the coming several years. Therefore, as a leading integrated
atmospheric pollution control solution provider in the
industry, the Group believes that it can continue to be
benefited from the aforementioned policies in order to
capture new business and investment opportunities.

The Group believes that it has benefitted from and will
continue to benefit from the synergic effects brought about
by customers’ satisfaction and broader market recognition of
its brand in such a way of increasing the opportunity and
capability to succeed in the bidding of new projects.
Additionally, with the Group's industry qualifications and track
record of successfully completing projects for state-owned
power plants in the PRC, the Group believes that its
reputation among power enterprises as well as customers in
other industries as a reliable atmospheric pollution control
solution provider enables the Group to become more
competitive over new entrants in project bidding.

For the Year, total revenue and profit from continuing
operations of the Group amounted to approximately
RMB997.6 million and RMB113.0 million respectively. During
the Year, the Group's gross profit amounted to RMB229.2
million, representing an increase of 22.8% as compared with
RMB186.6 million for the same period of the year 2015; and
the gross margin increased by 2.7% from the previous year
10 23.0%.

For the Year, the value of the Group’s new contracts (which
represents the aggregate value of the contracts we entered
into during a specified period) was approximately
RMB1,502.1 million. As at 31 December 2016, the Group’s
backlog (including applicable value-added tax) (which
represents the total estimated contract value of work that
remains to be completed pursuant to outstanding contracts
as of a certain date and assuming performance in accordance
with the terms of the contract) was approximately
RMB1,717.8 million.
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Management Discussion and Analysis

ERE BRI

The Group's profits (before tax) of the Year amounted to
RMB149.1 million and profits attributable to owners of its
parent company grew to RMB113.0 million, representing a
year-on-year increase of 10.9% and 17.1% respectively. The
aforesaid growth is mainly generated from the operation
income increase of 8.4% to RMB997.6 million for the Year.

At the time of raising the amount of product sales, the Group
spent great effort to enhance cost management to make its
products and solutions more cost competitive. The
atmospheric pollution control solutions offered by the Group
mainly comprise the atmospheric pollution control devices
designed and manufactured on its own. The Group
possesses the qualifications and expertise in manufacture
and supply of the key atmospheric pollution control system
of the projects undertaken by it based on customised design
proposals. The Group is dedicated to improving
manufacturing process and management system by
managing the product quality and operation, reducing energy
consumption and assessing the environmental impact in
accordance with international standards. The quantitative
management, environmental management and quality
management systems of the Group were awarded with a
number of ISO certificates. These systems help the Group
estimate costs, smoothen project operations and improve
operating efficiency.

As of 31 December 2016, the Group had 36 registered
patents (including two invention patents and 34 utility model
patents) in the PRC. Based on the strong design and
engineering capabilities, the Group primarily provides
comprehensive atmospheric pollution control solutions to its
customers. The Group offers a wide range of models of
electrostatic precipitators which support electricity
generators with capacity spanning from 6.25MW to over
1000MW. The Group is one of the few manufacturers in the
PRC which provides electrostatic precipitators for single
generator unit with capacity of T000MW or above.

10 Zhejiang Tengy Environmental Technology Co., Ltd
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Management Discussion and Analysis

B E A wm MDA

As at 31 December 2016, the Group had a total of 640 full-
time employees (2015: 634). The remuneration payable to
the Group’s employees includes basic wages, bonuses and
other staff benefit. The Group conducts periodic performance
reviews for its employees and determines their remuneration
based on factors including qualifications, contributions, years
of experience and performance.

FINANCIAL REVIEW
Revenue

The revenue of the Group amounted to approximately
RMB997.6 million for the Year representing an increase of
8.4% from RMB920.0 million for the year ended 31
December 2015. The increase was mainly benefitted from
the increasingly stringent environmental protection
regulations that promoted the growing demand for operations
and maintenance services on atmospheric pollution control
equipments.

The following table sets forth a breakdown of the Group's
revenue by segment and each item as a percentage of
revenue for the respective years indicated:

RZFB—R"E+-A=1+—8 AEEHXF640
FZERBES(ZT—HF :634%) BN TFAE
EREENFMEEEARATE  HAREMETR
e REBEHRITRBENKRR  HEENE
E - Bl FERKRASZEARBEEMPIROZH -

Bt 755 [
e 2

AEBHNWEHBEE _T—AF+-_A=1+—H
IHFEHMARKI00E B T ING4% EARF
ERHAREIQI6EE L TBEXENABER
REPRIREIR - FRRITRARME LB R Y&
RS HY & SR -

TRBBIFRE FEAREIED BRI DRSS
AR TE B RS E L ¢

Year ended 31 December

BE+-A=1+—HLEFE

2016 2015
—E—REF —ZT—hHEF
RMB’000 % RMB’000 %
AR¥ET T % ARETIT %
Revenue =
Construction of projects ~ Z#5TH B 993,071 99.5 916,073 99.5
Sales of goods HEEM 4,463 0.4 3,862 0.4
Rendering of services TR AR 30 0.1 40 0.1
Total 5T 997,564 100.0 919,975 100.0

Revenue generated from construction of the Group’s projects
amounted to over 99.0% of its total revenue. Depending on
the specifications and requirements of its customers, the
Group may provide an integrated set of atmospheric pollution
control devices comprising precipitators, desulfurisation
system and/or denitrification system, or only provide one
type of the said atmospheric pollution control devices on a
stand-alone basis towards new installation projects or
upgrading or modification projects. A majority of the Group's
construction contracts are related to the manufacturing,
installation and sales of electrostatic precipitators.

REE R EIR B E S a5 8K EZE99.0%
UE - RFEXEFPHRBRER  RNEEF RHFL
KRB FARRBER B RE—BERRISRN
REE BERER RBEASR/IBHEER
B FREBRH LA -BRRSRAIAKE -
AEBAROZESRERE RERHEFE
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Management Discussion and Analysis

B E A am Mo AT

The following table sets forth a further revenue breakdown — T~REHJIFIREEZIRARIT L AR T ER
of construction contracts by types of atmospheric pollution  fEfEZIHAEES RIAE —FUZSEEA -
control solutions for the respective years indicated:

Year ended 31 December

BE+=-RA=1+—HILEE

2016 2015
—E—REF —ET—1F
RMB’000 % RMB'000 %
AR%T T % ARET T %
Construction contracts &4
Ash removal and transfers 54 K EE7% I BE
— Electrostatic precipitator — gFEREERS 739,448 74.5 727,755 79.5
— Electrostatic-bag — EREERESS
composite precipitator 96,480 9.7 39,575 4.3
— Bag filter precipitator ~ — R\ BREERE 83,211 8.4 75,414 8.2
— Others (e.g. Pneumatic — EAb (055
ash conveying Y ES))
system) 6,243 0.6 4,790 0.5
SO, and NOx emission B ZEAER &
reduction (desulfurisation WAL WIHEIR
and denitrification) (R AR A AR )
devices HE 67,689 6.8 68,539 7.5
993,071 100.0 916,073 100.0

The Group's revenue for the Year was mainly generated from  ZAEBAEER R TEREEEHELENENIE
ash transfers construction contracts relating to electrostatic =~ ABESHENERREBREEZIEASRE - Bt -
precipitator and electrostatic-bag composite precipitator. Asa K EAHEFEREELNENESKRERHEBEREY
result, the revenue derived from projects relating to Wz oS RlEEE—S—AE+-_A=+—HII&
electrostatic precipitator and electrostatic-bag composite EMARKE7278EETM AR 396 H & T8
precipitator were increased from RMB727.8 million and ZEAFEEMHARKINIBETRARKEI.5
RMB39.6 million for the year ended 31 December 2015 to HEJT ©

approximately RMB739.4 million and RMB96.5 million for the

Year.
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Management Discussion and Analysis

ERE R

With the experience in delivery of new installation projects,
the Group also provided large scale upgrading and
modification projects for power plants and other industries.
The following table sets forth a revenue breakdown of
construction contracts by types of new installation project as
well as upgrading/modification project for the respective
years indicated:

BB LERERNRNES  AEET A%
BN EMITREHARBRI R NBEEE - T
KRB IR FEILALRER LR RKBE
THB BRI E D EES R YRR

Year ended 31 December

BE+=-RA=1+—HILEE

2016 2015
—E—REF —ET—AF
RMB’000 % RMB’'000 %
AR¥ET T % AREFIT %
Revenue U

Newly installed s 837,577 84.3 795,828 86.9
Upgrading/modification FH4, ik 155,494 15.7 120,245 13.1
993,071 100.0 916,073 100.0

Cost of sales $HE K 2

The Group's costs incurred in project construction principally
comprise material costs, staff costs, depreciation and
overhead costs. The Group’s major raw materials used in the
manufacturing process of ash removal and transfer devices
and desulfurisation and denitrification devices are steel,
electrical instruments, filter bags and others.

The cost of sales of the Group amounted to approximately
RMB768.4 million for the Year representing an increase of
4.8% from RMB733.4 million for the year ended 31
December 2015.
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Management Discussion and Analysis

B B A e M AT

Gross profit and gross margin

The following table sets forth the breakdown of gross profit
and gross margin of the Group (stated as a percentage of
revenue) for the respective years indicated:

ENRENZR

TREIIRAIRESFEAEBAERN R EN A
SR B DL 251) BRAR -

Year ended 31 December

BE+-A=+—HLHFE

2016 2015

—E—REF —T—hF

Gross profit (RMB'000) EHM (ARBTFT) 229,176 186,576
Gross margin (%) FERME(%) 23.0 20.3

The Group's gross profit of the Year amounted to RMB229.2
million, representing an increase of RMB42.6 million or
22.8% as compared with RMB186.6 million of the previous
year. The gross margin of the Group increased from 20.3%
for the year ended 31 December 2015 to 23.0% of the Year.
The increase was driven by (i) further enhancement of the
bargaining power of the Group over its projects due to the
significant increase in market recognition and
competitiveness after the listing of the Company (“Listing”)
on The Stock Exchange of Hong Kong Limited (“Stock
Exchange”); (ii) the enhancement of the standard of
environmental protection requirements in the PRC and
accordingly governmental support on the construction of
environmental protection facilities which improved the
profitability of the Group; and (iii) the Group's capability of
undertaking more technically demanding projects and larger
projects owing to its unremitting efforts in technological
research and development.
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Management Discussion and Analysis

ERE R

Other income and gains

Other income and gains of the Group during the Year surged
to RMB14.3 million, representing a dramatic increase of
55.4% from that of the previous year. Such surge is mainly
attributable to the following:

(i)

(ii)

(iif)

The bank interest income in 2016 increased by RMB2.1
million from 2015 to RMB2.7 million.

Foreign exchange gain in 2016 increased by RMB1.6
million from 2015 to RMB4.9 million.

Compared with 2015, the income from Government
grants in 2016 increased by RMB2.1 million, mainly due
to the fact that the Company obtained the overseas
listed companies reward of RMB1.5 million and the
Government's assistance in upgrading backbone
enterprise reward of RMB3.2 million.

Selling and distribution expenses

The Group's selling and distribution expenses of the Year
amounted to RMB23.0 million, representing an increase of
RMB6.8 million as compared with RMB16.2 million of the
previous year.

(i)

(ii)

The travel expenses and business hospitality expenses
in 2016 increased by RMB2.4 million, or approximately
30.4%, to RMB10.3 million as compared with RMB7.9
million of the previous year.

The bid services expenses in 2015 was RMB1.8 million.
Compared with 2015, the amount for the Year increased
by RMB2.0 million, or 111.1%, to RMB3.8 million.
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B E A am Mo AT

Administrative expenses

The Group’s administrative expenses of the Year amounted
to approximately RMB63.9 million, representing an increase
of 93.1% as compared with approximately RMB33.1 million
of the previous year, mainly due to:

(i) the impairment losses in 2016 increased by RMB7.5
million from 2015 to RMB11.4 million, mainly due to
the impairment of trade receivables; and

(i) the research and development expenses in 2016
increased by RMB18.4 million from 2015 to RMB21.6
million, mainly due to the increase in the number of
technicians employed by the Group and the related
efforts in research and development during the Year.

Finance cost

The finance cost of the Year amounted to approximately RMB6.7
million, representing an decrease of 35.6% as compared with
approximately RMB10.4 million of the previous year.

Income tax expense

The Group’s income tax expense of the Year amounted to
approximately RMB36.1 million,representing a decrease of
4.7% as compared with approximately RMB37.9 million of the
previous year, mainly due to additional deduction for research
and development activities of RMB2.0 million for the Year.

Trade and bills receivables

As at 31 December 2016, the trade and bills receivables of
the Group were approximately RMB643.2 million, increased
by RMB222.3 million as compared to that of the previous
year, mainly due to (i) the acceleration in the project and
settlement progresses, as well as (i) growth of revenue from
continuing operations.

Inventories

As at 31 December 2016, the Group experienced a decrease
of inventories by approximately RMB9.5 million to
approximately RMB31.3 million when compared to the
previous year. The inventories mainly consisted of steels,
filter bags, electrical instruments and other components.
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Management Discussion and Analysis

B E A wm MO

Liquidity and capital resources

Cash and cash equivalents

As at 31 December 2016, the cash and cash equivalents of
the Group decreased by RMB49.1 million to RMB160.8
million when compared to the previous year, which was
mainly due to:

(i) the net cash outflow of approximately RMB57.1 million
used in financing activities, which mainly consists of
the cash outflow of approximately RMB55.0 million on
repayments of bank borrowings;

(i) the net cash outflow of approximately RMB1.7 million
used in investing activities of the Group in the year,
which mainly consists of the cash outflow of
approximately RMB1.5 million on purchase of plants
and equipments to cater for the expansion of the
Group's business scale and the growing sales; and

(i) the net cash inflow of approximately RMB6.3 million
generated from the operation of the Group in the Year.

Indebtedness
As of 31 December 2016, the Group incurred outstanding
bank loans of approximately RMB119.0 million.

Net current assets

As at 31 December 2016, the net current assets of the Group
(the difference between total current assets and current
liabilities) increased by approximately 24.4% from RMB504.3
million of the same period in 2015 to approximately
RMB627.4 million for the Year.

Capital expenditure

The Group's capital expenditures of the Year amounted to
approximately RMB1.7 million, which were used mainly for
the purchase of property, plant and equipment.

Exchange risk

The Group is exposed to transactional currency risks. Such
exposures arise from sales by operating units in currencies
other than the functional currencies adopted by the units.
Approximately 2.2% (2015: 2.4%) of the Group's sales of the
Year were denominated in currencies other than the functional
currencies of the operating units making the sale. At present,
the Group does not intend to seek to hedge its exposure to
foreign exchange fluctuations. However, the Group's
management constantly monitors the economic situation and
the foreign exchange risk profile, and will consider appropriate
hedging measures in the future should the need arise.
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ERETHRAN

Major acquisitions and disposals

The Group did not have any material acquisition or disposals
during the Year.

Significant investments

The Group did not have any significant investments during
the Year.

Contingent liabilities

The Group is neither currently involved in any material legal
proceedings nor aware of any pending or potential material
legal proceedings involving us. If the Group were involved in
such material legal proceedings, the Group would record any
loss or contingent events when, based on information then
available, it is likely that a loss has been incurred and the
amount of the loss can be reasonably estimated.

As at 31 December 2016, the Group did not have any
material contingent liabilities or guarantees.

PROSPECTS

The Group will actively seek appropriate acquisition projects
to expand its capabilities of research and development,
manufacturing and sales, as well as to access new markets
to complement existing business of the Group.

The Group believes that its established customer base in the
PRC and exposure to overseas markets could facilitate a solid
foundation for its future expansion in both domestic and
overseas markets and place it in an ideal position to capture
the growth in any of those markets. Looking forward, the
Group will continue to enhance its research and development
capabilities, develop new technologies and expand its product
portfolio (such as ash conveyers), strengthen sales and capture
the growing opportunities in the atmospheric pollution control
solution industry in the PRC, enhance the Group's national and
international brand recognition, as well as develop potential
overseas markets to expand its international market share.
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Biographies of Directors, Supervisors and Senior Management

5% EENSAEEEREE

BOARD OF DIRECTORS

The Board currently consists of nine members, comprising
three executive Directors, three non-executive Directors and
three independent non-executive Directors. The powers and
duties of the Board include convening Shareholders’
meetings and reporting the Board’'s work at Shareholders’
meetings, implementing resolutions passed at Shareholders’
meetings, determining the Group's business plans and
investment plans, formulating the Group’s annual budget and
final accounts, formulating proposals for profit distributions
and for the increase or reduction of share capital as well as
exercising other powers, functions and duties as conferred
by the articles of association of the Company (“Articles of
Association”). Each of the Directors has entered into a
service contract/letter of appointment with the Group.

Executive Directors

Mr. BIAN Yu () (“Mr. Bian”), aged 33, is the chairman
of the Board and an executive Director appointed on 28
December 2009. Mr. Bian has approximately 12 years of
experience in the business of provision of atmospheric
pollution control solutions. Mr. Bian has also been the
executive director of various subsidiaries of the Company
including Zhuji City Tianjie Electronic and Technology Co.,
Ltd.* (HEMRNREFREBR AR, Zhuji City Tianjie
Installation Engineering Co., Ltd.* (EEBEMXELEIRER
‘A7]) (“Tianjie Installation Engineering”) and Turpan
Environmental Technology Co., Ltd.* (H 8B ZIRERIFA
fR 2 &]) since June 2009, March 2008 and July 2013
respectively.
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Mr. Bian has worked as a director of Tengy Group Limited*
(REEBEFR AT ("TGL") since August 2003. He is
responsible for the overall strategies, planning and business
development of TGL. Particularly, he focuses on the
management of the business of the provision of atmospheric
pollution control solutions carried on by TGL prior to the
establishment of the Company in December 2009. From
September 2005 to December 2007, he served in various
positions such as general commander and general manager
in different departments in the subsidiaries of TGL such as
Zhejiang Tianjie Special Steel Co., Ltd.* (I TFZHEFMAR A
7)) ("Tianjie Special Steel”), Zhejiang Tianjie New Materials
Co., Ltd.* (I RE#HMHBERAF) (“Tianjie New
Materials”) and Zhejiang Tianjie Magnetic Materials Co.,
Ltd*. (AT RZRE MM B 5 B BR 2 7)) which were principally
engaged in manufacturing, processing and marketing of steel
blade and he was mainly responsible for the overall operation
and production management.

He worked as a director in various companies such as
Zhejiang Tianjie General Machinery Co., Ltd.* (3T I RXZEH
BB A7) (“Tianjie General Machinery”) (being principally
engaged in manufacturing and marketing of machinery and
parts) since April 2008, Shanghai Tianjie Metal Material Co.,
Ltd* (EBRKZEEMEARAF) (being principally engaged
in sale of metal materials, construction materials and
chemical raw materials) from July 2010 to October 2012,
Shanghai Guotuo Mining Investments Limited* (/8B #iE
EWEBR AT (being principally engaged in management
and exploration of mines and development of mining
technology) from July 2010 to May 2015, Zhuji Tengy Small
Loan Co. Ltd* (EEWMXZ/NEERABR AR (being
principally engaged in providing small loan and financial
consultancy service in Zhuji City) since June 2011, and as
chairman of the board of Zhuji City Tianyu Industry
Investment Ltd* (FEMAFEEIREFR LA (being
principally engaged in real estate development and property
investment) since November 2010 and of Zhuji City Runtian
Property Management Ltd.* (EZEMERXMEEEFRAT)
(being principally engaged in property management) since
September 2011. He was mainly responsible for advising on
operational and business strategy of the foregoing entities.

Mr. Bian is currently the standing council member (F#I2 %)
of the second Council of Zhejiang Association of Equipment
Industries for Environmental Protection (#/T & RIRE#EITE
We% —fEH¥E2). He has also been the deputy officer
member* (BI|ZE{EZ &) of the sixth Electrostatic Precipitator
Committee of The Environmental Protection Industry* (4
REREEXENHEEREZESE NEEREZER®) since
February 2014.
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Mr. Bian graduated with a bachelor’'s degree in mechanical
engineering and automation from Zhejiang University (#77TK
&) in June 2005. He obtained his master of science degree
in corporate and international finance from University of
Durham in the United Kingdom in January 2008. He is the
son of Mr. Bian Jianguang, the brother of Ms. Bian Shu, and
the brother-in-law of Mr. Zhang Yuanyuan.

Mr. Bian is a member of the family comprising Mr. Bian
Jianguang, Ms. Bian Shu and himself (“Bian Family") and
the Bian Family is a controlling Shareholder (within the
meaning of the Rules Governing the Listing of Securities on
the Stock Exchange (“Listing Rules”) of the Company
("Controlling Shareholders”, each being a “Controlling
Shareholder”).

Mr. BIAN Weican (#{2}g), aged 56, is an executive Director
appointed on 28 December 2009. Mr. Bian Weican has
approximately 24 years of experience in the business of
provision of atmospheric pollution control solutions.

Mr. Bian Weican worked as a worker of Zhuji County
Mechanical Model Plant* (FEZEZ#MERE) (being
principally engaged in the processing and production of
machinery mould) from February 1982 to January 1985 in
which he was responsible for manufacturing machinery
mould. He worked as the supply procurement manager of
Zhuji County Cement Machinery Plant* (752 /K BHARER)
(being principally engaged in the production and sale of
cement machinery equipment) from February 1985 to June
1989 in which he was responsible for the procuring of raw
materials. From July 1989 to May 1995, he worked as the
supply procurement manager of Zhejiang Zhuji City Industrial
Environmental Protection Equipment Factory* (41L& & ™
T EIRIREME M) which was principally engaged in the
production and marketing of industrial environmental
protection equipment and he was responsible for the
procuring of raw materials. He worked as the director of the
material procuring department of TGL from June 1995 to
August 2013 in which he was responsible for the materials
procurement planning and management of suppliers.

Mr. Bian Weican graduated from Zhuji County Tongshan
Community High School (FEZ&RIUARAFLER) in
Zhejiang Province in July 1976.
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Ms. BIAN Shu (#%k), aged 35, is an executive Director and
the deputy manager of the administration department of the
Company. She was appointed as a Director on 1 June 2016,
and has served as the deputy manager of the administration
department of the Company since September 2014.
Previously, Ms. Bian Shu worked as the manager of the
personnel department of TGL from February 2006 to January
2010 and was responsible for the human resources
management and administration work of TGL. She worked as
the chief financial officer of TGL between February 2010 to
December 2011 and was responsible for accounting matters
and financial planning and management. Ms. Bian Shu served
as the vice president of TGL from December 2011 to August
2014, and was responsible for day-to-day operations and
management and to deputise the president when necessary.
Furthermore, she served as the chairman of the supervisory
committee of the Company (“Supervisory Committee”,
each member thereof being “Supervisor”) from 28
December 2009 to 31 May 2016 and as the employee
representative Supervisor from 10 May 2014 to 31 May
2016, and was primarily responsible for supervising and
overseeing the performance of the Directors and other senior
management members of the Company.

Ms. Bian Shu holds a bachelor’s degree of philosophy from
Zhejiang University in June 2003. She holds a master degree
of international business from the University of Sydney in
October 2006. She is the spouse of Mr. Zhang Yuanyuan, the
sister of Mr. Bian Yu and the daughter of Mr. Bian Jianguang.

Ms. Bian Shu is a member of the Bian Family and the Bian
Family is a Controlling Shareholder.
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Non-executive Directors

Mr. BIAN Jianguang (% 3), aged 62, is the vice chairman
of the Board and a non-executive Director appointed on 28
December 2009. Mr. Bian Jianguang has approximately 26
years of experience in the business of the provision of
atmospheric pollution control solutions.

Mr. Bian Jianguang worked as the factory director of Zhuiji
County Mechanical Model Plant* (FAEZEEMIETL) (being
principally engaged in the processing and production of
machinery mould) from February 1982 to January 1985 in
which he was responsible for the overall management and
business operation. From February 1985 to June 1989, he
worked as the factory director of Zhuji County Cement
Machinery Plant* (&2 &7)EHEMER) which was principally
engaged in the production and sale of cement machinery
equipment, and he was responsible for overall management
and business operation. He worked as the factory director of
Zhejiang Zhuji City Industrial Environmental Protection
Equipment Factory* (311 %& BT LERIRZMEEM) (being
principally engaged in the production and marketing of
industrial environmental protection equipment) from July
1989 to May 1995 in which he was responsible for the
overall management and business operation. From June
1995 to August 2003, he served as the chairman of the board
of directors and the executive director of TGL and he later
resigned as chairman of the board of directors and have been
serving as vice chairman of the board of directors of TGL
since August 2003 responsible for the overall management
and business operation of TGL. He worked as the director of
Tianjie General Machinery (being principally engaged in the
manufacturing and marketing of machinery and parts) from
November 1999 to April 2008 in which he was responsible
for its overall management and business operation.
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Mr. Bian Jianguang has been working as the general
manager of Tianjie New Materials (principally engaged in
manufacturing, processing and marketing of steel blade)
since August 1997, Tianjie General Machinery (being
principally engaged in manufacturing and marketing of
machinery and parts) from November 1999 to January 2005,
as an executive director for various companies such as
Tianjie Special Steel (principally engaged in manufacturing,
processing and marketing of steel blade) since March 2006,
Zhuiji City Tianjie Heavy Machines Limited* (B M AZET
AR /A7) (being principally engaged in research, design
and development of heavy machines) since October 2008,
Akesu Xintian Technology Limited* (P52 #xFT A EHZ AR A7)
(being principally engaged in raw iron and sponge iron related
business) since October 2011, and he is mainly responsible
for day-to-day operation and management, and overall
business management in these companies.

Mr. Bian Jiangguang once served as the chairman and legal
representative of Chongging Tianjie Industry Co Ltd* (EEX
BEXAMR AT, a company incorporated in the PRC
(“Chonggqging Tianjie”), with a business scope covering
sales of construction and decoration materials. Since
Chongging Tianjie no longer carried on business and did not
conduct annual inspection, its business licence was revoked
on 30 March 2005. According to Mr. Bian Jiangguang,
Chongging Tianjie was solvent and dormant at the time of it
being revoked and such revocation did not result in any
liability or obligation imposed against him.

Mr. Bian Jianguang is the father of Mr. Bian and Ms. Bian
Shu, and the father-in-law of Mr. Zhang Yuanyuan. Mr. Bian
Jianguang is a member of the Bian Family and the Bian
Family is a Controlling Shareholder.
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Mr. ZHANG Yuanyuan (ERIE), aged 35, is a non-executive
Director appointed on 28 December 2009. Mr. Zhang
Yuanyuan has approximately six years of experience in the
business of the provision of atmospheric pollution control
solutions.

From May 2007 to January 2009, Mr. Zhang Yuanyuan
worked as the general manager of Jiangxi Chenyu Aluminium
Industry Ltd.* (IFEEFEFEHBMRAF]) (“Chenyu Lvye")
which was principally engaged in the non-ferrous metals
processing, production, marketing and trading of machineries
and components, metal products and components, metal
doors and windows and electrical products, and he was
responsible for its overall operation and management. He has
been working as the director of Zhejiang Tianjie New Energy
Co., Ltd. (being principally engaged in wind power generation
and solar power generation) since May 2008 and was
responsible for giving advice on operation strategy, attending
board meeting and evaluation of business operation and
development strategy. He has been working as the president
of TGL since January 2009 and is responsible for the overall
management and business operation of TGL. He is currently
the vice chairman of Shanghai Aluminum Trade Association

EBmETERS).

Mr. Zhang Yuanyuan holds a bachelor’'s degree of applied
physics from Tongji University ([F7%EAX£) in July 2003. He
holds a master degree of engineering management from the
University of Technology, Sydney (FBEEHE KXZ) in Australia
in July 2007. He is the spouse of Ms. Bian Shu, the brother-
in-law of Mr. Bian and the son-in-law of Mr. Bian Jianguang.
Mr. Bian, Ms. Bian Shu and Mr. Bian Jianguang are members
of the Bian Family and the Bian Family is a Controlling
Shareholder.
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Ms. ZHU Hong (%4L), aged 41, is a non-executive Director
appointed on 1 June 2016. She is the chairman of the board
of directors of each of Kylin Investment Management Co.,
Ltd.* (BRI EEERAFR QA and Kylin International (HK)
Co., Ltd. She has been the vice president of Dothink Holding
Group Co., Ltd.* (2=l EE AR AR since 2006. Ms.
Zhu Hong has over eleven years of experience in the financial
industry and possesses extensive experiences in investment
and asset management.

Ms. Zhu Hong worked as the financial manager and Youth
League secretary of Hangzhou Bao Gang Steel Materials
Delivery Company Limited* (fu/H 2 i #fl #/ i :x AR A 7))
from 1998 to 2006, the head of the finance department of
Shanghai Xindu Trading Co., Ltd.* ()8 #E FEE A R)
from 1995 to 1998, the financial manager of Hangzhou
Fashion Co., Ltd.* (M ZARERK AR A E]) from June 1995
to September 1995 and the accountant of Zhejiang Xinlian
Co., Ltd.* (M TEEE AR BRR A R]) from 1993 to 1995.

Ms. Zhu Hong was appointed as a council member* (32) of
Zhejiang Foreign Investment Enterprises Association* (4T
BIEIMTERERE) in July 2014, and the executive member*
(EfTETZB) of the Urbanisation Fund Professional Committee
under the Association of Equity Investments of Zhejiang
Province* (I T EREIREHSWBNMNESCHEEZESD) in July
2014. She was also awarded the title of “Outstanding Person
on Finance in Zhejiang Province for the Year 2011* (20114
IS RINB A" and “Top-ten Business Leaders on
Finance and Investment in Zhejiang Province for the Year
2014* Q0145 EHNIERIRE T REEAM)".

Ms. Zhu Hong graduated from Zhejiang University of Finance
& Economics with a bachelor’'s degree in accounting in 1995
and obtained an Executive Master of Business Administration
from Zhejiang University in 2014.
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Independent Non-executive Directors

Ms. TAM Hon Shan Celia (:25£H}), aged 44, is an independent
non-executive Director appointed on 15 September 2014.
Ms. Tam has approximately 21 years of experience in the
accounting and finance field.

Ms. Tam joined 91 Wireless Websoft Limited, a wholly-
owned subsidiary of Baidu Inc. (which is a company listed on
NASDAQ (NASDAQ: BIDU) and principally engaged in high
technology online services development and expansion), as
the vice president, chief financial officer and company
secretary and was responsible for management of the
finance department, legal department, government relations
department, human resources department and administration
department from January 2011 to February 2015. From April
2007 to September 2013, she was the head of compliance
and corporate affairs of NetDragon Websoft (Hong Kong)
Limited and the company secretary and authorised
representative of NetDragon Websoft Inc., a company listed
on the Stock Exchange (stock code: 777) and principally
engaged in online games development and operations,
responsible for mergers and acquisitions and corporate
finance projects. From August 2004 to March 2007, she
worked as the finance manager of Heal Force Development
Limited (being principally engaged in the distribution of
medical and biochemical instrument) and subsequently
became the group finance manager of Heal Force
Development Limited in which she was responsible for the
management of the group finance department. From
November 2000 to October 2003, she worked as a financial
accountant and subsequently as the finance and
administration manager of Infoserve Technology Hong Kong
Ltd which was principally engaged in electronic technology
development, and she was responsible for the management
of finance, administration and human resources matters. She
worked as the senior accountant of World Pioneer Ltd. (being
principally engaged in medicine research, development and
production) from June 1999 to November 2000 in which she
was responsible for its financial and administrative functions.
She worked as an accountant of Baker Norton Asia Ltd.
(being principally engaged in medicine development and
production) from October 1997 to May 1999 in which she
was responsible for financial matters. She worked as an
accountant of Draft Worldwide Ltd (principally engaged in
advertisement) from August 1994 to October 1997 in which
she was responsible for managing financial matters. Ms. Tam
has been a member of the Association of Chartered Certified
Accountants since May 2000. She is also a member of the
Hong Kong Institute of Certified Public Accountants
("HKICPA") since April 2002.
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Ms. Tam graduated from University of Lincolnshire and
Humberside with a bachelor’s degree in business accounting
in April 2000.

Mr. ZHANG Bing (&), aged 35, is an independent non-
executive Director appointed on 15 September 2014. Mr.
Zhang Bing has approximately seven years of experience in
the field of environmental planning.

Mr. Zhang Bing worked as a lecturer in the School of
Environment, Nanjing University (B R AZ2BIEEL) in
December 2008 in which he was responsible for teaching
and conducting research. He was promoted to an associate
professor and assumed the said role from December 2010 to
December 2013 in which he was responsible for teaching,
conducting research and personnel training, and he later
became a professor and has been working since December
2013 in which he is responsible for teaching, conducting
research and supervising doctoral students. Mr. Zhang Bing
has been the director of the Center for Environmental
Management and Policy of Jiangsu Environmental Protection
Department of Nanjing University (F R A2 — T & RIREE
IRIBEIEEPBURIZTA L) since November 2013 in which he
is responsible for conducting research on environmental
management and policy and carrying out construction
management work.

Mr. Zhang Bing was a committee member and the deputy
secretary of the second committee of the Society for
Environmental Economics of the Chinese Society for
Environmental Sciences (FEIRERSZEFRIFLESHT)
from October 2008 to September 2012 and has been the
director of Chinese Society of Optimisation, Overall Planning
and Economical Mathematics, Energy Economics and
Management* (BB iR AFE AR BB IT D LR
EEEHFR D E) since November 2012,

Mr. Zhang Bing obtained the Scientific and Technological
Progress Award (Second Class)* (RIE5fiT# 2 — % 48) from
the Ministry of Education of the People’s Republic of China
(FPEARKMBEEHEZ) in January 2010, the Eighth Young
Scientist Award of the Chinese Society for Environmental
Sciences* (£/\JEF BEIRIFRIZ 2 E FRHL48) in December
2012 from the Society of Environmental Science of the PRC
(PEIRIBRIEES) and the Environmental Protection and
Scientific Award (First Class)* (IRIE(RERI BRI SE—%
%) from the Ministry of Environmental Protection of the PRC
(P EE AR LFIEIIR IR (R7EEP) in December 2012.
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Mr. Zhang Bing obtained a bachelor's degree in
environmental planning from Nanjing University (@R AZ2) in
June 2003 and a doctorate degree in environmental planning
and management from Nanjing University (R AZ) in
December 2008.

Mr. JIANG Yan (£2), aged 42, is an independent non-executive
Director appointed on 1 June 2016 and with nearly 20 years
of experience in auditing, merger and acquisition ("M&A")
transactions, due diligence and tax consultancy in the PRC.
He has provided consultancy services on auditing and M&A
transactions for various state-owned enterprises of which
shares are listed on stock exchanges in the PRC and/or on
the Hong Kong Stock Exchange. From July 1998 to
December 2000, he served as the operations assistant,
project manager and department manager of Hangzhou
Gongshu Tax Agent Co., Ltd.* (A1 /N#t 22 5 55 6l =5 75 Fr),
primarily providing foreign investment clients with tax
consultancy services on import-export as well as general
business activities. From January 2001 to August 2004, he
served as a manager of Zhejiang Xinghe Certified Public
Accountants Co., Ltd.* (T THEAE SRR BER DR,
being the project manager on a number of projects
responsible for providing auditing, M&A due diligence and tax
consultancy services. In September 2004, he was the
founder of Hangzhou Mingde Certified Public Accountants
Co., Ltd.* (MMEAEEHEIEBHMBR AR, in which he
served as a partner primarily responsible for providing clients
with M&A financial due diligence and tax consultancy
services. In December 2011, he joined Zhejiang Puhua
Certified Public Accountants Co., Ltd.* (/T EHES TS/
FTEBRAF]) as a partner primarily responsible for the in-
house technical consultancy and quality reassurance of the
Company. In July 2015, he joined the Hangzhou office of
China Tax Advisory Company Group, an institutional alliance
on professional consultancy services with regards to
comprehensive aspects of finance, taxation and business
consultancy, as the managing partner responsible for matters
such as the management of the team of consultants in
Hangzhou as well as client development. He was an
independent director of Meidu Energy Co., Ltd.* (SEZBRETRAX
7 BBRAR]), a company listed on the Shanghai Stock Exchange
(stock code: 600175), during 2008 and 2014 as well as a
member to the audit committee and remuneration committee
thereof, participating in the formulation of material strategies
and the annual audit arrangements.
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Mr. Jiang Yan graduated from Hunan Tax College majoring in
foreign taxation in 1998. He became a member of the
Chinese Institute of Certified Public Accountants in 2000 and
was qualified as an independent director by the China
Securities Regulatory Commission in 2008.

Save as disclosed herein, to the best of the knowledge,
information and belief of the Directors having made all
reasonable enquiries, there are no other matters with respect
to the appointment of the Directors that needs to be brought
to the attention of the Shareholders and there was no
information relating to the Directors that is required to be
disclosed pursuant to Rules 13.51(2) or paragraph 41(3) of
Appendix 1A of the Listing Rules including matters relating to
directorship held by Directors in any public companies the
securities of which are listed on any securities market in
Hong Kong or overseas in the last three years.

SUPERVISORY COMMITTEE

The Supervisory Committee consists of three members, with
two representatives of Shareholders and one representative
of employees. The employee representative Supervisor is
elected democratically by the employees representative
congress, while Shareholder representative Supervisors are
elected by the Shareholders. The term of office of each
Supervisor is three years, which is renewable upon re-
election and re-appointment. The powers and duties of the
Supervisory Committee include reviewing and verifying
financial reports, business reports and profit distribution
proposals prepared by the Board; and if in doubt, appointing
certified public accountants and practicing auditors to re-
examine the Company'’s financial information; monitoring the
financial activities of the Company, supervising the
performance of the Directors, the president and other senior
management members, and monitoring whether they had
acted in violation of the laws, regulations and Articles of
Association in the performance of their duties; requesting the
Directors, the president and senior management members to
rectify actions which are detrimental to the Company's
interests; and exercising other rights given to them under the
Articles of Association. Each of the Supervisors has entered
into a service contract with the Group.
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SUPERVISORS

Mr. CHEN Xinhua (FR#7%), aged 54, is an employee
representative Supervisor and the head of the procurement
department of the Company. He joined the Group on 28
December 2009.

From January 1997 to May 2000, Mr. Chen Xinhua served as
the manager of the department of supplies of Zhejiang
Shengjie Environmental Engineering Co. Ltd.* (T TEHZIRIR
T B AF]) and was responsible for the overall departmental
management. From June 2000 to October 2001, he served
as the manager of technology transformation projects of
Tianjie Strip Steel Factory* (KZ#EL). From November
2001 to May 2003 and from January 2009 to December
2009, he served as the procurement manager and vice
general manager of procurement centre, respectively, of
TGL, and was responsible for the procurement of raw
materials. From June 2003 to December 2008, he served as
the vice general manager of Zhejiang Liyu Stainless Steel Co.
Ltd.* (I FT#8B R A ), and was responsible for
assisting the general manger in its overall operation.

Mr. Chen was graduated from Shaoxing Vocational
Secondary College* (4#AEMEE T EHZEEER) in July 1990
majoring in industrial enterprise management.

Mr. FU Jun (f819), aged 36, is a Shareholder representative
Supervisor. Prior to joining the Group on 18 October 2014,
Mr. Fu Jun joined the school of computer science and
information technology of Zhejiang Gongshang University (4
T TRAEE) in December 2009 and was appointed as a lecturer
in April 2010. He was promoted to become an assistant
professor in November 2013 responsible for teaching and
conducting research. Since June 2014, he has been working
as a supervisor to master students in which he is responsible
for supervising master students.

Mr. Fu Jun obtained a bachelor's degree of bio-medical
engineering from Zhejiang University (#/T A& in June 2004
and a doctorate degree in bio-medical engineering from
Zhejiang University ()T AX£8) in December 2009. He also
completed two years of minor studies in Japanese language
in Zhejiang University (#1/TAX2) in June 2003.
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Mr. FANG Zhiguo (538E), aged 39, is a Shareholder
representative Supervisor. Prior to joining the Group on 18
October 2014, he worked as a post-doctoral researcher in
environmental science and engineering at the Research
Centre for Eco-Environment Sciences of the Chinese
Academy of Sciences (FFBIRIEML A BEIRIBIAFTH L) from
August 2005 to August 2008, in which he was responsible
for conducting research. He joined the school of
environmental science and engineering of Zhejiang
Gongshang University (/T B X2 in August 2008 and
became an assistant professor since October 2009, in which
he is responsible for teaching and conducting research.

Mr. Fang Zhiguo obtained a master degree of science
majoring in ecology from Zhejiang University (3T A in
June 2002 and a doctorate degree in science majoring in
ecology from the Graduate School of the Chinese Academy
of Science (FERIZFTIFITLEPRT) (later renamed as the
University of Chinese Academy of Sciences (1 BIRIEFE K
&) in July 2005. He was a visiting scholar at the University
of Oklahoma in the United States from June 2006 to May
2008.

Except as disclosed herein, to the best of the knowledge,
information and belief of the Directors having made all
reasonable enquiries, there are no other matters relating to
the appointment of Supervisors that need to be brought to
the attention of the Shareholders, nor is there any information
relating to the Supervisors that is required to be disclosed
pursuant to Rule 13.51(2) of the Listing Rules including
matters relating to directorship held by Supervisors in any
public companies the securities of which are listed on any
securities market in Hong Kong or overseas in the last three
years.
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SENIOR MANAGEMENT

Mr. QIU Jinxin (BB #&), aged 54, is the general manager of
the Company appointed on 10 May 2014. He joined the
Group on 17 September 2012. Mr. Qiu Jinxin has
approximately 21 years of experience in the business of
provision of atmospheric pollution control solutions.

Mr. Qiu Jinxin worked as a technician and deputy director of
Zhuji City Fertiliser Factory* (FAEZm{LIERR) (being principally
engaged in the production and marketing of fertiliser) from
August 1983 to July 1993 in which he was responsible for
quality control and equipment management. From July 1993
to January 2006, he worked in TGL with the last position as
chief engineer, and he was responsible for the research and
development of environmental protection precipitator. He
worked as the general manager in Zhejiang Jieda
Environmental Protection Engineering Company Ltd* (412
EIRREB AR Q1)) (being principally engaged in the design,
production and installation of environmental protection
projects) from February 2006 to December 2008 in which he
was responsible for its overall management and operation.
From January 2009 to August 2012, he worked as the vice
general manager in Zhejiang Oriental Environmental
Protection Equipment Co., Ltd* (TR TIRFZEER A E)
which was principally engaged in the technology
development and marketing of environmental protection
equipments, and he was responsible for the overall
management and operation.

Mr. Qiu Jinxin has been the vice president of the fifth Council
of the Environmental Protection Industry Association of
Zhejiang Province* (MIERREXHEETEILEE) since
April 2013 and the deputy secretariat* (FI#Z &) of third
Council of Environmental Protection Industry Association of
Zhuji City* (BEMRGEREEXHSE-EEEE) since
December 2012. He has also been the standing council
member (152 %) of the ninth Council of Environmental
Science Association of Zhejiang Province* (4T T & IRIBEIEE
SENEEEE) since 17 April 2015. In December 2005, Mr.
Qiu was accredited as senior engineer by Assessment
Committee for Qualification of Senior Position for Mechanical
Engineering Technician of Zhejiang Province* (#7)T4& it T
BEMABSRBBERERTEEZESR). In July 2016, Mr.
Qiu Jinxin was included in the first batch of the expert list of
the expert database of Environmental Protection Industry
Association of Zhejiang Province* (i T A IRREEH D).
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Mr. WANG Weizhong (E{&), aged 45, has been the Board
secretary since 15 September 2014 and he joined the Group
on 1 April 2014. Mr. Wang Weizhong has approximately
seven years of experience in administration and personnel
management.

Mr. Wang Weizhong worked as a trainee teacher and a
teacher at Zhejiang Dongyang Second Senior High School*
(I ARBEHE —=AFE) from August 1991 to July 1992
and from August 1992 to May 2002 respectively.

Mr. Wang Weizhong worked at Zhejiang Ruans Pearl
Limited* (MIBtEE KRN AR A E]) (being principally
engaged in the pearl culture, processing and marketing as
well as the design of pearl jewellery) as the assistant of the
general manager from May 2002 to April 2008 and the
deputy general manager and the secretary to the board of
directors from April 2008 to June 2010 in which he was
responsible for the research and development of pearl
processing technology, and personnel management. From
July 2010 to March 2014, he worked as the vice president of
TGL and was responsible for the administration and
management.

Mr. Wang Weizhong completed four years of chemistry
studies in the Zhejiang Normal University (HT/IAIE0AEZ2) in
July 1991. He also completed a two-year advanced seminar
programme (=& MEIL) in business administration in
Zhejiang University (T AZ2) in September 2006.

Mr. Wang Weizhong completed a training course in relation
to the practice of board secretary by the Academy for
International Business Officials* (& EBEFIF L) in April
2005 and completed training for board secretary as
accredited by the Shenzhen Stock Exchange (FIIFEH
Ffr) in July 2009.
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Mr. FANG Bin (773&), aged 41, has been the chief financial
officer of the Company (“CFO") since 19 May 2016 and he
joined the Group on 3 January 2016. Mr. Fang Bin has
approximately thirteen years of experience in relation to
financial management, investment and corporate
governance.

Mr. Fang Bin was engaged with the assurance services of
PricewaterhouseCoopers from August 2004 to December
2005. From January 2006 to December 2010, he worked as
the manager in the transaction services of KPMG Advisory
(China) Ltd., with substantial project management
experiences covering various industry sectors such as
manufacturing, information technology, fast-moving
consumables, financial services and real estate.

Mr. Fang Bin served as the investment director and partner
of Hangzhou Puhua Investment Management Co. Ltd.,* (i1
MEELEEEARAR) from June 2011 to April 2014,
responsible for equity investment and post-investment
management.

Mr. Fang Bin served as the deputy financial controller of
MeiDu Energy Corporation* (GEEBEERALD AR A R]) from
May 2014 to December 2015, a company listed on the
Shanghai Stock Exchange (stock code: 600175) and primarily
engaged in oil and gas extraction, property development as
well as financial services. He was responsible for accounting,
financial reporting, corporate governance and merger and
acquisition of that company.

Mr. Fang Bin graduated from Jinan University (B2fAX2) in
1999 with a Bachelor of Economics (International Economics)
and subsequently obtained a Master of Commerce
(Accounting with Finance) from The University of Sydney in
Australia in 2003.

Ms. WU Fengdi (R Bl##), aged 34, is the financial manager
of the Company. She joined the Group and was appointed as
the financial manager of the Company on 28 December
2009. Ms. Wu Fengdi has approximately twelve years of
experience in accounting in the atmospheric pollution control
solutions industry. Ms. Wu Fengdi worked as the chief
accountant of TGL from April 2003 to December 2009 and
she was responsible for the financials and internal auditing of
TGL.

Ms. Wu Fengdi completed three years of studies in
accounting at Shaoxing University (43813 IR E3[7) in January
2008.
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Mr. YU Yunijie (R3E#7), aged 44, is the deputy general manager
of the Company and he joined the Group on 28 December
2009. He was appointed as the deputy general manager of
the Company on 3 May 2010, responsible for the operation
of the technology department, and the head of the
technology department of the Company from 28 December
2009 to 2 May 2010. Mr. Yu Yunjie has approximately nine
years of experience in the business of provision of
atmospheric pollution control solutions.

Mr. Yu Yunjie worked as the manager of the engineering
department and the assistant of the general manager of TGL
from January 2006 to December 2008, in which he was
responsible for installation of environmental protection
equipments, after-sale matters and liaison with buyers, and
as the manager of the engineering department and deputy
head of technology department of TGL from January to
November 2009 in which he was responsible for installation
of environmental protection equipments, after-sale matters
and liaison with buyers and personnel management and
technological matters respectively. Particularly, he focused
on supporting the technology of the business of provision of
atmospheric pollution control solutions carried on by TGL
prior to establishment of the Company in December 2009.

Mr. Yu Yunjie completed four years of studies in the Hefei
University of Technology (& BT % KX2) majoring in
machinery manufacturing craft and equipment in July 1999.
In December 2012, Mr. Yu Yunjie was accredited as senior
engineer by Assessment Committee for Qualification of
Senior Position for Mechanical Engineering Technician of
Zhejiang Province* (ITI & #ik TR A B 2 RBSERE
BAELZES).
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Mr. CHEN Jianguo (FR#Z[), aged 56, is the deputy general
manager of the Company. He joined the Group on 28
December 2009 and was appointed as the deputy general
manager of the Company on 3 May 2010. Mr. Chen Jianguo
has approximately 23 years of experience in the business of
provision of atmospheric pollution control solutions.

Mr. Chen Jianguo worked as a technician in Zhuji City
Industrial Environmental Protection Equipment Factory* (7
BHIERRRELM) (being principally engaged in
production and marketing of industrial environmental
protection equipment) from March 1991 to May 1995 in
which he was responsible for the research and development
of precipitators. From June 1995 to November 1998, Mr.
Chen Jianguo worked as the manager of engineering
department and assistant officer of technology department
of TGL and was responsible for supervising installation of
environmental protection equipments, after-sale matters and
liaison with buyers and organisation of technology related
matters respectively. From June 1995 to December 2009, he
worked as the head of the department of engineering and
installation of TGL and was responsible for the supervising
installation of environmental protection equipment’s, after-
sale matters and liaison with buyers. He has been working as
the general manager of Tianjie Installation Engineering since
December 2009 and is responsible for day-to-day operation
and management, and overall business management.

Mr. Chen Jianguo graduated from Zhuji County Tongshan
Community High School* (FAE%HE L ARQTHLER) in
Zhejiang Province in July 1977.
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JOINT COMPANY SECRETARIES

Mr. LAU Hon Kee (2/i#£) and Ms. SHEN Qiong (J18) are
the Company's joint company secretaries.

Mr. LAU Hon Kee (2//#E), aged 46, has been one of the
joint company secretaries of the Company since 1 November
2014 primarily responsible for the company secretarial
matters of the Group. Mr. Lau Hon Kee has over 16 years of
experience in the finance & accounting field.

Since March 2003, Mr. Lau Hon Kee has been the financial
controller and company secretary of Shandong Luoxin
Pharmaceutical Group Stock Co., Ltd.* (LLISRZER & EE K
B BBR7AR]), a company listed on the Stock Exchange (stock
code: 8058) and principally engaged in manufacturing and
distribution of pharmaceutical products. He is responsible for
accounting, financial reporting and corporate governance of
the company. He had served as an independent non-
executive director of Strong Petrochemical Holdings Limited
from November 2008 to December 2011, a company listed
on the Stock Exchange (stock code: 852) and principally
engaged in trading of oil products, of which worked as
chairman of audit committee responsible for corporate
governance. Mr. Lau Hon Kee is currently an independent
non-executive director of Dafeng Port Heshun Technology
Company Limited (a company listed on the Stock Exchange,
stock code: 8310) since May 2016, and Astrum Financial
Holdings Limited (a company listed on the Stock Exchange,
stock code: 8333) since June 2016.

Mr. Lau Hon Kee has been a certified public accountant of
the HKICPA since July 1999 and a certified public accountant
of the Certified Practising Accountants Australia since March
1999. He has also been a fellow member of the HKICPA
since December 2006.

Mr. Lau Hon Kee holds a bachelor's degree in commerce
from the Australian National University in Australia in April
1994 and a master’s degree in professional accounting from
Hong Kong Polytechnic University in October 2009.
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Ms. SHEN Qiong (}t#8), aged 32, has been one of the joint
company secretaries of the Company since 1 November
2014 primarily responsible for the company secretarial and
legal matters of the Group. She joined the Group in
September 2014 as a legal officer. Ms. Shen Qiong has
approximately eight years of legal experience in relation to
business operations.

Ms. Shen Qiong worked as a legal officer in Zhejiang Group
Net Industrial Co., Ltd* (NIHIFEEBR A AE]) (being
principally engaged in production and sales of environmental
protection equipment and machineries) from August 2006 to
December 2008 in which she was responsible for legal and
compliance matters. From January 2009 to August 2014, she
worked as a legal officer and the assistant to the manager in
TGL in which she was responsible for legal and compliance
matters.

Ms. Shen Qiong completed a long distance learning course
majoring in law from Southwest University of Political
Science & Law (FAFBUEAZ) in July 2008. She also
obtained a qualification certificate of assistant engineer in
municipal engineering issued by Zhuji City Personnel Bureau*
(&M AER) in April 2010.
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The Board is pleased to present the corporate governance
report of the Company.

CORPORATE GOVERNANCE

The Board is committed to upholding a high standard of
corporate governance and business ethics in the firm belief
that they are essential for enhancing investors’ confidence
and maximising shareholders’ returns. The Board reviews its
corporate governance practices from time to time in order to
meet the rising expectations of stakeholders, comply with
increasingly stringent regulatory requirements and fulfill its
commitment to excellence in corporate governance.

After reviewing the Company’'s corporate governance
practices and the relevant regulations of the Corporate
Governance Code and Corporate Governance Report (“CG
Code"”) as set out in Appendix 14 to the Listing Rules, the
Board is satisfied that the Company complied with the CG
Code provisions for the Year.

BOARD OF DIRECTORS

The Board is committed to providing an effective and
responsible leadership for the Company. The Directors,
individually and collectively, must act in good faith in the best
interests of the Company and the Shareholders. The Board
established three Board committees, being the Audit
Committee, the Remuneration Committee and the
Nomination Committee (each a “Board Committee” and
collectively the “"Board Committees”), to oversee different
areas of the Company's affairs.

The Board currently comprises three executive Directors,
namely Mr. Bian, Mr. Bian Weican and Ms. Bian Shu; three
non-executive Directors, namely, Mr. Bian Jianguang, Mr.
Zhang Yuanyuan and Ms. Zhu Hong; three independent non-
executive Directors, namely, Ms. Tam Hon Shan Celia, Mr.
Jiang Yan and Mr. Zhang Bing.

Their biographical details and their family relationships (where
applicable) are set out in the section headed “Biographies of
Directors, Supervisors and Senior Management” above in
this annual report. A list of the Directors identifying their
roles, functions and independence is available on the
Company’s website.
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Mr. Bian, an executive Director and the chairman of the
Board, is the brother of Ms. Bian Shu (an executive Director)
and the son of Mr. Bian Jianguang and the brother-in-law of
Mr. Zhang Yuanyuan (both are also non-executive Directors).
Save as disclosed herein, there are no other financial,
business, family or other material/relevant relationships
among the members of the Board.

The Company is committed to the view that the Board
should include a balanced composition of executive and non-
executive Directors (including independent non-executive
Directors) so that there is a strong element of independency
on the Board, which facilitates the effective exercise of
independent judgements in the course of decision-making.
The Company is also committed to the view that the
independent non-executive Directors should be of sufficient
number, calibre and experience for their views to carry
weight, and that they should be free of any business or other
relationship which could have interfered or potentially
interfere, to any material extent, with the exercise of
independent judgment for the purpose of assumptions of
directorship in the Company.

Mr. Bian is the chairman of the Board and the executive
Director, and is responsible for overseeing the strategic
planning, policy formulations as well as corporate
development of the Group as well as undertaking the
principal decision-making role in the supervision and
management of the Company's overall operations. The Board
meets regularly to consider, discuss and review the major
and appropriate issues that pertain to the operations of the
Company. As such, the Board considers that sufficient
measures have been taken and the vesting of the roles of
Board management and the management of day-to-day
business of the Company in Mr. Bian will not impair the
balance of power and authority. It is believed that the said
balance is ensured by the effective management of the
Board, of which the structure provides the Group with strong
and consistent leadership and allows for a more effective and
efficient business planning, decision making as well as
execution of long term business strategies.
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The Board sets the Group’s overall objectives and strategies,
monitors and evaluates its operating and financial
performance and reviews its corporate governance
standards. It also decides on matters such as annual and
interim results, major transactions, director appointments or
re-appointments, investment policies, dividend and
accounting policies. The Board has delegated the authority
and responsibility for implementing its business strategies
and managing the daily operations of the Group's businesses
to the executive Directors and the senior management of
which the members should report back and obtain prior
approval from the Board before making decisions or entering
into any commitments for and on behalf of the Group. In
compliance with the code provision D3.1 of the CG Code, the
functions and powers that have been delegated are reviewed
periodically to ensure that they remain appropriate to the
needs of the Group.

The Board is also responsible for developing, reviewing and
monitoring the policies and practices on corporate
governance and legal and regulatory compliance of the
Group, and the training and continuous professional
development of the Directors and senior management. The
Board also reviews the disclosures herein to ensure
compliance.

All Board members have separate and independent access to
the Group’s senior management to fulfill their duties.
Independent professional advice can be sought to assist the
relevant Directors to discharge their duties at the Group's
expense upon their request. Since November 2015, all
Directors have been provided with monthly updates on the
Company’s performance and financial position to enable the
Board as a whole and each Director to effectively discharge
their duties.

All Directors are required to declare to the Board upon their
first appointment of directorships or other positions
concurrently held in other companies or organisations. These
interests are updated on an annual basis and when
necessary.
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DIRECTORS’ CONTINUOUS TRAINING
AND PROFESSIONAL DEVELOPMENT

All Directors are aware of their responsibilities to the
Shareholders and have exercised their duties with care, skill
and diligence, in pursuit of the development of the Group.
Every newly appointed Director receives an induction to
ensure that he has a proper understanding of the business
and operations of the Group and that he is fully aware of his
duties and responsibilities as a director under applicable rules
and requirements.

In compliance with paragraph A.6.5 of the CG Code, during
the Year, the Company, together with its legal adviser,
organised training sessions to each of the Directors in
relation to continuing obligations of a Hong Kong listed
company and its directors. In addition, briefings and updates
on the latest development regarding the Listing Rules and
other applicable regulatory requirements are provided to each
of the Directors during Board meetings to ensure compliance
and enhance their awareness of good corporate governance
practices.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The role of the independent non-executive Directors is to
provide independent and objective opinions to the Board,
giving adequate control and balances for the Group to protect
the overall interests of the shareholders and the Group. They
serve actively on the Board and Board Committees to provide
their independent and objective views.

In compliance with Rules 3.10(1) and 3.10A of the Listing
Rules, the Company appointed three independent non-
executive Directors, representing more than one-third of the
Board. One of the independent non-executive Directors has
the appropriate professional qualifications in accounting or
related financial management expertise as required by Rule
3.10(2) of the Listing Rules.

Each independent non-executive Director has submitted an
annual confirmation in writing on his/her independence to the
Company for the Year pursuant to Rule 3.13 of the Listing
Rules. Based on the contents of such confirmations, the
Company considers that all independent non-executive
Directors are independent and free of any relationship that
could materially interfere with the exercise of their
independent judgement.
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NON-EXECUTIVE DIRECTORS

The Group has three non-executive Directors, being Mr. Bian
Jianguang, Mr. Zhang Yuanyuan and Ms. Zhu Hong. At the
annual general meeting convened for the year ended 31
December 2015 and held on 1 June 2016, Mr. Bian
Jianguang and Mr. Zhang Yuanyuan were re-appointed and
Ms. Zhu Hong was newly appointed for a term commencing
from the respective effective dates of their appointment until
the day on which the next general meeting of the
Shareholders for re-election of Directors is held.

Details of the biographies of Mr. Bian Jianguang, Mr. Zhang
Yuanyuan and Ms. Zhu Hong are set out in the section
headed “Biographies of Directors, Supervisors and Senior
Management” above in this annual report. Directors
emoluments for Non-executive Directors are set out in note
8 to the Financial Statements.

BOARD COMMITTEES

The Board is supported by a number of committees,
including the Audit Committee, Nomination Committee and
Remuneration Committee. Each Board Committee has its
defined and written terms of reference approved by the
Board covering its duties, powers and functions. Their terms
of reference are available on the Company's website.

All Board Committees are provided with sufficient resources
to discharge their duties, including access to management or
professional advice if considered necessary.

(i) Audit Committee

The Audit Committee was established with terms of
reference in compliance with Rule 3.21 of the Listing
Rules as well as paragraph C.3 of the CG Code. The
Audit Committee consists of three independent non-
executive Directors, namely Ms. Tam Hon Shan Celia,
Mr. Jiang Yan and Mr. Zhang Bing. Ms. Tam Hon Shan
Celia, who has appropriate professional qualifications
and experience in accounting matters, was appointed
as the chairman of the Audit Committee.
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(ii)

The principal responsibilities of the Audit Committee
are to assist the Board in providing an independent
view of the effectiveness of the financial reporting
process, internal control and risk management systems
and relationship with external auditor of the Group,
oversee the audit process and perform other duties and
responsibilities as assigned by the Board. These include
reviewing the Group's interim and annual reports.

Pursuant to the meeting of the Audit Committee on 28
March 2017, the Audit Committee has reviewed the
consolidated financial statements of the Group for the
Year (“Financial Statements”), including the
accounting principles and practices adopted by the
Group, the report prepared by the external auditor
covering major findings in the course of the audit, and
the selection and appointment of the external auditor.
During the Year, two meetings of the Audit Committee
were held. The respective attendance records of
individual committee members are set out below:
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Attendance/

Number of

meetings

Name of member REETRE HIE SRR E
Ms. Tam Hon Shan Celia EEM A 2/2
Mr. Jiang Yan =20E 2/2
Mr. Zhang Bing RIRE A 2/2

Remuneration Committee

The Remuneration Committee was established with
terms of reference in compliance with Rule 3.25 of the
Listing Rules as well as paragraph B.1 of the CG Code.
The Remuneration Committee comprises three
Directors, namely Mr. Jiang Yan (independent non-
executive Director), Mr. Zhang Bing (independent non-
executive Director) and Ms. Zhu Hong (non-executive
Director). Mr. Jiang Yan is the chairman of the
Remuneration Committee.

(ii)
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The principal responsibilities of the Remuneration
Committee are to review and make recommendations
to the Board on the overall remuneration structure and
policy for all Directors and senior management as well
as the specific remuneration packages for the executive
Directors and senior management and on the
establishment of a formal and transparent process for
developing such remuneration policy. No Director takes
part in any discussion on his own remuneration. The
Company’s objective for its remuneration policy is to
maintain fair and competitive packages based on
business requirements and industry practice. In order
to determine the level of remuneration and fees paid to
the members of the Board, market rates and factors
such as each Director’'s workload, performance,
responsibility, job complexity and the Group's
performance are taken into account.

Pursuant to the meeting of the Remuneration
Committee on 28 March 2017, the Remuneration
Committee reviewed the remuneration policy and
structure relating to, as well as the respective service
contracts/letters of appointment of, the Directors and
senior management of the Company.

During the Year, one meeting of the Remuneration
Committee was held. The respective attendance
records of individual committee members are set out
below:
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Attendance/

Number of

meetings

Name of member 3=E% 1 HEEFRE
Mr. Jiang Yan =20E 1/
Mr. Zhang Bing RIRE A 1/
Ms. Zhu Hong SR 1N

The remuneration of members of the senior
management of the Group for the Year are set out in
note 8 to the Financial Statements.
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(i) REEESE

(iii) Nomination Committee

The Nomination Committee was established with
terms of reference in compliance with paragraph A.5 of
the CG Code and comprises three Directors, namely
Mr. Zhang Bing (independent non-executive Director),
Ms. Tam Hon Shan Celia (independent non-executive
Director) and Ms. Bian Shu (executive Director). Mr.
Zhang Bing is the chairman of the Nomination
Committee.

The principal responsibilities of the Nomination
Committee are to review the composition of the Board,
including its structure, size and diversity, at least
annually to ensure that it has a balance of expertise,
skills and experience appropriate to the requirements
of the business of the Group. It is also responsible for
considering and recommending to the Board any
suitably qualified person to become a member of the
Board, monitoring the succession planning of Directors
and assessing the independence of independent non-
executive Directors. The Nomination Committee also
gives consideration to the board diversity policy
adopted by the Board in March 2015 (“Board Diversity
Policy”) when identifying suitably qualified candidates
to become the members of the Board, and the Board
reviews the Board Diversity Policy, so as to develop
and review measurable objectives for the
implementation of the same and to monitor the
progress on achieving these objectives.

Pursuant to the meeting of the Nomination Committee
on 28 March 2017, the Nomination Committee
reviewed the structure, size and composition of the
Board and assessed the independence of the
independent non-executive Directors. During the Year,
one meeting of the Nomination Committee was held.
The respective attendance records of individual
committee members are set out below:
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Name of member REBRE HE SERE
Mr. Zhang Bing RS- A
Ms. Tam Hon Shan Celia EiESiean 1/1
Ms. Bian Shu Bt 1/1
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out
in paragraph D.3.1 of the CG Code.

The Board has reviewed the Company’'s corporate
governance policies and practices, training and continuous
professional development of Directors and senior
management, and the Company’s policies and practices on
compliance with legal and regulatory requirements, the
extent of compliance of the Company with the “Model Code
for Securities Transactions by Directors of Listed Issuers”
under Appendix 10 to the Listing Rules (“Model Code") and
the CG Code as well as the relevant disclosures herein.

BOARD PROCEEDINGS

Pursuant to the Articles of Association, the Board is required
to hold at least four Board meetings each year, to be
convened and hosted by the chairman of the Board. A notice
of at least fourteen days shall be dispatched for a regular
Board meeting. The notice shall state the time and venue
coupled with the means by which the Board meeting will be
convened at least three days before the relevant meeting.

The quorum for a Board meeting is the presence of at least
half of the total number of the Directors. A Director may
attend the Board meeting in person, or appoint another
Director in writing as his proxy to attend the Board meeting.
The secretary to the Board is responsible for preparing and
keeping the minutes of Board meetings and ensuring that
such minutes are available for inspection by any Director.

During the Year, six Board meetings were held and the
respective attendance records of individual Board members
are set out below:

SRR

EXgRERTLEEARATAEDIIRMEN
BLRE -

EFECRIARANERERARREESR - &
ENEAETEENEIINSEREEER - AT
HEETAEMEERTETENBRRER - A0
BT EmARRMSE T AE I EMBETAES
EITEFZHHRETRD (REFR ) R
BIAST AR BN RAEARRE N AERIEE -

EEERERR

REBEMERMAA  EFEFFARTHRIARX
HEFEIRAMREIRNEFTE SR EFS
EHERBRLELTORAMN  ZBHARE
EZEERRTIRI=ZKRIACGHEETSIHN

RefE ~ B N7 R e

EXECRNETABELREFTREN —F -
EXAUROGHFESSEH  INBARARE
AEERERZRRLFESTESH EFS
WERBRULBHFEFS R - WHERZ
FeRmmk A I ESER -

RAEE BFESGETANREGH  BHEFEK
8%

& AR ERCERESIIN T

Attendance/

Number of

meetings

Name of Director EEEB HESFRE
Mr. Bian Yu BFRE 6/6
Mr. Bian Weican BEBRTE 6/6
Ms. Bian Shu Bkt 6/6
Mr. Bian Jianguang BENTE 6/6
Mr. Zhang Yuanyuan ERER%E 6/6
Ms. Zhu Hong AR Gun 6/6
Ms. Tam Hon Shan Celia EE 6/6
Mr. Jiang Yan E=254 6/6
Mr. Zhang Bing RIR LA 6/6
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GENERAL MEETINGS

During the Year, the Company convened one annual general
meeting and one extraordinary general meeting which were
held on 1 June 2016 and 20 September 2016, respectively.
The respective attendance records of individual Board
members are set out below:
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Attendance/

Number of

meetings

Name of Director EEER HE/EFBRE
Mr. Bian Yu BEEE 2/2
Mr. Bian Weican BEBRE 2/2
Ms. Bian Shu IRt 2/2
Mr. Bian Jianguang BENEAE 2/2
Mr. Zhang Yuanyuan EREREAE 212
Ms. Zhu Hong ENAR G 2/2
Ms. Tam Hon Shan Celia EEM T 212
Mr. Jiang Yan E=25E 2/2
Mr. Zhang Bing SRR A 2/2

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Pursuant to the Articles of Association, Directors shall be
subject to election at the Company's annual general
meetings with a term of office of three years and may be re-
elected. The Company has implemented a set of effective
procedures for the appointment of new Directors. The
Nomination Committee shall, in accordance with provisions
of the relevant laws and regulations and the Articles of
Association, take into account the practical situations of the
Company, consider the selection criteria, selection
procedures and terms of office of the Directors, and record
and submit the resolutions to the Board for approval. All
newly nominated Directors are subject to election and
approval at general meetings.
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BOARD DIVERSITY POLICY

The Board adopted the Board Diversity Policy in March 2015.
The Company recognises and embraces the benefits of
having a diverse Board to enhance the quality of its
performance. Selection of candidates is based on a range of
diversity perspectives, including but not limited to gender,
age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of
service. The ultimate decision is based on merit and
contribution that the selected candidates is expected to bring
to the Board.

SUPERVISORY COMMITTEE

The Supervisory Committee consists of three members. The
employee representative Supervisor, namely Mr. Chen
Xinhua, was elected by employees, whilst the remaining two
Supervisors were elected by the Shareholders. Mr. Chen
Xinhua entered into a service contract with the Company on
1 June 2016, and each of Mr. Fu Jun and Mr. Fang Zhiguo
signed a letter of appointment on 18 October 2014. Pursuant
to the Articles of Association, the term of office of the
Supervisors shall be three years. The functions and duties of
the Supervisory Committee include, but are not limited to,
reviewing and verifying financial reports and, if in doubt,
appointing certified public accountant and practicing auditor
to re-examine the Company’s financial information;
monitoring the business activities of the Company;
supervising the performance of the Directors, the chairman
of the Board and other senior management members, and
monitoring whether they had acted in violation of the laws,
regulations and Articles of Association in the performance of
their duties; requesting the Directors, the chairman of the
Board and senior management members to rectify actions
which damage the Company's interests; and exercising other
rights given to them under the Articles of Association.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Group adopted the Model Code as the code of conduct
on securities transactions entered into by the Directors and
Supervisors, in order to govern such transactions. Having
made specific written enquiries, all Directors and Supervisors
confirmed their compliance with the provisions under the
Model Code throughout the Year.
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JOINT COMPANY SECRETARIES

Mr. Lau Hon Kee and Ms. Shen Qiong are the joint company
secretaries of the Company.

Being the joint company secretaries, Mr. Lau and Ms. Shen
serve an important role in ensuring good information flow
within the Board and that the Board policies and procedures
are followed. Both of them are responsible for advising the
Board on corporate governance matters and facilitating
induction and professional development of Directors.

During the Year, the joint company secretaries of the
Company complied with the relevant professional training
requirement under Rule 3.29 of the Listing Rules. The
biographical details of each of the said joint company
secretaries are set out in the section headed “Biographies of
Directors, Supervisors and Senior Management” above in
this annual report.

FINANCIAL REPORTING AND INTERNAL
CONTROL

Financial reporting

The Board acknowledges its responsibility to prepare the
Financial Statements which give a true and fair view of the
Group's state of affairs, results and cash flows for the Year
and in accordance with the Hong Kong Financial Reporting
Standards issued by the HKICPA, and the disclosure
requirements under the Companies Ordinance (Cap. 622 of
the Laws of Hong Kong). The Company selected appropriate
accounting policies and applied them consistently based on
prudent and reasonable judgments and estimates. The Board
considers that the Group has adequate resources to continue
in business for the foreseeable future and is not aware of any
material uncertainties relating to any events or conditions
that may affect the business of the Group or cast doubts on
its ability to continue as a going concern.

The responsibilities of Ernst & Young, the Company's
external auditor, with respect to financial reporting are set
out in the section headed “Independent Auditors’ Report”
below in this annual report.
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INTERNAL CONTROL AND RISK
MANAGEMENT

The Board is responsible for the establishment and
development of the internal control and risk management
framework, as well as the regular review of the internal
control procedures and policies and risk management
practices of the Group. The Audit Committee is responsible
for advising on and overseeing the internal control and risk
management issues, and assuming an active role in
communicating the best practice in the aforesaid issues to
the Directors and senior management of the Group. The
senior management members are responsible for the
execution of internal control policies and procedures as well
as risk assessment practices implemented by the Group.
Amid the Group’s set-up of its internal audit department, the
CFO and the joint company secretaries of the Group are
currently carrying out the internal audit function and assisting
the Board and senior management to review, maintain and
advise on the internal control and risk management
framework and the implementation of the relevant policies,
procedures and practices of the Group.

The Group's risk management practices are to manage the
risks that it internally and externally encounters. With the
assistance of the whistle blowing policies to be adhered to
by all staff, the Group's risks could be kept at a manageable
level.

During the Year, the Board or its representatives conducted a
regular walk-through examination on internal controls and risk
management throughout the Group, including analysing the
internal control and risk management system as a whole,
interviewing and discussing with managers on issues in
which their respective departments were involved, assessing
on the effectiveness of policies, procedures and practices,
and taking advices from the joint company secretaries and
CFO.
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The Company has plans for submission of an application for
listing of its Shares on the Shanghai Stock Exchange and, for
such purpose, an external consultant was engaged during
the Year to review the internal control and risk management
framework. During the said review, the overall internal
control and risk management framework were assessed,
with several recommendations made to the Board and senior
management.

The Board also carried out an annual review of the enhanced
internal control policies and procedures as well as risk
management practices of the Group in accordance with
paragraph C.2.1 of the CG Code, including financial, operational
and compliance controls as well as risk management functions
of the Group. During the Year, the Board reviewed the
effectiveness of the Group’s internal control policies and
procedures as well as risk management practices, and
considered that they are adequate and effective.

The Board, the Audit Committee, the Company's senior
management will continue to review the relevant policies,
procedures and practices in order to maintain a high level of
corporate governance over the operation of the Group.

EXTERNAL AUDITOR AND AUDITOR'’S
REMUNERATION

Ernst & Young has been appointed as the external auditor of
the Company.

During the Year, the fees to Ernst & Young in respect of its
annual audit services provided to the Group was RMB1.48
million.

There was no disagreement between the Board and the
Audit Committee on the selection and appointment of the
external auditor during the Year.
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COMMUNICATION WITH SHAREHOLDERS
AND SHAREHOLDERS' RIGHTS

The Company aims to, by virtue of its corporate governance
structure, enable all Shareholders an equal opportunity to
exercise their rights in an informed manner and allow them
to engage actively with the Company. Under the Articles of
Association, the shareholder communication policy and other
relevant internal procedures of the Company, the
Shareholders enjoy, among others, the following rights:

(i)

(ii)

54

Participation in general meetings

The general meetings of the Company provide an
opportunity for direct communication between the
Board and the Shareholders. The Company encourages
the participation of the shareholders through annual
general meetings and other general meetings where
the Shareholders meet and exchange views with the
Board, and to exercise their right to vote at meetings.
The Company shall arrange notices of meetings and
circulars containing details on proposed resolutions to
be sent to the shareholders no less than 45 days before
the meeting. At general meetings, separate resolutions
are proposed on each substantial issue, including the
election of individual Directors.

Enquiries and proposals to the Board

The Company encourages Shareholders to attend
Shareholders’ meetings and make proposals by either
directly raising questions on both operational and
governance matters to the Board and Board
Committees at the general meetings or providing
written notice of such proposals for the attention of the
Company secretary at the registered office of the
Company in the PRC currently at Yangfu Village, Paitou
Town, Zhuji City, Zhejiang Province, the PRC, the
principal place of business in Hong Kong at 22/F, World-
wide House, 19 Des Voeux Road Central, Hong Kong
or via email to keithvingolau@gmail.com.

Zhejiang Tengy Environmental Technology Co., Ltd
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Convening extraordinary general meetings

Pursuant to the Articles of Association, the Board shall
convene an extraordinary general meeting or class
meeting within two months where any Shareholder
holding, severally or jointly, 10% or more of the
Company's issued shares carrying voting rights
requests in writing for the convening of an extraordinary
general meeting or class meeting. The Shareholders
holding, severally or jointly, 10% or more of voting
shares at such proposed meeting may request the
Board to convene an extraordinary general meeting or
class meeting by signing and submitting one or several
written requests with the same format and contents
and specifying the agenda of the meeting. An
extraordinary general meeting or class meeting shall be
convened by the Board as soon as practicable upon
receipt of the aforesaid written request. The aforesaid
shareholding shall be calculated on the basis of the
date on which the relevant Shareholders submit the
written request. If the Board fails to dispatch a notice
of convening such meeting within 30 days upon receipt
of the aforesaid written request, the Shareholders
individually or jointly holding 10% or more of the shares
of the Company may convene such a meeting by
themselves within four months of the date of the
receipt of such request by the Board. The procedures
for convening such meeting should follow those for
convening a general meeting or class meeting of
Shareholders by the Board to the greatest extent
practicable.

All reasonable expenses incurred for the purpose of
convening and holding the aforesaid meeting by
Shareholders due to the failure of the Board to hold
such meeting in response to the aforesaid request shall
be borne by the Company. Such expenses shall be
deducted from the amounts due by the Company to
the Director(s) who have defaulted their duties.
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(iv) Procedures for putting forward proposals at
a general meeting

In overseeing and monitoring the business operation of
the Company, the Shareholders have the right to put
forward proposals and raise inquiries. Shareholders
individually or together holding 3% or more of the
Company's voting Shares have the right to put up ad-
hoc proposals in writing to the Company ten days
before the holding of the general meeting, and the
Company shall include such ad-hoc proposals into the
agenda for such general meeting.

The contents of the proposals to be raised shall be
within the scope of duties of the general meetings. It
shall have a clear topic and specific matters to be
resolved on, and shall be in compliance with relevant
requirements of the laws, administrative regulations
and the Articles of Association.

CONSTITUTIONAL DOCUMENTS

In 2016, certain amendments were made to the Articles of
Association in connection with the relevant articles of general
provisions, mission and scope of business and composition
of board of directors to reflect the needs of the Company’s
development after Listing. These amendments were duly
passed by the Shareholders at the extraordinary general
meetings of the Company held on 20 September 2016. For
details of the amendments to the Articles of Association,
please refer to the announcements and circulars of the
Company dated 5 August 2016. Save as disclosed above,
there was no change in the Articles of Association during the
Year.

The Articles of Association are available on the respective
websites of the Stock Exchange and the Company.

b6 Zhejiang Tengy Environmental Technology Co., Ltd
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The Directors are pleased to present the annual report
together with the audited consolidated financial statements
of the Group for the Year.

PRINCIPAL ACTIVITIES

The Company is a well-established integrated atmospheric
pollution control solution provider, with a primary focus on
particulate emission control by offering mega-size
precipitators to customers in various industries. During the
Year, the Group mainly offers three types of precipitators:
electrostatic precipitators, bag filter precipitators and
electrostatic-bag composite precipitators.

The principal activities and other particulars of the Company’s
subsidiaries are set out in note 1 to the Financial Statements.

FINANCIAL POSITION AND RESULTS

The Group’s financial position as at 31 December 2016 and
the Group's profit for the Year are set out in the section
headed “Financial Highlights” above in this annual report.

A discussion and analysis of the Group’s performance during
the Year and the key factors affecting its financial position
and results are set out in the section headed “Management
Discussion and Analysis” above in this annual report.

FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for
the last five financial years is set out in the section headed
“Five-Year Financial Summary” below in this annual report.
This summary does not form part of the audited Financial
Statements.

DIVIDENDS

The Board does not recommend the payment of final
dividends for the Year.
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CONNECTED TRANSACTIONS RERXS

(I) Particulars of the transactions mn ZEHB
Hereinbelow are a list of the connected transactions TREFHIANAR S AREBER E A B EEEGE
entered into by the Company or members of the Group FHEIN TR EMBBENEESS B
with connected parties that continued upon Listing and THERBEAE—FRFALA-_F+MA
were disclosed in the prospectus dated 24 September METMEREOBRER((BRER]) S
2015 prepared for the purpose of the Listing W MITRBEARFERISITAAENIE I
("Prospectus”) with no further changes after 7 = At EE & o

implementation except as provided herein otherwise.

Description of the transactions Inquiry Index
SEgM BE#H R

On 25 April 2015, the Company, as lessor, entered into a tenancy  For further details regarding the
agreement ending on 31 December 2017 with Tianjie New  Tianjie New Materials Tenancy
Materials, as lessee and a wholly-owned subsidiary of TGL, for ~ Agreement, please refer to the
industrial use relating to the production and processing of goods section headed “Connected
(“Tianjie New Materials Tenancy Agreement”). Reason for  Transactions” in the Prospectus.
entering into the Tianjie New Materials Tenancy Agreement was

that the plant on the said premises is unsuitable for manufacturing

of large-scale production equipments, therefore the Company

leased the plant to Tianjie New Materials for manufacturing its

products in return for rental income. The annual rental payable to

us under the Tianjie New Materials Tenancy Agreement was

determined on normal commercial terms with reference to, and

was reviewed by professional surveyors and valuers independent

of the Group to be fair, reasonable and consistent with, the

prevailing market rates of similar properties in the locality. The

amount of total rental income from Tianjie New Materials for the

Year is included in note 29(a) to the Financial Statements. The

Group terminated the Tianjie New Materials Tenancy Agreement

with Tiangie New Materials on 1 July 2016.
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Description of the transactions Inquiry Index
ESp BHHRREI

On 25 April 2015, the Company, as lessee, entered into a tenancy  For further details regarding the
agreement ending on 31 December 2017 with Zhejiang Qinuo  Zhejiang Qinuo Office Lease
Machinery Co., Ltd* (1T & #% # # A fR A 7], “Zhejiang Qinuo”) Agreement, please refer to the
(formerly known as Zhejiang Jiasheng New Materials Co., Ltd.* (#i section headed “Connected
I 5= B ¥ M BB R R 7)), as lessor and a non wholly-owned — Transactions” in the Prospectus.
subsidiary of TGL, for use as office premises and planned for

production purpose (“Zhejiang Qinuo Office Lease Agreement”).

Reason for entering into the Zhejiang Qinuo Office Lease Agreement

was that the Company mainly used the said premises as its office

and for planned production purposes, and any relocation would

cause unnecessary costs and disruption. The annual rental payable

by us under the Zhejiang Qinuo Office Lease Agreement was

determined on normal commercial terms with reference to, and was

reviewed by professional surveyors and valuers independent of the

Group to be fair, reasonable and consistent with, the prevailing

market rates of similar properties in the locality. The Company would

have the right to renew the lease under the Zhejiang Qinuo Office

Lease Agreement subject to compliance with all applicable laws and

regulations of the PRC as well as the requirements under the Listing

Rules. The lessor also granted us an option to purchase the premises

subject to the terms of the lease, and such option is exercisable in

whole or in part with respect to such premises. The price of

purchase, where applicable, of the premises shall be the higher of (i)

the fair market value of the relevant premises at the time of exercise

of the option and (i) an amount calculated by reference to the net

book value of the relevant premises at the time of commencement

of the lease, the rental amount, the leasing period as well as the

Group’s financing costs. The amount of total rental payment to

Zhejiang Qinuo for the Year is included in note 29(a) to the Financial

Statements. The Group terminated the Zhejiang Qinuo Office Lease

Agreement with Zhejiang Qinuo on 1 May 2016.
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Description of the transactions

BRI

Inquiry Index
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On 25 April 2015, the Company, as lessee, entered into a tenancy
agreement ending on 31 December 2017 with TGL, as lessor and
the holding company of the Group, with respect to the office
premises with a gross floor area of approximately 2,700 sg.m.
situated at Xinle Village and Xinsheng Village, Paitou Town, Zhuji
City, Zhejiang Province, the PRC (“TGL Office Building”) for use
as office building ("TGL Office Lease Agreement”). Reason for
entering into the TGL Office Lease Agreement was that the
Company commenced the use of the TGL Office Building three
years ago mainly as its office, and any relocation would cause
unnecessary costs and disruption. The annual rental payable by the
Company under the TGL Office Lease Agreement was determined
on normal commercial terms with reference to, and was reviewed
by professional surveyors and valuers independent of the Group to
be fair, reasonable and consistent with, the prevailing market rates
of similar properties in the locality. The Company would have the
right to renew the lease under the TGL Office Lease Agreement
subject to compliance with all applicable laws and regulations of
the PRC as well as the requirements under the Listing Rules. The
lessor also granted the Company an option to purchase the TGL
Office Building subject to the terms of the lease under the TGL
Office Lease Agreement, and such option is exercisable in whole
or in part with respect to such premises. The price of purchase,
where applicable, of the TGL Office Building shall be the higher of
(i) the fair market value of the relevant premises at the time of
exercise of the option and (ii) an amount calculated by reference to
the net book value of the relevant premises at the time of
commencement of the lease, the rental amount, the leasing period
as well as the Group’s financing costs. The amount of total rental
payment to TGL for the Year is included in note 29(a) to the
Financial Statements. The Group expects the total rental fees
payable to TGL in 2017 under the TGL Office Lease Agreement to
be approximately RMB250,000.
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For further details regarding the
TGL Office Lease Agreement,
please refer to the section headed
“Connected Transactions” in the
Prospectus.
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Description of the transactions Inquiry Index
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On 25 April 2015, the Company, as lessee, entered into a tenancy  For further details regarding the
agreement ending on 31 December 2017 with TGL, as lessor and  TGL Industrial Lease Agreement,
the holding company of the Group, with respect to the factory please refer to the section headed
premises with a gross floor area of approximately 46,700 sq.m.  “Connected Transactions” in the
situated at Tengy Industrial Park, Xinle Village and Xinsheng Village, = Prospectus.

Paitou Town, Zhuji City, Zhejiang Province, the PRC (“TGL

Industrial Building”) for industrial use (“TGL Industrial Lease

Agreement”). Reason for entering into the TGL Industrial Lease

Agreement was that the Company commenced the use of the TGL

Industrial Building three years ago mainly for industrial use, and any

relocation would cause unnecessary costs and disruption. The

annual rental payable by the Company under the TGL Industrial

Lease Agreement was determined on normal commercial terms

with reference to, and was reviewed by professional surveyors and

valuers independent of the Group to be fair, reasonable and

consistent with, the prevailing market rates of similar properties in

the locality. The Company would have the right to renew the lease

under the TGL Industrial Lease Agreement subject to compliance

with all applicable laws and regulations of the PRC as well as the

requirements under the Listing Rules. The lessor also granted the

Company an option to purchase the TGL Industrial Building subject

to the terms of the lease under the TGL Industrial Lease

Agreement, and such option is exercisable in whole or in part with

respect to such premises. The price of purchase, where applicable,

of the TGL Industrial Building shall be the higher of (i) the fair

market value of the relevant premises at the time of exercise of

the option and (i) an amount calculated by reference to the net

book value of the relevant premises at the time of commencement

of the lease, the rental amount, the leasing period as well as the

Group’s financing costs. The amount of total rental payment to TGL

for the Year is included in note 29(a) to the Financial Statements.

On 15 March 2017, the Company entered into an asset acquisition

agreement with TGL, pursuant to which the Company conditionally

agreed to acquire the TGL Industrial Building from TGL. This

transaction is scheduled to complete in May 2017 (as per note 33

to the Financial Statements), upon which the TGL Industrial Lease

Agreement will be terminated.
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On 25 April 2015, the Company entered with TGL, the holding
company of the Group, into a power supply agreement ending on
31 December 2017 (“TGL Power Supply Agreement”), under
which TGL would procure supply of electricity to the Company in
the premises on lease from TGL under the TGL Office Lease
Agreement and the TGL Industrial Lease Agreement in relation to
daily operation of the Company’s office as well as the
manufacturing and processing of goods which include the outer
casings of the precipitators. Reason for entering into the subject
agreement was that the Company commenced the use of the
premises under the TGL Office Lease Agreement and the TGL
Industrial Lease Agreement three years ago, and such premises
are owned by TGL and accordingly the power supply services
registered with the relevant power enterprises are in the name of
TGL. In light of the foregoing circumstances, any procurement for
alternate source of power supply would cause unnecessary costs
and disruption. Whilst no additional costs would be charged by
TGL, the amount payable by the Company under the TGL Power
Supply Agreement for the provision of electricity supply was
determined on with reference to the fee scale implemented by the
PRC Government. Payment would be furnished to TGL on a cost
basis on 25th day of each calendar month in accordance with the
actual amount of electricity consumed by the Company of that
particular month, and such consumption amount should be
confirmed by both parties to the TGL Power Supply Agreement by
jointly inspecting the readings on the relevant meters on 5th day of
each calendar month. The amount of total utility payment to TGL
for the Year is included in note 29(a) to the Financial Statements.
The Group expects the total utility fees payable to TGL in 2017
under the TGL Power Supply Agreement to be capped at
approximately RMB3,800,000.
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HEHEALRAR=ZFRFRBERTGLHEAEHEWZE L TGL TEM
EMETHWE  ZSYWEATGLES  WEHBE I ESTH
HERBETIATGLM B ERETT - BRI - BEEESTREMES
IR - BEETVERKARRERERTE - TGL T WEVEINK
Ao MARBRIBETGLEEWZ M E NEEEMNNGRE IR EFEH
BIFSHITHERGEET - ARAERESAEREEENESEE
REBRIERAMTGLENEE  MEEEEATGLHERETL
EFAEFREBEAESRALREBENABEERESEER - XFEHM
JERITGLS AR EXBREESE NI B REMFE29(@) - AEE
FEHR Tt FREBETGLEHERZEN TTGLNAAEEERAR
2B R4 A ARE 3,800,000 7T ©

For further details regarding the
TGL Power Supply Agreement,
please refer to the section headed
“Connected Transactions” in the

Prospectus.

BERTGLHEMENELFIE
SHBERER [HEXS | —f -
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FEEHE
Description of the transactions Inquiry Index
ESp BHHRREI

On 25 April 2015, the Company, as purchaser, entered with Tianjie  For further details regarding the
General Machinery, as service provider and the wholly-owned  Processing Services Agreement,
subsidiary of TGL, into a processing service agreement ending on  please refer to the section headed
31 December 2017 (“Processing Services Agreement”), under  “Connected Transactions” in the
which Tianjie General Machinery agreed to provide processing  Prospectus.

services such as the processing of steel to the Group. Reason for

entering into the Processing Services Agreement was that Tianjie

General Machinery has been providing the Company with

processing services of consistent quality since January 2012 and

that Tianjie General Machinery is familiar with the Group's products

and requirements. Further, due to the geographical proximity

between Tianjie General Machinery and us, the transportation

costs are relatively low. In light of the foregoing circumstances, the

Directors considered it would be in the interests of the Group to

continue its relationship with Tianjie General Machinery on sourcing

of such processing services therefrom upon the Listing. The

amount payable by the Company under the Processing Services

Agreement would be ascertained through its regular contacts with

independent suppliers in order to keep itself abreast of the market

conditions and accordingly to ensure that its engagement with

Tianjie General Machinery for the supply of processing services

would be fair and reasonable as well as in line with prevailing

market practices. Furthermore, before placing any purchase order

of processing services, the Company would also obtain quotations

from comparable processing services that might be available from

other independent suppliers for the purpose of determining

whether viable alternatives of comparable quality could be obtained

in a timely manner and at the most competitive price. The amount

of total processing services payment to Tianjie General Machinery

for the Year is included in note 29(a) to the Financial Statements.

The Group expects the total service fees payable to Tianjie General

Machinery in 2017 under the Processing Services Agreement to be

capped at approximately RMB15,000,000.
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Description of the transactions

BRI

Inquiry Index

EHRS

R-ZE—AFNA-+HE KRB WEAER)EATCGLEZEKH B
NEIRZEAMY ((EARSEER) ST LMT RS - HHEE
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R ERANEEREHEM M TEMTRE - 5T N TRSHHH
BEREB-_T——F— A XZ2EAMW —BEALARRERME
WM—MMIRY  RRXZBABBATAEENERRE o I
AN AR AP B R R, S B3 IR B G - B E A AN AR
K e BRARY  BEERAELTMAEERS NS EEREHAER
ZEHEREARXZBEEMRIINIBBEINTREGEANEEBE -
AEREZBAZBARMEEINTIREBAFAENFAETT
BIED - BT RS EER TSN - WILE T RIE
MITRBEHRESL SR o I - R TEE AN TRIEARERT
B ANRARINE G EAE S HER IR AT BN TR
WRE UETRGEANERAREINERDISEERENE R
BRI o ANFEEAIKRE B TR I TR B AR IR
=W 29() - AEBETEHN - —+FREMIRBREREN T X
RIB AR IR S B A EE R4 A AR 15,000,000 7T °

BRANTIREHENELFS  #
SHBRER [HERS] & -

() Confirmation opinion by independent non- ) BIYFHTEEBRRBEEIZNER

executive Directors on connected =R

transactions

The independent non-executive Directors reviewed all BYIEHNTESEM LU AEBRERS
connected transactions as mentioned above and I HER -

confirmed that:

(1) Such transactions were conducted in the ordinary (1)
course of business of the Company;

(2)  Such transactions were conducted on normal (2)
commercial terms or, if transactions available for
comparison were insufficient to determine
whether the terms of such transactions are
normal commercial terms, from the perspective
of the Company, the terms of such transactions
were no less favourable than the terms offered to
or by independent third parties; and

(3)  Such transactions were conducted in accordance (3)
with the terms of the agreements governing
relevant transactions, which terms were fair and
reasonable and in the interests of the
Shareholders as a whole.

ZERGBARNRNBEEER

ZER P RIBIB—REERETT
SHINAI LB X 5 TR A HI T 7% 5
RHWIGREED B —REEMEK - Al
BARBME » ZFEXHIGERTE
RYELSE =75 Al BUS SR AV 163K
K

HHTHRRBEBZ DO BEER
17 MERBATAR  FAFA
R B RFI S ©
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(1)

(Iv)

Confirmation opinion from the Company’s
external auditor on connected transactions

Having reviewed the connected transactions disclosed
in this annual report, Ernst & Young issued a letter to
the Board to confirm nothing came to their attention
that caused them to believe such connected
transactions:

(1) not having been approved by the Board,;

(2)  not having been carried out, in all material
respects, based on the pricing policy of the
Company (if the transaction involves provision of
goods or services by the Company);

not having been carried out, in all material
respects, in accordance with terms of
agreements governing the relevant transactions;
and

(4)  having exceeded the caps as disclosed in the
Prospectus.

Related party/connected transactions in
note 29 to the audited financial statements
of the Company for the Year

Out of the list of the related party/connected
transactions set out in note 29 to the Financial
Statements, the following transactions constitute
connected transactions for the purpose of Chapter 14A
of the Listing Rules under which the requirements have
been fully complied with. Details of the said compliance
are as follows:

{{1))

(Iv)

DB BN BN BRE R 5 By

AR
SEMAFRFREORER HEBE -
2K EHABHHE N NE R BT
A S A A B S AR S
BREHBEATER :

(1) REEESHAE

2) (BERZFEHARFRHERIR
B)REZEATHRRARFNE
BRR AT

) HEZFERNTEALIFRBEEBEIZNWH
FIRFETT R

(4) BRBERERFENLR-

RARAFEEERMBHRRME
29 BATE TS BREX 5

IS RAR 200 B 77, HIERZ HH))E
B TAXZERLETRAUNE THAE
MEER S YEE2EETEBRE - %
BRFBEEIIAT
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Whether or not Whether or not in compliance
Agreement constituting connected with the disclosure
Type of for the transaction or continuing requirements
connected  connected connected transaction Details of the under Chapter 14A of the
Connected party  transactions transaction (connected relationship)  connected transaction Listing Rules
REBHEERSY RECHELTRA
BER BERZED BERSNE BERERS (BEBR) BEXSHE ETOAZHRERTE
Tianjie New Materials Lease Tianjie New Continuing connected Lease of premises from ~ Yes
Materials Tenancy  transaction (a subsidiary of  the Company for (being a de minimis continuing
Agreement a Controlling Shareholder)  industrial use relating to  connected transaction exempt
the production and from the reporting, annual review,

processing of goods announcement, circular and the
independent Shareholders’
approval requirements pursuant to
Rule 14A.76(1)(c) of the Listing

Rules)
N SR il KXE2oMBEER BEBERS(A—2kE MALRHENERE =
# BOHBAE) HERMIERNIE (AREREKIEERERS
A& TRIE £ 8IS 14A.76(1)(c) 15 B

HeBTHE  EEEN QM-
BRRBIRRIERT)

Note:  The Group terminated the subject agreement with Tianjie New Materials on 1 July 2016.

i# o RIE-RELA-R AEBERZAMAEL L -

Zhejiang Qinuo Lease Zhejiang Qinuo Continuing connected Lease of premises to the  Yes
Office Lease transaction (a subsidiary of ~ Company forits use as  (exempt from the circular and the
Agreement a Controlling Shareholder)  office premises and independent Shareholders’
planned for production  approval requirements but subject
purpose to the reporting, annual review

and announcement requirements
pursuant to Rule 14A.76(2)(a) of
the Listing Rules, having taken
into account the aggregated
annual transaction amount under
the Zhejiang Qinuo Office Lease
Agreement, the TGL Office Lease
Agreement and the TGL Industrial
Lease Agreement in light of
simHarity in their nature)
ikt HE MIFHRAZH BEEERS (B-BRR ARAARNER(ER
Bl ReMEAR) PERFELERS (ﬁﬁﬁgmuﬁ@éﬁﬁiﬁﬁ
WAEHERS  TLELERE

BERTCLIEXRERZNFER
58E RELTRAE
14A76(2)(a) FER 2 BTk ]k
BURRIESTEREETRE
ERENRABEE)

Note:  The Group terminated the subject agreement with Zhejiang Qinuo on 1 May 2016.
#o RIE-RERA-RB AREENI&HAL FRE -
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Whether or not Whether or not in compliance
Agreement constituting connected with the disclosure
Type of for the transaction or continuing requirements
connected  connected connected transaction Details of the under Chapter 14A of the
Connected party  transactions transaction (connected relationship)  connected transaction Listing Rules
RABHRBERZS RBERELTRA
BER BERZEE BERSNE BERERS (BEBR) BEXSHE ETOAZHRERTE
TGL Lease TGL Office Lease  Continuing connected Lease of premises to the  Yes
Agreement transaction (a Controlling Company for use asits  (exempt from the circular and the
Shareholder) office building independent Shareholders’
approval requirements but subject
to the reporting, annual review
and announcement requirements
pursuant to Rule 14A.76(2)(a) of
the Listing Rules, having taken
into account the aggregated
annual transaction amount under
the Zhejiang Qinuo Office Lease
Agreement, the TGL Office Lease
Agreement and the TGL Industrial
Lease Agreement in light of
similarity in their nature)
TGL HE TOLBHAZRED REMERS(R—HRER ARNAANERER =

%

R)

RERE

(ERBERNMEAINIRR
BAZHEERE TOLHAZHE
BERTCLIEMERENFES
588 RELDRBAE
14A76(2(a) (FER B EFH LR
BURRHEREEEETRE
FEEBRABHRT)
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Whether or not Whether or not in compliance
Agreement constituting connected with the disclosure
Type of for the transaction or continuing requirements
connected  connected connected transaction Details of the under Chapter 14A of the
Connected party  transactions transaction (connected relationship)  connected transaction Listing Rules
RABHRBERZS RBERELTRA
BER BERZEE BERSNE BERERS (BEBR) BEXSHE ETOAZHRERTE
TGL Lease TGL Industrial Lease Continuing connected Lease of premises to the  Yes
Agreement transaction (a Controlling Company for industrial ~ (exempt from the circular and the
Shareholder) use independent Shareholders’
approval requirements but subject
to the reporting, annual review
and announcement requirements
pursuant to Rule 14A.76(2)(a) of
the Listing Rules, having taken
into account the aggregated
annual transaction amount under
the Zhejiang Qinuo Office Lease
Agreement, the TGL Office Lease
Agreement and the TGL Industrial
Lease Agreement in light of
similarity in their nature)
TGL HE TOLIXMERE REMEXSH(R—HRR FRNAANEFIZ =

®) il (ERERUMEEHNIRS
WAERERE TCLRATHE
BERTCLIXEERHNFER
S8 RELTHAUE
14A76(2)e) B 2 BTRI R
BURRRERTEREETRY
FEEBRAMHARE)

Note:  The Group is expected to terminate the subject agreement with TGL in May 2017 upon completion of the acquisition of the TGL Industrial
Building from TGL by the Company as per the asset acquisition agreement entered into on 15 March 2017.

g REEERH MARRRE-F-tFZATRRATUNEENERERTCLEAURTCLI X AR - R~ tFRARTCLAL Fil i -
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Whether or not Whether or not in compliance
Agreement constituting connected with the disclosure
Type of for the transaction or continuing requirements
connected  connected connected transaction Details of the under Chapter 14A of the
Connected party  transactions transaction (connected relationship)  connected transaction Listing Rules
RABHRBERZS RBERELTRA
BER BERZEE BERSNE BERERS (HEBR) BEXZHS ETMAENRERE
TGL Supplyof  TGL Power Supply ~ Continuing connected Supply of electricity Yes
utilities Agreement transaction (a Controling  to the Company inthe  (being a continuing connected
Shareholder) premises on lease from  transaction on buying of consumer
TGL under the TGL services exempt from the
Office Lease Agreement  reporting, annual review,
and the TGL Industrial ~ announcement, circular and the
Lease Agreement in independent Shareholders’
relation to daily operation approval requirements pursuant to
of the Company's office  Rule 14A.97 of the Listing Rules)
as well as the
manufacturing and
processing of certain
goods
TGL RELAHESE TOLUSHE BERER S (B ERR RARAREICLEL &
®) EREHERTCLIE (%ﬁ% S HERBNREBEER
BERZATOLERN 5 BELHHREEUATHE
%%mw AR RRETRE EEEH A6
DNEMAZAREEN  BARBURRHESRT)
BERMIETERL
=
Tianjie General Provision of  Processing Services Continuing connected Provision of processing ~ Yes
Machinery services Agreement transaction (a subsidiary of  services, such as the (exempt from the circular and the
a Controlling Shareholder)  processing of steel, to  independent Shareholders’
the Group approval requirements but subject
to the reporting, annual review
and announcement requirements
pursuant to Rule 14A.76(2)(a) of
the Listing Rules)
REBAEN RERE  NIRHHE FEBER S (A BRR RASEREEINTI R
RAMBRA) SMIRH (148 ETHRR1Z 14A.76(2)(a) 15

HeETRALELRRBERT
[BEETERR FREARLHR

iE)
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CLOSURE OF REGISTER OF MEMBERS

The registration of the transfer of Shares will be suspended
from 23 May 2017 to 22 June 2017 (both days inclusive) in
order to ascertain the Shareholders’ entitlement to the
attendance in the annual general meeting to be convened for
the Year (2016 AGM"). All Shareholders who wish to attend
the 2016 AGM must deliver their properly completed
H Shares transfer forms accompanied by the relevant share
certificates to the Registrar of H Shares in Hong Kong, Tricor
Services Limited, Level 54, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong, no later than 4:30 p.m. on
22 May 2017, for registration.

MAJOR CUSTOMERS AND SUPPLIERS

For the Year, the Group’s sales to its five largest customers
and its largest customer accounted for 30.7% and 11.6%
(2015: 29.1% and 6.9%) of the Group’s total sales,
respectively.

For the Year, the Group’s purchases from its five largest
suppliers and its largest supplier accounted for 24.9% and
6.8% (2015: 21.9% and 7.6%) of the Group's total cost of
sales, respectively.

During the Year, none of the Directors, their close associates
nor the Shareholders (which, to the best knowledge and
belief of the Directors, owned more than 5% of the
Company's issued capital) had any interest in any of the
Group's five largest customers and suppliers.

PROPERTY, PLANT AND EQUIPMENT,
AND CONSTRUCTION IN PROGRESS

Details of movements in the property, plant and equipment
and construction in progress during the Year are set out in
notes 12 to the Financial Statements.

70 Zhejiang Tengy Environmental Technology Co., Ltd

ZERERODBEER

BRriBFPELFE/N _TE—tFRA-1+=H
EZE—+FRAZTZBLEHE(REEREW
R)EERE  UREIRRLEAFERA RN
BRAFAG([ZB-AFERRAFAE)) 2%
e MERLE —Z—RNEFRREFREHOR
R ARCEZZHBBPRRERBBZKE
RZE—+FRAZFT A TFOR=THAIR
CEEHRKRNBFELREEEEEXRHERA
ALt REBEBFERABRISFEAMP L
BAE)EITER

TERFRHER

NARFEE  REEBRERTAREFMRARPEL
RISHE D BIME A S EAANEERN30.7% %11.6% (=
T—A4F :29.1%K%6.9%) °

RAFE  AEBRERAEERRRAHER
TERBVIREE D BIE AR EE A E R AR 24.9% K
6.8% (—Z—HF :21.9% K 7.6%) °

RAFE MEES HEZBEAIRR(E
BEEMANAE - BAARRRIERITIRAHRS%)
RAEEEA AT P LR A T

M BERKBURERELIRE

KEEYME  BELRREUARTEZIREZEHNF
BEARYERRMFE12

AT RZRBRE R D ERAE



Report of the Directors

EETWME

SHARE CAPITAL

Details of movements in the share capital of the Group
during the Year are set out in note 25 to the Financial
Statements.

RESERVES AND DISTRIBUTABLE
RESERVES

Details of movement in the reserves of the Group during the
Year are set out in the consolidated statement of changes in
equity on page 94 of this annual report.

As at 31 December 2016, the Group's reserves available for
distribution, calculated in accordance with the provisions of
PRC Company Law (H El‘A &)%), amounted to approximately
RMB305.7 million.

BANK LOANS

Details of bank loans of the Group as at 31 December 2016
are set out in note 23 to the Financial Statements.

RIGHTS TO ACQUIRE THE COMPANY'’S
SECURITIES

At no time during the Year was the Company, or any of its
holding companies or subsidiaries, or any of its fellow
subsidiaries, a party to any arrangement to enable the
Directors, Supervisors or chief executive of the Company or
their respective associates or close associates (as
respectively defined under the Listing Rules) to have any
right to subscribe for securities of the Company or any of its
associated corporations as defined in the Securities and
Futures Ordinance (Cap. 571 of the Laws of Hong Kong)
(“SFO") or to acquire benefits by means of acquisition of
Shares in, or debentures of, the Company or any other body
corporate.

R 2
AN BN ANF E R AN B ) S B B B R M
u£25 °
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DIRECTORS AND SUPERVISORS

The Directors and the Supervisors being in office during the
Year and up to the date of this annual report were as follows:

Executive Directors

Mr. Bian Yu (Chairman)
Mr. Bian Weican
Ms. Bian Shu (newly appointed on 1 June 2016)

Non-Executive Directors

Mr. Bian Jianguang
Mr. Zhang Yuanyuan
Ms. Zhu Hong (newly appointed on 1 June 2016)

Independent non-executive Directors

Ms. Tam Hon Shan Celia
Mr. Jiang Yan (newly appointed on 1 June 2016)
Mr. Zhang Bing

Supervisors

Mr. Chen Xiahua (newly appointed on 1 June 2016)
Mr. Fu Jun
Mr. Fang Zhiguo

BOARD OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

Biographical details of each of the Directors, the Supervisors
and senior management members of the Company are set
out in the section headed "“Biographies of Directors,
Supervisors and Senior Management” above in this annual
report.

CONFIRMATION ON INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company received from each of the independent non-
executive Directors an annual confirmation on independence
pursuant to Rule 3.13 of the Listing Rules, and the Company
considers all independent non-executive Directors are
independent pursuant to the Listing Rules.
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DIRECTORS’ AND SUPERVISORS’
SERVICE CONTRACTS AND LETTER OF
APPOINTMENTS

Each of the executive Directors and non-executive Directors
entered into a service contract with the Company on 1 June
2016. Each of the independent non-executive Directors
signed a letter of appointment on 1 June 2016. The principal
particulars of these service contracts and letters of
appointment are (a) for a term commencing from the
respective effective dates of their appointment until the day
on which the next general meeting of the Shareholders for
re-election of Directors is held, and (b) are subject to
termination in accordance with their respective terms.

Mr. Chen Xinhua entered into a service contract with the
Company on 1 June 2016, whilst each of Mr. Fu Jun and Mr.
Fang Zhiguo signed a letter of appointment on 18 October
2014. As required under the Opinions on Further Promotion
of Standardising Operations and Intensifying Reform of
Overseas Listed Companies (Guojingmaogai No. [1999]230),
the Supervisory Committee shall be with external Supervisors
comprising more than half of its composition, among whom
Mr. Fu Jun and Mr. Fang Zhiguo are independent.

None of the Directors and the Supervisors had entered into a
service contract with the Company or its subsidiaries which
is not determinable by the Company within one year without
payment of compensation (other than statutory
compensation).

DIRECTORS’ AND SUPERVISORS’
INTERESTS IN CONTRACTS OF
SIGNIFICANCE

None of the Directors and the Supervisors had a material
interest, either directly or indirectly, in any contract of
significance to the business of the Group to which the
Company or any of its subsidiaries was a party during or
subsisted at the end of the Year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the Year.
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EMOLUMENT POLICY

The Nomination Committee and the Remuneration
Committee were set up for, among others, reviewing and
making recommendations on remuneration policy and
scheme for directors, supervisors, senior management and
employees, taking into account salaries paid by comparable
companies, time commitment and responsibilities of the
Directors and performance of the Group.

The Company has not adopted any share award scheme or
share option scheme.

REMUNERATION OF DIRECTORS,
SUPERVISORS AND FIVE HIGHEST-PAID
INDIVIDUALS

Details of the remuneration of the Directors, the Supervisors
and five highest-paid individuals are set out in notes 8 and 9
to the Financial Statements, under which the bonuses paid to
or otherwise receivable by the relevant individuals form part
of the item “Salaries, allowances and benefits in kind”.
During the Year, no amounts were paid to or received by any
of the relevant individuals (i) as an inducement to join or upon
joining the Company and (i) as compensation for loss of any
office in connection with the management of the affairs of
any member of the Group.

PENSION SCHEMES

Particulars of the pension schemes of the Group are set out
in note 6 to the Financial Statements.

CHANGES TO INFORMATION IN RESPECT
OF DIRECTORS AND SUPERVISORS

Save as disclosed in the section headed “Biographies of
Directors, Supervisors and Senior Management” above in
this annual report, there were no changes during the Year to
any information required to be disclosed by the Directors and
the Supervisors pursuant to paragraph (a) to (e) and (g) of
Rule 13.51(2) of the Listing Rules.
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Directors’ and chief executive’s interest and/or
short position in the shares, underlying shares
and debentures of the Company

As at 31 December 2016, the interests and short positions of
each of the Directors and chief executive of the Company in
the shares, underlying shares and debentures (including
ordinary shares subscribed for and paid up in Renminbi, i.e.
“"Domestic Shares”, and overseas listed foreign shares
listed on the Main Board of the Stock Exchange and traded in
Hong Kong dollars, i.e. “H Shares”) of the Company and any
of its associated corporation (within the meaning of Part XV
of the SFO), as recorded in the register required to be kept
by the Company under section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Listing Rules were as follows:

EERSRITHRAERART Z2KRG - 8
BRORBSOERR KR

RZB-RFTZA=+—RH FEEREARF
BARITERABRAR A SREEMABEEE (&
REBEHFLRABGROIEXVE) 2 ki - 8RR &
BEF(BREUAARERBLHGENEBR BN TR
ER] AR ERBER P EIR & BT
SEEIN ETINER - B THRR ) A L8
RRFIREBEES MG RDIE 352G REFE
ZEMeER AR - SBEREE E AR RIPTE
2 FE T8 AR R R N B A P B HE 2 NOR B A
T~

Name of Director

EEpA

Capacity/
Nature of interest

519,/ BiEtE

Number of
Domestic Shares

s REREE

Approximate %
of total issued
Domestic Shares
NIEBBTH
ERzES

Approximate %
of Company'’s
share capital
HEEAFE
BIIRAZEDHL

Mr. Bian Yu (Note 1)
BFRAE (W)

Mr. Bian Jianguang
(Note 1)
BEAEA (KT T)

Mr. Bian Weican
BEREE

Ms. Bian Shu (Note 1)
Bk (aET)

Mr. Zhang Yuanyuan
(Note 3)
BRERE (M:H3)

Beneficial owner

EmEBA

Interest in a controlled
corporation (Note 2)

RS EE kRS (M t2)

Beneficial owner

EmEBA

Interest in a controlled
corporation (Note 2)

RS EE kRS (M t2)

Beneficial owner
EmEAA

Beneficial owner

EmEBA

Interest in a controlled
corporation (Note 2)

RS EE kRS (M t2)

Family interest
of spouse
BB K R 2

13,671,000

70,000,000

6,843,000

70,000,000

1,851,000

3,933,000

70,000,000

73,933,000

13.67

70

6.84

70

1.85

3.93

70

73.93
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51.85

5.07

51.85

1.37

291

51.85

54.76
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Report of the Directors

EERHE
Notes:

The Company is held as to approximately 51.85% by TGL,
approximately 10.13% by Mr. Bian Yu, approximately 5.07% by Mr.
Bian Jianguang, approximately 2.91% by Ms. Bian Shu, approximately
1.37% by Mr. He Jianmin, approximately 1.37% by Mr. Bian Weican
and approximately 1.37% by Mr. Chen Jiancheng. TGL is held as to
approximately 64.08% by Mr. Bian Yu, approximately 22.81% by Mr.
Bian Jianguang and approximately 13.11% by Ms. Bian Shu.

The disclosed interest represents the interest in the Company held by
TGL which is in turn approximately 64.08% owned by Mr. Bian Yu,
approximately 22.81% owned by Mr. Bian Jianguang and approximately
13.11% owned by Ms. Bian Shu. Therefore, Mr. Bian Yu, Mr. Bian
Jianguang and Ms. Bian Shu are deemed to be interested in TGL's
interest in the Company by virtue of the SFO. The indirect interests in
the Company’s share capital owned by Mr. Bian Yu, Mr. Bian Jianguang
and Ms. Bian Shu via their respective interests in TGL are approximately
33.23%, 11.83% and 6.80% respectively.

Mr. Zhang Yuanyuan, the spouse of Ms. Bian Shu, is deemed to be
interested in Ms. Bian Shu’s interest in the Company by virtue of the
SFO.

Substantial shareholders’ interests and/or short
position in the shares and underlying shares of
the Company

In respect of the register of substantial shareholders (not
being a Director or chief executive of the Company) required
to be kept under section 336 of Part XV of the SFO shows
that as at 31 December 2016, the Company had been
notified of the following substantial shareholders’ interests
and short positions. These interests are in addition to those
disclosed above in respect of the Directors and chief
executive of the Company.

Bt -

ANARIHTGLIZHEE#51.85% KR - HIBFRERE
#4910.13% B RS ~ BB SR EFAH5.07% ML -
HBKRZTHEBL291% KL ARUBRRAERFELD
1.37% ML - ABEREEHEL1.37% M
B HBRRESEEEEN137%MEZ - TGLHRETFE
£BEXRREURERZTHRIFEEH64.08% - 4
22.81% N 4913.11% MfEzS ©

T T = B TGLIA AN R Al frsiEss - M TGLAIEET
S EMEAK6A08% M AEEXEEEE Y
22.81% Mz R EBERZ THALN1311% MED ©
At - RIEFESHRBEEG - BFhE  BEXEER
BRI TEAYEE AR ARG TGLERS EA X
BESE  EENAERERLZTBBESENTGLA
BERARRBRAFTBEENEEEZD A ALY
33.23% ~ #711.83% % #16.80% °

BEREAERERLIHREG  RIBESRAE RO
BRNEKRZ IR ARBNERTEEER

FTERRRAEQT 2R REER DA E
BmRRKR

RIBRE 5 M B G {6 58 XV 38 55 336 15 3R TE T 17
ENTERR (LHEFKARARRITHAER)

ZMAREE  R=F—

RNFETZA=+—H &

DRBME T EERRER AR o B
WRERKE F BB EERARFSRITEAR
2R -

1. Long position in respect of Domestic Shares as at 1. R-IZE—NF+-HA=1+—HRAZKZ
31 December 2016: B :
Approximate % Approximate %
Capacity/ Number of of total issued of Company’s
Names Nature of interest Domestic Shares  Domestic Shares share capital
gt/ HEEBRTR HEERATE
i EEME WEREAE ERzEAE BOREZEIL
TGL (Note 1) Beneficial owner 70,000,000 70 51.85
TGL (Kfet1) EREAA
Ms. Bao Guo (Note 2) Family interest 83,671,000 83.67 61.98
of spouse
a2+ (f17E2) FLBA R kiR
Ms. Xu You (Note 3) Family interest 76,843,000 76.84 56.92
of spouse
wapz+ (K17E3) FLBA R ks
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Notes:

TGL is directly interested in approximately 51.85% in the

Company.

Ms. Bao Guo, the spouse of Mr. Bian Yu, is deemed to be
interested in Mr. Bian Yu's interest in the Company by virtue of

the SFO.

Ms. Xu You, the spouse of Mr. Bian Jianguang, is deemed to be
interested in Mr. Bian Jianguang's interests in the Company by

Report of the Directors
EEEWmE

Kt

1. TGLEE#H B AN F4)51.85% HIfEZ °

2. BIEFES REEED - Bz 1+ GEFEENER
1%)%&%ﬁé%ﬁéi%?ﬁiﬁél@ﬂ%%%ﬂmﬁfﬁ%

I

3. REBEESRMEGD > R GBRIEER
B AB) R AP B A AN AR R MR 7

H—F (Hat7)

corporation
XEHEEER

virtue of the SFO. Bz -
Long position in respect of H Shares as at 31 December 2. /J;\A: F-ANF+ZA=+—HBHRZ4
2016: =i
Approximate % Approximate %
Capacity/ Number of of total issued of Company’s
Name Nature of interest H Shares H Shares share capital
g%,/ HEE BT R N )
i3] EitE HER &R HRZBZ BTREAZBEIL
Shou Erjun Beneficial owner 10,000,000 28.57 7.41
T EREAA
Hong Kong Joint Interest in a controlled 5,297,000 15.13 3.92
Financial Investment corporation
Ltd
Hong Kong Joint XEHEEER
Financial Investment
Ltd
Zhao Kaiyuan (Note 4) Beneficial owner 5,297,000 15.13 3.92
IR Mzt 4) EREAA
Kylin International (HK) Beneficial owner 1,834,800 5.24 1.36
Co., Ltd
SURBIR (B8 ER AR Ea#AA
Kylin Investment Interest in a controlled 1,834,800 5.24 1.36
Management Co., Ltd* corporation
(Note 5)
SR EEEARAA XEfEEER
(K 5)
Tak Shun Holdings Interest in a controlled 1,834,800 5.24 1.36
Group Co., Ltd* corporation
(Note 6)
EEEREERRLA XEHEEER
(Ktete6)
Hu Yiping (Note 7) Interest in a controlled 1,834,800 5.24 1.36
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EFRHE

Notes:

4. Mr. Zhao Kaiyuan, the controlling shareholder of Hong Kong
Joint Financial Investment Ltd, is deemed to be interested in
Hong Kong Joint Financial Investment Ltd's interests in the
Company by virtue of the SFO.

5. Kylin Investment Management Co., Ltd* (SlIRIEEE R AR A 7))
(“Kylin Investment “), the controlling shareholder of Kylin
International (HK) Co., Ltd (“Kylin International”), is deemed to
be interested in Kylin International’s interests in the Company
by virtue of the SFO.

6. Tak Shun Holdings Group Co., Ltd* (BEiEKREE AR A 7))
(“Tak Shun Holdings"), the controlling shareholder of Kylin
Investment, is deemed to be interested in Kylin International’s
interests in the Company by virtue of the SFO and note 6 above.

7. Mr. Hu Yiping, the controlling shareholder of Tak Shun Holdings, is
deemed to be interested in Kylin International’s interests in the
Company by virtue of the SFO as well as note 6 above.

PURCHASE, SALES AND REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

From the date of Listing up to 31 December 2016, neither
the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Articles of Association or the PRC Company Law, which
would oblige the Company to offer new Shares on a pro rata
basis to the existing Shareholders.

INTEREST OF COMPLIANCE ADVISER

As notified by China Everbright Capital Limited (“China
Everbright”), the Company's compliance adviser, neither
China Everbright nor any of its directors or employees or
associates had any significant interest in the share capital of
the Company or any member of the Group (including options
or rights to subscribe for such securities) as at 31 December
2016.
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Report of the Directors

EETWME

SUFFICIENCY OF PUBLIC FLOAT

As at the latest practicable date prior to the issue of this
annual report, based on information that is publicly available
to the Company and within the knowledge of the Directors,
the Company maintained the minimum public float of 25% as
required under the Listing Rules.

COMPLIANCE WITH NON-COMPETE
UNDERTAKING

Each of Mr. Bian, Mr. Bian Jianguang and Ms. Bian Shu (the
Controlling Shareholders) has confirmed to the Company that
he/she has complied with the non-compete undertaking
given by them to the Company on 20 October 2014. The
independent non-executive Directors have reviewed the
status of compliance and enforcement of the non-compete
undertaking and confirmed that all the undertakings
thereunder have been complied with for the Year.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

For the Year, the Company complied with all code provisions
as set out in the CG Code.

SIGNIFICANT LEGAL PROCEEDINGS

For the Year, the Company was not engaged in any litigation
or arbitration of material importance and no litigation or claim
of material importance is known to the Directors to be
pending or threatened against the Company.

POST-YEAR SIGNIFICANT EVENTS

There were no significant events occurred or arising after the
Year with respect to the Group.

DNRIFRENKF

RTERFHIOREERATEYS - REAR
BIAFAISHERMEERMA  ARFERE
MR E KRR E BN &K 25% H7K

ERBCRB A  BRTEREBKRLXERAD
AARRER HEETHER -_T—NF+A
—tHBARRB RS NHEFAGE o BT

%%E PR IR EAGE MBS RITIEN - R
REE—_Z—R"F+-_A=+—RHILFECE~T

ﬁﬁﬁ7¥KuE ©
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EETWE

AUDIT COMMITTEE

The Audit Committee has reviewed with the management
the accounting principles and practices adopted by the Group
and discussed auditing, internal control and financial report
matters including the review of the Financial Statements.

AUDITOR

The Financial Statements have been audited by Ernst &
Young, who shall retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of
Ernst & Young as auditor of the Group is to be proposed at
the 2016 AGM.

By order of the Board

Bian Yu
Chairman

Zhuji City, Zhejiang Province, the PRC, 10 April 2017
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Supervisory Committee Report
ESEWmE

In 2014, the current session of the Supervisory Committee
was established in accordance with the PRC Company Law
and resolutions of general meetings. The current session of
the Supervisory Committee comprises three Supervisors,
namely Mr. Chen Xinhua, Mr. Fu Jun and Mr. Fang Zhiguo.

In the Year, for the Company's long term interests and
Shareholders’ interests, the Supervisory Committee acted in
strict compliance with relevant laws, regulations, rules,
regulatory documents, the Articles of Association and Listing
Rules and earnestly performed their duties of supervision as
to the acts of the Directors and senior management of the
Company. The main area of work of the Supervisory
Committee in 2016 is summarised as follows:

. MEETING CONDUCTED BY THE
SUPERVISORY COMMITTEE

The Supervisory Committee convened two meetings in
the Year.

. WORK OF THE SUPERVISORY
COMMITTEE

The work of the first session of the Supervisory
Committee mainly comprised the followings:

1. Inspection over implementation of
resolutions of the general meetings

The Supervisory Committee exercised supervision
over and inspection of the implementation of the
resolutions in general meetings by the Board and
the senior management through observation and
attendance at the Board meetings and general
meetings. The Supervisory Committee is of the
opinion that the Directors and senior management
of the Company have diligently performed their
duties in compliance with resolutions of the
general meetings. No violation of any laws or
regulations or Articles of Association or any act
which jeopardises the interests of the Company
or Shareholders has been found in the
performance of the Company’s Directors and
senior management.

R-T—0OF REEFERETERRERK
RAGREBRKY - REEFEem=—2E5H
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Zhejiang Tengy Environmental Technology Co., Ltd

WS

Inspection over legal compliance of the
Group’s operations

The Supervisory Committee exercised supervision
on a regular basis over the legal compliance and
rationality of the Group's operation and
management in its ordinary work. It has also
exercised supervision over work performance of
the Board and senior management. The
Supervisory Committee is of the opinion that the
Group's operation is sound and rational, and is in
compliance with all applicable laws, regulations
and rules and the Articles of Association. The
members of the Board and senior management
of the Group have conscientiously and diligently
performed their duties, and none of their act
would prejudise the interests of the Group or the
Shareholders.

Inspection over the Group’s daily
operating activities

The Supervisory Committee exercised supervision
over the Group’'s operating activities. The
Supervisory Committee is of the opinion that the
Group has maintained a sound internal control
system and made a great progress in the
formulation and implementation of its internal
work procedures, thus effectively controlled its
exposure to various operating risks. The Group’s
operation is in compliance with the PRC laws and
regulations and the Articles of Association.
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Supervisory Committee Report
RS

Inspection over the Group’s financial
condition

The Supervisory Committee reviewed the
Financial Statements, supervised and inspected
the Group's implementation of relevant financial
policies and legislations as well as details on the
Group's assets, financial income and expenditure.
The Supervisory Committee is of the opinion that
the Financial Statements fairly reflected the
Group's financial position and operating results.

Looking forward, the Supervisory Committee will
continue to carry out its duties in strict
compliance with the Articles of Association and
the relevant laws and regulations and protect the
interests of the Shareholders.

4. MEXEBHPBMR

EFeCEMMBHmER  EEMRE
AREBERMITHET BEBRIER
BRA R AR EE & R B S /R
AER - BEFERA - VBHRRER
IR BRA SR B A TR S AR S

RERK  EESHAREEBIRRA
BERARMMERERIES - BT
HBH - R -

Chen Xinhua EFETE
Chairman of the Supervisory Committee [R FT
Zhuiji City, Zhejiang Province, the PRC, 10 April 2017 RENIEESET S —+tFmWA+H
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Independent Auditor’'s Report
AV 2 kD 5

Ernst & Young RGPS AT Tel E3E: +852 2846 9888
22/F CITIC Tower EBIEREEIE Fax {5 H:+852 2868 4432
1 Tim Mei Avenue rh{E k2218 ey.com

Central, Hong Kong

EY:

To the shareholders of Zhejiang Tengy Environmental
Technology Co., Ltd

(Established in the People’s Republic of China with limited
liability)

OPINION

We have audited the consolidated financial statements of
Zhejiang Tengy Environmental Technology Co., Ltd (the
“Company”) and its subsidiaries (the “Group”) set out on
pages 91 to 175, which comprise the consolidated statement
of financial position as at 31 December 2016, and the
consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2016, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and
have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS FOR OPINION

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

84 Zhejiang Tengy Environmental Technology Co., Ltd
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Independent Auditor’'s Report
AV 2 IR &5

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period.
These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below,
our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the
Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in relation
to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our
assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit
procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on
the accompanying consolidated financial statements.

REESEE
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Key audit matter
BEETEE

How our audit addressed the key audit matter

EEETENRNMEERREETSE

Revenue recognition

Wk 7R

The Group enters into contracts with its customers to
provide integrated atmospheric pollution control
solution with a primary focus on particulate emission
control by offering mega-sized precipitators with a
significant proportion of the Group’s revenues and
profits derived from these contracts.

Due to the nature of the business, revenue is
recognised on the basis of the percentage of
completion method which involves a significant
degree of estimation being made to:

— assess the total contracts costs;
— and ascertain the cost incurred as to the
calculation of the percentage of completion of

the contract;

—  appropriately make a provision for loss making
contracts.

The above estimation could lead to different revenue
being reported in the financial statements.

The Group has disclosed the construction contract

accounting and revenue recognition in notes 2.4, 3
and 5 to the consolidated financial statements
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We have discussed and understood management'’s
estimates for total contract costs and budget costs to
complete, taking into account the historical accuracy
of such estimates. We tested the key controls that
the Group designed and implemented over its
process to record contract costs and contract
revenues and the calculation of the percentage of
completion. We also performed detail procedures on
individually significant contracts such as
substantiating transactions with underlying contracts
and documents, evaluating the contract terms on the
impact of revenue recognition, testing the actual cost
incurred to date and recalculating the percentage of
completion and contract revenue. We performed site
visits on significant projects and interviewed the
customers directly to further corroborate the status of
the contracts. In addition, we circularised the
confirmation for the significant samples for the
agreed terms and the progress billings.
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Independent Auditor's Report
AV 2 IR &5

Key audit matter

BRETEE

How our audit addressed the key audit matter

EEETENRNMEERREETSE

The recoverability of trade and bills receivables and gross amounts due from contract customers

ESEUHERERELLURERE REEF K RAEL A K E M

The balance of trade and bills receivables and
amounts due from customers were significant to the
Group as they represent 39% and 37% of the total
assets in the consolidated statement of financial
position, respectively. Further, assessing the
recoverability of trade and bills receivables and
amounts due from customers requires management
judgement due to the specific risks associated with
each individual amount of the trade and bills
receivables and amounts due from the customers.

The Group has disclosed the trade and bills
receivables and amounts due from customers and the
related provision in notes 2.4, 3, 17 and 18 to the
consolidated financial statements.
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OTHER INFORMATION INCLUDED IN THE

ANNUAL REPORT

We assessed the Group’s processes and controls
relating to the monitoring of trade and bills
receivables and amounts due from customers. We
evaluated the underlying documentation including
historical collection and bad debt records, subsequent
receipt and contract status to assess the
recoverability of the trade and bills receivables and
amounts due from customers and the reasonableness
of the impairment provision. We also circularised the
confirmation for samples selected for contract terms,
the trade and bills receivables balances and the
progress billings.

BEE EREEMERESIRUEFALERRE
AR e 3 P R Y B AR K Ba 4% - B E R AR R XX
(BIEBEYNR MR E - ERUGR KA BROR) A
AT i E 5 8 WOk TR I R ISR R A B R R P SR RO A
e - ROREREH AR - BEHIRE R
B 5 MU R IE Ko B USRI 1 48 B DA B 2 R B i
BAELHERE -

F 3R AT A H A E R

The directors of the Company are responsible for the other
information. The other information comprises the
Management Discussion and Analysis of the Annual Report
(but does not include the consolidated financial statements
and our auditor’s report thereon), which we obtained prior to
the date of this auditor’s report, the Chairman’s Statement,
the Corporate Governance Report, the Report of the
Directors and the Supervisory Committee Report, which are
expected to be made available to us after that date.

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

BERRESAHEMENAR - AMEHERE
ERAZBENRE A M ESHERNFRNEEE
Akt (BN BRRaMBRERRESI
B REBMKRE)  UREPRZABRES
AESHNEIFHRE  CEERARS EFE®RS
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In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we
have performed on the other information that we obtained prior
to the date of this auditor’s report, we conclude that there is a
material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

When we read the Chairman’s Statement, the Corporate
Governance Report, the Report of the Directors and the
Supervisory Committee Report, if we conclude that there is a
material misstatement therein, we are required to
communicate the matter to the Audit Committee.

RESPONSIBILITIES OF THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing
the Group's financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion.
Our report is made solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
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Independent Auditor’'s Report
AV 2 IR &5

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

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

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

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

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

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

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

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

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements
regarding independence and to communicate with them all
relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable,
related safeguards.

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

The engagement partner on the audit resulting in this
independent auditor’s report is Lai Chee Kong.

Ernst & Young

Certified Public Accountants
Hong Kong

28 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FEEmkEMEERE
Year ended 31 December 2016
BE-FT—AF+=A=+—AILEE

2016 2015
—E-RE “T-RF
Notes RMB’000 RMB'000
FfaE AR®T T AREFT
REVENUE &= 5 997,564 919,975
Cost of sales $HE RS (768,388) (733,399)
Gross profit EF 229,176 186,576
Other income and gains Hipdg A K )15 5 14,329 9,244
Selling and distribution expenses  $HE&E ko #HA X (23,039) (16,180)
Administrative expenses THHX (63,907) (33,098)
Other expenses HibFEx (783) (1,767)
Finance costs BB 7 (6,695) (10,376)
PROFIT BEFORE TAX BiADEF 6 149,081 134,399
Income tax expense FriSHiR > 10 (36,087) (37,934)
PROFIT AND TOTAL FRBERNRZEBALEE
COMPREHENSIVE
INCOME FOR THE YEAR 112,994 96,465
Attributable to: AT e -
Owners of the parent HRAREEA 112,994 96,465
EARNINGS PER SHARE BAREBEREFAA
ATTRIBUTABLE TO ORDINARY EEERAEF
EQUITY HOLDERS OF THE
PARENT
Basic and diluted (RMB) HEANES (AR¥)
— For profit for the year — F R F 1 0.84 090
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Consolidated Statement of Financial Position

ARE BB R
31 December 2016
—F-ANFTZA=T—H

2016 2015
—E-RE —T—RF
Notes RMB’000 RMB'000
MI5E AR¥T R AREFIT
NON-CURRENT ASSETS FREEE
Property, plant and equipment ME - BE NG 12 47,401 42,878
Investment property EYE 13 - 16,515
Prepaid land lease payments BN T B E IR 14 18,811 11,549
Intangible assets B EE 15 275 195
Deferred tax assets FETHITEEE 24 22,645 18,261
Pledged deposits [REERTEE 20 7,776 17,606
Total non-current assets EMBEERE 96,908 107,004
CURRENT ASSETS REEE
Inventories w8 16 31,341 40,788
Gross amounts due from A REFE R Ia A%
contract customers 17 609,159 703,831
Trade and bills receivables E S IE R EW R E 18 643,175 420,875
Prepayments, deposits and TERRUE -« Re REMEKEFIE
other receivables 19 43,674 43,234
Pledged deposits [REERIVER 20 56,815 75,272
Cash and cash equivalents RekReFEEY 20 160,830 209,936
Total current assets MENVEERE 1,544,994 1,493,936
CURRENT LIABILITIES mEEE
Gross amounts due to B A REFFUERRE
contract customers 17 111,979 89,523
Trade and bills payables B SN AN EN R 21 444,033 431,431
Advances from customers, EPRR - EMEMAFIER
other payables and accruals fEzTE A 22 211,656 263,342
Interest-bearing bank borrowings 5 EIRTTEK 23 119,000 174,000
Tax payable e FiIE 30,949 31,353
Total current liabilities D) =KE R 917,617 989,649
NET CURRENT ASSETS REBEETE 627,377 504,287
TOTAL ASSETS LESS EELERRBARS
CURRENT LIABILITIES 724,285 611,291
Net assets BESE 724,285 611,291
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AR e MR

31 December 2016

—E-XE+=A=+—A

2016 2015
—E-RE —ET—AF
Notes RMB’000 RMB’000
FfaE AR%T T ARETTT
EQUITY ER
Equity attributable to owners of &2 TS AL
the parent

Share capital [iha 25 135,000 135,000
Share premium A1 5 (B 25 239,064 239,064
Reserves G 26 350,221 237,227
Total equity T AARR 724,285 611,291

Bian Yu
BF
Director

EFE

Bian Weican

BER
Director

EFE
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Consolidated Statement of Changes in Equity

—= \ 7
T /\l

EL RS
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Year ended 31 December 2016

HE—T—NF+-_A=1+—HIFE
Attributable to owners of the parent
BARER GRS
Statutory Safety
Share Share  surplus production  Retained Total
capital  premium reserve*  reserve*  profits*  equity
EE z%
RE  ROEE EBoRk LERE RER 488
Note  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
i ARETR ARBTT ARETR ARBTT ARETR ARETR
At 1 January 2015 RZE-1F-f-H 100,000 - 18215 4056 118491 240,762
Profit and total comprehensive EREFIRZENALE
income for the year - - - - 96,465 96,465
Issue of shares Bk 25 35,000 276,337 - - - 3337
Share issue expenses BROEZ % - [37273) - - - 317
Appropriation to statutory HRZATREHE
surplus reserve - - 9,857 - (9,857) -
Appropriation to safety YRR LERRB
production reserve - - - 806 (806) -
At 31 December 2015 and R-E-RE+-A=t-HEk
1 January 2016 ZE-A-H 135,000 239,064 28,072 4862 204293 611,291
Profit and total comprehensive RN R AR ESE
income for the year - - - - 1129% 112,99
Appropriation to statutory HREATESER
surplus reserve - - 10,929 - (10929) -
Appropriation to safety AEER 2 HERE
production reserve - - - 662 (662) -
At 31 December 2016 \ZE-~F+ZA=1-H 135,000 239,064 39,001 5524 305696 724,285
* These reserve accounts comprise the consolidated reserves of * ZEREREEGAUBRARANGEHFBARKE

RMB350,221,000 (2015: RMB237,227,000) in the consolidated

statement of financial position.
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Consolidated Statement of Cash Flows

AN DA E
,Z“, = E/%ﬁ//lbi%%
Year ended 31 December 2016

HE-T—AF+-A=+—AIFE

2016 2015
—E-RE —ET—AF
Notes RMB’000 RMB'000
FfaE AR%T T ARBT T
CASH FLOWS FROM RETHRERE
OPERATING ACTIVITIES
Profit before tax: TADEF] 149,081 134,399
Adjustments for: AT ZIBFE
Finance costs BE AR 7 6,695 10,376
Bank interest income HRITHLEWA 5 (2,684) (598)
Foreign exchange differences, net  JNE =58 %58 (3,377) (1,499)
Depreciation of property, plant Y% - BB REETE
and equipment 12 4,353 3,845
Depreciation of an investment WEMENE
property 13 477 955
Amortisation of prepaid land FEfT T 1 R & R B
lease payments 14 1,117 975
Amortisation of intangible assets & E # i 15 109 42
Amortisation of prepaid SEN R A g i
rental expense 3,701 3,768
Impairment of trade receivables 5 EWNFIBRE 18 10,736 3,707
Impairment of other receivables H IR RE 19 647 150
170,855 156,120
Decrease/(increase)in inventories ~ fF&E4 7 (38&0) 9,447 (7,911)
Decrease/(increase) in gross el () ARIEFPFUA
amounts due from/(to) mmEER L, (38m)
contract customers 117,128 (335,937)
Increase in trade and bills B 5 e W OE I e U R IR E N
receivables (233,036) (130,077)
Increase in prepayments, deposits  TERT3RIE - &4 R E A FELL
and other receivables FRIEIE N (4,177) (83)
Decrease/(increase) in pledged BT IEBEZURD, . (3Eh0)
deposits — current 18,457 (59,084)
Decrease in pledged IR E B HATF FOR
deposits — non-current 9,830 25,046
Decrease in trade and bills payables & 5 &1~ 2078 I E A =488 > 12,852 198,340
(Increase)/decrease in advances BRI - EMEMZUE K
from customers, other payables FEETER (1) wd
and accruals (50,143) 124,539
Cash generated from/(used in) REEBMES/ (FIA) B
operations 51,213 (29,047)
Interest received BHFIE 2,684 598
Interest paid AL (6,695) (10,376)
Income tax paid ERATEHEL (40,875) (33,478)
Net cash flows from/(used in) KSR ATEAS S (FTR)
operating activities MEMEFEE 6,327 (72,303)
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Consolidated Statement of Cash Flows
FelREemnER

Year ended 31 December 2016
BE—E— A Ef— A= — AL

2016 2015
—E-RE —E—hHF
Note RMB’000 RMB'000
MI5E AR¥T R AREFIT
CASH FLOWS FROM RETBHRESRE
INVESTING ACTIVITIES
Purchases of items of property, BEWE  WMENMREEE
plant and equipment (1,501) (5,212)
Additions to intangible assets NEEEE (189) (158)
Net cash flows used in investing B ESTRRS e RRE
activities (1,690) (5,370)
CASH FLOWS FROM MEETBHRERE
FINANCING ACTIVITIES
New bank loans FTIGIRITE N 190,000 303,240
Repayment of bank loans BEBRITER (245,000) (302,240)
Proceeds from issue of shares BTN TS R - 311,337
Share issue expenses BT (1,793) (26,512)
Increase in prepayments, deposits  JEN 7RI ~ &4 KR E U
and other receivables RIBIEAN (327) -
Dividend paid BRE - (3,000)
Net cash flows (used in)/ BEES (FTH) FE4L
from financing activities WRemEFE (57,120) 282,825
NET (DECREASE)/INCREASE IN HERBREZEYW (BD)
CASH AND CASH EQUIVALENTS  #&ini®%8 (52,483) 205,152
Cash and cash equivalents at FYReMREEEY
beginning of year 209,936 3,285
Effect of foreign exchange rate R EF R
changes, net 3,377 1,499
CASH AND CASH EQUIVALENTS EXRRERBELSZEEY
AT END OF YEAR 160,830 209,936
ANALYSIS OF BALANCES OF RERRESEBYERDWN
CASH AND CASH EQUIVALENTS
Cash and bank balances N NIRITAEER 20 160,830 209,936
Cash and cash equivalents as SRR R RIR e MERTSIM
stated in the statement of BEMREEED
financial position and
statement of cash flows 160,830 209,936
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Notes to Financial Statements

ISk e
31 December 2016
—E-AFF-A=+—A

CORPORATE AND GROUP 1. QAFRAREEER
INFORMATION
The Company is a joint stock company with limited KA AE—BEPEARLME([HEH])
liability established in the People’s Republic of China R BRA R o AR A ER
(“PRC"). The registered office of the Company is IR BT T A B RE TH pe sa sE S AT o
located at Yangfu Village, Paitou Town, Zhuji City,
Zhejiang Province, PRC.
The Company and its subsidiaries are principally AATIREMB AR FEMREBERRGLN
engaged in the design, development, manufacturing, SARENE T EMAKRET - R R
installation and sale of environmental pollution TR LHE -
prevention equipment and electronic products.
On 12 October 2015, the Company succeeded in listing KA E—_ZE—RAE+A+=_BK
its shares on the Main Board of the Stock Exchange of NREBEHAETSMAERE AT ([HEH
Hong Kong Limited (“SEHK"). Frl) R T e
In the opinion of the directors, the holding company of EERE ANRANERARAKZEER
the Company is Tengy Group Limited (“TGL") (X2% ERAF(TGLL) » ZARRFRBIRK T ©
EBBRAR]), which is established in the PRC.
Particulars of the Company’s subsidiaries at 31 RAFMBARAN -_ZE—XE+_-A
December 2016 are set out below: =+—HMERFEIWT :
Percentage
of equity  Place and date of
Registered/ attributableto  establishment/
paid-up  the Company registration and
Name capital Direct  place of operations Principal activities
ARFEE BRI/ ERuER
£ St/ MERE EEEZESL  AMMREELE TEEH
HEMRRRRTIRERAR® RMBA4,500,000 100%  PRC/Mainland China Provision of installation
("Tianjie Installation Engineering”) 14 May 2003 services
AEMRRZEIRERAA® AR 4,500,000 100% 8/ hER REZERY
([REREIR]) ZEE-FRATIA
FEMRNZETRBRARRA RMB2,000,000 100%  PRC/Mainland China Manufacture and sale of
("Tianjie Electronic and Technology") 29 June 2009 electronic products
REMRRETHRARAR" 2,000,007 100% B/ FRER BERBEBTER
([REETRER] ) ZEENFAAZTAA
HEERZREREERAA RMB20,000,000 100%  PRC/Mainland China Manufacture and sale of
("Turpan Environmental and 19 July 2013 environmental pollution
Technology”) prevention equipment
and electronic products
HEERZRERRBR LA ARE 100%  E/FRERH SUERSHERRA
(HEHRENR] ) 20,000,0007¢ “T-Z5tAthH fraRBEREFER
* These entities are established in the PRC as a limited liability * ZEBERARPEKIHARDFERKEES
company and not audited by Ernst & Young, Hong Kong or KGRI BTk ok R ABEMKE R
another member firm of the Ernst & Young global network. AIEIZ °
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Notes to Financial Statements

B 15 R M =T
31 December 2016
—F-AF+=AZ1—H

2.1 BASIS OF PREPARATION

98

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards ("HKFRSs"”) (which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs") and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA"), accounting principles generally accepted
in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance.

They have been prepared under the historical cost
convention. These financial statements are presented
in Renminbi (“RMB") and all values are rounded to the
nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for
the year ended 31 December 2016. A subsidiary is an
entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee
and has the ability to affect those returns through its
power over the investee (i.e., existing rights that give
the Group the current ability to direct the relevant
activities of the investee).

When the Company has, directly or indirectly, less than
a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances
in assessing whether it has power over an investee,
including:

(a)  the contractual arrangement with the other vote
holders of the investee;

(b)  rights arising from other contractual arrangements;
and

(c) the Group’s voting rights and potential voting
rights.

Zhejiang Tengy Environmental Technology Co., Ltd

mAEEE

ZERHRRVRBREEGHAG([FH
BERAE ) BHNEENBREE]
([BEMBHEER]) (BEMBEEENH
WEER - FRGEY(EEEHER])
K#2E) BEARETRAALTERR
ORI BEREREL

RZEREBRRTVIZELKAEP RE - IR
SEERI ZEMBRERAARE (A
REDZ2Y EBECHEEREAN
FRIEK -

BOtER

RAERHHRREBEARRREKE QR (5
WIAEEDHE-_T-—R"F+_A=1—
HIEFEzHBHRE - WBRRIHART
ERSRZREFNER(BRERTEER) -
EAEEEB2ERRKRETNEBMEZA
AERISEAIZEO®R  BAENITERE
WIRE T RN EZEFRR (BIREHER
BT AKEBERERE D HEEHDN
BEN) B - BRI B 15 -

EARNFEERAEREENRRENRR
BYEUEFREAZE - AFEES
BIEHRENE  AREEEEMAME
REENER B

(a) HEEEENTNEMRERBEZEN
BRI

b) EEMAERZHEBSHORER &

) AEENRERREEREE-

AT RZRBRE R D ERAE



Notes to Financial Statements
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2.1 BASIS OF PREPARATION (Continued) 21 REEE )

Basis of consolidation (Continued)

The financial statements of the subsidiaries are
prepared for the same reporting period as the
Company, using consistent accounting policies. The
results of subsidiaries are consolidated from the date
on which the Group obtains control, and continue to be
consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of
the Group and to the non-controlling interests, even if
this results in the non-controlling interests having a
deficit balance. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to
transactions between members of the Group are
eliminated in full on consolidation.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there
are changes to one or more of the three elements of
control described above. A change in the ownership
interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of
any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and
recognises (i) the fair value of the consideration
received, (i) the fair value of any investment retained
and (iii) any resulting surplus or deficit in profit or loss.
The Group’s share of components previously
recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if
the Group had directly disposed of the related assets or
liabilities.
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2.2 CHANGES IN ACCOUNTING POLICIES 2.2 E:tHERIKES S
AND DISCLOSURES

The Group has adopted the following new and revised REERFE I BEME B RERAATHET

HKFRSs for the first time for the current year's financial e CHES b e 3 I

statements.

Amendments to HKFRS 10, Investment Entities: Applying the BRNBRSENEI0 . KEEE  BAGAKAY
HKFRS 12 and HKAS 28 (2011)  Consolidation Exception BRUBREENE2R AR

REEGHERFE 265
(BiIx) (Z2—%)

Amendments to HKFRS 11 Accounting for Acquisitions of ERURREERNENG UELEERERT
Interests in Joint Operations (1B3TA) LG
HKFRS 14 Regulatory Deferral Accounts BRI BRREERE 145 EERFUER
Amendments to HKAS 1 Disclosure Initiative EEEHERNE % REE
(1B3T7)
Amendments to HKAS 16 Clarification of Acceptable Methods EAGHENZ6E R BERZIEREE 2
and HKAS 38 of Depreciation and Amortisation ER e EN 385 JBE
(1B3T7)
Amendments to HKAS 16 Agriculture: Bearer Plants BEEEAEI6 R  BE - £ENEY
and HKAS 41 BRGERF45%
(1B3T7)
Amendments to HKAS 27 (2011)  Equity Method in Separate B S ERE27% BV H B AAER
Financial Statements (BaIR) (Z2—4%)
Annual Improvements Amendments to a number “E-—FE-FTNFE  EERBRELELZ
2012-2014 Cycle of HKFRSs BHERNE ZIBEE]
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2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES (continued)

Except for the amendments to HKFRS 10, HKFRS 12
and HKAS 28 (2011), amendments to HKFRS 11,
HKFRS 14, amendments to HKAS 16 and HKAS 41,

amendments to HKAS 27 (2011),

and certain

amendments included in the Annual Improvements
2012-2014 Cycle, which are not relevant to the
preparation of the Group’s financial statements, the
nature and the impact of the amendments are
described below:

(a)

Amendments to HKAS 1 include narrow-focus
improvements in respect of the presentation and
disclosure in financial statements. The
amendments clarify:

() the materiality requirements in HKAS 1;

(i) that specific line items in the statement of
profit or loss and the statement of financial
position may be disaggregated;

(i) that entities have flexibility as to the order in
which they present the notes to financial
statements; and

(iv)  that the share of other comprehensive
income of associates and joint ventures
accounted for using the equity method must
be presented in aggregate as a single line
item, and classified between those items
that will or will not be subsequently
reclassified to profit or loss.

Furthermore, the amendments clarify the
requirements that apply when additional subtotals
are presented in the statement of financial
position and the statement of profit or loss. The
amendments have had no significant impact on
the Group's financial statements.

2.2
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2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES (continuead)

102

(b)

(c)

Zhejiang Tengy Environmental Technology Co., Ltd

Amendments to HKAS 16 and HKAS 38 clarify
the principle in HKAS 16 and HKAS 38 that
revenue reflects a pattern of economic benefits
that are generated from operating a business (of
which the asset is part) rather than the economic
benefits that are consumed through the use of
the asset. As a result, a revenue-based method
cannot be used to depreciate property, plant and
equipment and may only be used in very limited
circumstances to amortise intangible assets. The
amendments are to be applied prospectively. The
amendments have had no impact on the financial
position or performance of the Group as the
Group has not used a revenue-based method for
the calculation of depreciation of its non-current
assets.

Annual Improvements to HKFRSs 2012-2014
Cycle issued in October 2014 sets out
amendments to a number of HKFRSs. Details of
the amendments are as follows:

° HKFRS 5 Non-current Assets Held for Sale
and Discontinued Operations: Clarifies that
changes to a plan of sale or a plan of
distribution to owners should not be
considered to be a new plan of disposal,
rather it is a continuation of the original plan.
Accordingly, there is no change in the
application of the requirements in HKFRS 5.
The amendments also clarify that changing
the disposal method does not change the
date of classification of the non-current
assets or disposal group held for sale. The
amendments are to be applied
prospectively. The amendments have had
no impact on the Group as the Group did
not have any change in the plan of sale or
disposal method in respect of the disposal
group held for sale during the year.
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2.3 ISSUED BUT NOT YET EFFECTIVE 2.3 Eﬁﬁﬁﬁfﬂfﬁii‘iZé%Eﬂﬁﬁ%
p-4= ||

HONG KONG FINANCIAL REPORTING
STANDARDS

The Group has not applied the following new and
revised HKFRSs, that have been issued but are not yet
effective, in these financial statements.

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment Transactions®
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts®

HKFRS 9 Financial Instruments’

Amendments to HKFRS 10 Sale or Contribution of Assets between an
and HKAS 28 (2011) Investor and its Associate or
Joint Venture

HKFRS 15 Revenue from Contracts with Customers?

Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from
Contracts with Customers?

HKFRS 16 Leases®

Amendments to HKAS 7 Disclosure Initiative'

Amendments to HKAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses'

! Effective for annual periods beginning on or after 1 January 2017
2 Effective for annual periods beginning on or after 1 January 2018
8 Effective for annual periods beginning on or after 1 January 2019

4 No mandatory effective date yet determined but available for
adoption

The directors anticipate that the application of the new
and revised HKFRSs will have no material impact on
the financial statements except for the application of
HKFRS 15 and Amendments to HKAS 7. Further
information about HKFRS 15 and Amendments to
HKAS 7 is as follows:
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2.3

104

ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

Amendments to HKAS 7 require an entity to provide
disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing
activities, including both changes arising from cash
flows and non-cash changes. The amendments will
result in additional disclosure to be provided in the
financial statements. The Group expects to adopt the
amendments from 1 January 2017.

HKFRS 15 establishes a new five-step model to
account for revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised at
an amount that reflects the consideration to which an
entity expects to be entitled in exchange for
transferring goods or services to a customer. The
principles in HKFRS 15 provide a more structured
approach for measuring and recognising revenue. The
standard also introduces extensive qualitative and
quantitative disclosure requirements, including
disaggregation of total revenue, information about
performance obligations, changes in contract asset and
liability account balances between periods and key
judgements and estimates. The standard will supersede
all current revenue recognition requirements under
HKFRSs. In June 2016, the HKICPA issued
amendments to HKFRS 15 to address the
implementation issues on identifying performance
obligations, application guidance on principal versus
agent and licences of intellectual property, and
transition. The amendments are also intended to help
ensure a more consistent application when entities
adopt HKFRS 15 and decrease the cost and complexity
of applying the standard. The Group expects to adopt
HKFRS 15 on 1 January 2018 and is currently assessing
the impact of HKFRS 15 upon adoption.

Zhejiang Tengy Environmental Technology Co., Ltd
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2.4 SUMMARY OF SIGNIFICANT 24 TEESTHHEME

ACCOUNTING POLICIES
Fair value measurement

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date. The fair value measurement is
based on the presumption that the transaction to sell
the asset or transfer the liability takes place either in
the principal market for the asset or liability, or in the
absence of a principal market, in the most
advantageous market for the asset or liability. The
principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or
liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant
that would use the asset in its highest and best use.

The Group uses valuation techniques that are
appropriate in the circumstances and for which
sufficient data are available to measure fair value,
maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.
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2.4 SUMMARY OF SIGNIFICANT

24 FESHBEBE®)

ACCOUNTING POLICIES (Continued)
Fair value measurement (Continued)

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows,
based on the lowest level input that is significant to the
fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level2 — based on valuation techniques for which the lowest
level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest

level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the
financial statements on a recurring basis, the Group
determines whether transfers have occurred between
levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to
the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required (other
than inventories, construction contract assets, financial
assets and investment property), the asset'’s
recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’s value in use and its fair value less
costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets
or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to
which the asset belongs.

Zhejiang Tengy Environmental Technology Co., Ltd
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Impairment of non-financial assets (Continued)

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset. An impairment loss is charged to profit or loss in
the period in which it arises in those expense
categories consistent with the function of the impaired
asset.

An assessment is made at the end of each of the
reporting period as to whether there is an indication
that previously recognised impairment losses may no
longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset is
reversed only if there has been a change in the
estimates used to determine the recoverable amount
of that asset, but not to an amount higher than the
carrying amount that would have been determined (net
of any depreciation/amortisation) had no impairment
loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to profit
or loss in the period in which it arises.

Related parties

A party is considered to be related to the Group if:

(a)  the party is a person or a close member of that
person’s family and that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(i) is a member of the key management

personnel of the Group or of a parent of the

Group;

or

24 FESHBEBE®)
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

108

Related parties (Continued)

(b)

the party is an entity where any of the following
conditions applies:

(i) the entity and the Group are members of
the same group;

(i) one entity is an associate or joint venture of
the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

(i)~ the entity and the Group are joint ventures
of the same third party;

(iv)  one entity is a joint venture of a third entity
and the other entity is an associate of the
third entity;

(v)  the entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group;

(vi)  the entity is controlled or jointly controlled
by a person identified in (a);

(vii) a person identified in (a)(i) has significant
influence over the entity or is a member of
the key management personnel of the entity
(or of a parent of the entity); and

(viii) the entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
parent of the Group.

24 FESHBEBE®)
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2.4 SUMMARY OF SIGNIFICANT 2.4

ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation

Property, plant and equipment, other than construction
in progress, are stated at cost less accumulated
depreciation and any impairment losses. The cost of an
item of property, plant and equipment comprises its
purchase price and any directly attributable costs of
bringing the asset to its working condition and location
for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as
repairs and maintenance, is normally charged to profit
or loss in the period in which it is incurred. In situations
where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are
required to be replaced at intervals, the Group
recognises such parts as individual assets with specific
useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated
useful life. The principal annual rates used for this
purpose are as follows:
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Buildings 4.75% BF 4.75%
Plant and machinery 9.50% M= M es 9.50%
Office equipment 19.00%-31.67% N ) 19.00%-31.67%
Motor vehicles 23.75% RE 23.75%

Where parts of an item of property, plant and
equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts
and each part is depreciated separately. Residual
values, useful lives and the depreciation methods are
reviewed, and adjusted if appropriate, at least at each
financial year end.
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2.4 SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation (Continued)

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in profit or loss in the
year the asset is derecognised is the difference
between the net sales proceeds and the carrying
amount of the relevant asset.

Construction in progress represents buildings, plant and
machinery under construction, which are stated at cost
less any impairment losses, and are not depreciated.
Cost comprises the direct costs of construction and
capitalised borrowing costs on related borrowed funds
during the period of construction. Construction in
progress is reclassified to the appropriate category of
property, plant and equipment when completed and
ready for use.

Investment properties

Investment properties are interests in land and
buildings (including the leasehold interest under an
operating lease for a property which would otherwise
meet the definition of an investment property) held to
earn rental income and/or for capital appreciation, rather
than for use in the production or supply of goods or
services or for administrative purposes; or for sale in
the ordinary course of business.

Investment properties are accounted for using the cost
model.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of investment property
to its residual value over its estimated useful life. The
principal annual rates used for this purpose are as
follows:

4.75%
2.74%

Building
Land use right
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2.4 SUMMARY OF SIGNIFICANT 2.4

ACCOUNTING POLICIES (continued)
Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at
the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed
for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at
each financial year end.

Software

Purchased software is stated at cost less any
impairment losses and is amortised on the straight-line
basis over its estimated useful life of 3 years.

Patent

Purchased patent is stated at cost less any impairment
losses and is amortised on the straight-line basis over
its estimated useful life of 10 years.

Research and development costs
All research costs are charged to profit or loss as
incurred.

Expenditure incurred on projects to develop new
products is capitalised and deferred only when the
Group can demonstrate the technical feasibility of
completing the intangible asset so that it will be
available for use or sale, its intention to complete and
its ability to use or sell the asset, how the asset will
generate future economic benefits, the availability of
resources to complete the project and the ability to
measure reliably the expenditure during the
development. Product development expenditure which
does not meet these criteria is expensed when
incurred.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Intangible assets (other than goodwill)
(Continued)

Research and development costs

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-
line basis over the commercial lives of the underlying
products not exceeding 5 to 7 years, commencing from
the date when the products are put into commercial
production.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessor, assets leased by the Group under operating
leases are included in non-current assets, and rentals
receivable under the operating leases are credited to
profit or loss on the straight-line basis over the lease
terms. Where the Group is the lessee, rentals payable
under operating leases are charged to profit or loss on
the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on
the straight-line basis over the lease terms.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
loans and receivables, as appropriate. When financial
assets are recognised initially, they are measured at fair
value plus transaction costs that are attributable to the
acquisition of the financial assets.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset.
Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within
the period generally established by regulation or
convention in the marketplace.
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2.4 SUMMARY OF SIGNIFICANT 24 TESTHBEME @)

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(Continued)

Subsequent measurement
The subsequent measurement of financial assets
depends on their classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. After initial
measurement, such assets are subsequently measured
at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised
cost is calculated by taking into account any discount or
premium on acquisition and includes fees or costs that
are an integral part of the effective interest rate. The
effective interest rate amortisation is included in other
income and gains in profit or loss. The loss arising from
impairment is recognised in profit or loss in finance
costs for loans and in administrative expenses for
receivables.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from
the Group's consolidated statement of financial
position) when:

° the rights to receive cash flows from the asset
have expired; or

o the Group has transferred its rights to receive
cash flows from the asset or has assumed an
obligation to pay the received cash flows in full
without material delay to a third party under a
“pass-through” arrangement; and either (a) the
Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all
the risks and rewards of the asset, but has
transferred control of the asset.
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2.4 SUMMARY OF SIGNIFICANT

114

ACCOUNTING POLICIES (continued)
Derecognition of financial assets (Continued)

When the Group has transferred its rights to receive
cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent
it has retained the risk and rewards of ownership of the
asset. When it has neither transferred nor retained
substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to
recognise the transferred asset to the extent of the
Group’s continuing involvement. In that case, the Group
also recognises an associated liability. The transferred
asset and the associated liability are measured on a
basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and
the maximum amount of consideration that the Group
could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial
asset or a group of financial assets is impaired. An
impairment exists if one or more events that occurred
after the initial recognition of the asset have an impact
on the estimated future cash flows of the financial
asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is
experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT 24 TESTHBEME @)

ACCOUNTING POLICIES (continued)
Impairment of financial assets (Continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually
for financial assets that are individually significant, or
collectively for financial assets that are not individually
significant. If the Group determines that no objective
evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with
similar credit risk characteristics and collectively
assesses them for impairment. Assets that are
individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

The amount of any impairment loss identified is
measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not yet been incurred). The present value of the
estimated future cash flows is discounted at the
financial asset’s original effective interest rate (i.e., the
effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced through
the use of an allowance account and the loss is
recognised in profit or loss. Interest income continues
to be accrued on the reduced carrying amount using
the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment
loss. Loans and receivables together with any
associated allowance are written off when there is no
realistic prospect of future recovery and all collateral
has been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised,
the previously recognised impairment loss is increased
or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited to
administrative expenses in profit or loss.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Financial liabilities

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as
loans and borrowings, as appropriate.

All financial liabilities are recognised initially at fair value
and, in the case of loans and borrowings, net of directly
attributable transaction costs.

The Group's financial liabilities include trade and bills
payables, other payables and accruals, amounts due to
the holding company and related companies and
interest-bearing bank borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities
depends on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised
cost, using the effective interest rate method unless
the effect of discounting would be immaterial, in which
case they are stated at cost. Gains and losses are
recognised in profit or loss when the liabilities are
derecognised as well as through the effective interest
rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in
finance costs in profit or loss.
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24 FESHBEBE®)

ACCOUNTING POLICIES (continued)
Derecognition of financial liabilities

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by
another from the same lender on substantially different
terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the
difference between the respective carrying amounts is
recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and
the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to
offset the recognised amounts and there is an intention
to settle on a net basis, or to realise the assets and
settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress and
finished goods, comprises direct materials, direct labour
and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices
less any estimated costs to be incurred to completion
and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on
hand and demand deposits are subject to an
insignificant risk of changes in value, and have a short
maturity of generally within three months when
acquired and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash on hand and at banks, which are not restricted as
to use.
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ACCOUNTING POLICIES (continued)
Provisions

A provision is recognised when a present obligation
(legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of
resources will be required to settle the obligation,
provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
end of each reporting period of the future expenditures
expected to be required to settle the obligation. The
increase in the discounted present value amount arising
from the passage of time is included in finance costs in
profit or loss.

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the
end of each reporting period, taking into consideration
interpretations and practices prevailing in the country in
which the Group operates.

Deferred tax is provided, using the liability method, on
all temporary differences at the end of each reporting
period between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Income tax (Continued)

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination
and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss;
and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the temporary
differences can be controlled and it is probable
that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets
are recognised to the extent that it is probable that
taxable profit will be available against which the
deductible temporary differences, the carryforward of
unused tax credits and unused tax losses can be
utilised, except:

o when the deferred tax asset relating to the
deductible temporary differences arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination
and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss;
and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future
and taxable profit will be available against which
the temporary differences can be utilised.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Income tax (Continued)

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting
period and are recognised to the extent that it has
become probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to
be recovered.

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on
tax rates (and tax laws) that have been enacted or
substantively enacted by the end of each reporting
period.

Deferred tax assets and deferred tax liabilities are
offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the
deferred taxes relate to the same taxable entity and the
same taxation authority.

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will
be received and all attaching conditions will be
complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis
over the periods that the costs, which it is intended to
compensate, are expensed.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following
bases:

(a)

from the sale of goods, when the significant risks
and rewards of ownership have been transferred
to the buyer, provided that the Group maintains
neither managerial involvement to the degree
usually associated with ownership, nor effective
control over the goods sold;

from construction contracts, on the percentage of
completion basis, as further explained in the
accounting policy for “Construction contracts”
below;

from the rendering of services, on the percentage
of completion basis, as further explained in the
accounting policy for “Contracts for services”
below;

rental income, on a time proportion basis over the
lease terms;

interest income, on an accrual basis using the
effective interest method by applying the rate that
exactly discounts the estimated future cash
receipts over the expected life of the financial
instrument or a shorter period, when appropriate,
to the net carrying amount of the financial asset;
and

dividend income, when the shareholders’ right to
receive payment has been established.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Construction contracts

Contract revenue comprises the agreed contract
amount and appropriate amounts from variation orders,
claims and incentive payments. Contract costs incurred
comprise direct materials, the costs of outsourcing,
direct labour and an appropriate proportion of variable
and fixed construction overheads.

Revenue from fixed price construction contracts is
recognised using the percentage of completion
method, measured by reference to the proportion of
costs incurred to date to the estimated total cost of the
relevant contract.

Provision is made for foreseeable losses as soon as
they are anticipated by management. Where contract
costs incurred to date plus recognised profits less
recognised losses exceed progress billings, the surplus
is treated as an amount due from contract customers.
Where progress billings exceed contract costs incurred
to date plus recognised profits less recognised losses,
the surplus is treated as an amount due to contract
customers.

Contracts for services

Contract revenue on the rendering of services
comprises the agreed contract amount. Costs of
rendering services comprise labour and other costs of
personnel directly engaged in providing the services
and attributable overheads.

Revenue from the rendering of services is recognised
based on the percentage of completion of the
transaction, provided that the revenue, the costs
incurred and the estimated costs to completion can be
measured reliably. The percentage of completion is
established by reference to the costs incurred to date
as compared to the total costs to be incurred under the
transaction. Where the outcome of a contract cannot
be measured reliably, revenue is recognised only to the
extent that the expenses incurred are eligible to be
recovered.

Zhejiang Tengy Environmental Technology Co., Ltd
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2.4 SUMMARY OF SIGNIFICANT 24 TESTHBEME @)

ACCOUNTING POLICIES (Continued)
Contracts for services (Continued)

Provision is made for foreseeable losses as soon as
they are anticipated by management. Where contract
costs incurred to date plus recognised profits less
recognised losses exceed progress billings, the surplus
is treated as an amount due from contract customers.
Where progress billings exceed contract costs incurred
to date plus recognised profits less recognised losses,
the surplus is treated as an amount due to contract
customers.

Other employee benefits

Pension scheme

The employees of the Company and its subsidiaries
which operate in Mainland China are required to
participate in a central pension scheme operated by the
local municipal government. These companies are
required to contribute 14% of their payroll costs to the
central pension scheme. The contributions are charged
to profit or loss as they become payable in accordance
with the rules of the central pension scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e.,
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are
capitalised as a part of the cost of those assets. The
capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or
sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs
are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of
funds.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

24 FESHBEBE®)

Dividends BE

Final dividends are recognised as a liability when they
are approved by the shareholders in a general meeting.

Foreign currency transactions
Transactions in foreign currencies are translated into

the functional currency of the Company using the
exchange rates prevailing at the dates of the

EARMKREERRNBERAS EHLER
AR RasE-

SR 5
SMEEHE R SRR 5 % FIBTT 2 E %

RBR/ARBNNEER - ZEXHEE
HINEGHENEBEERARZFRES

EREEZEN ZBMNEaRER

transactions. Exchange differences arising from the
settlement of such transactions and from the
translation at the year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies
are recognised in the statement of profit or loss.

3. SIGNIFICANT ACCOUNTING 3.
JUDGEMENTS AND ESTIMATES

EZEgRT M R

The preparation of the Group’s financial statements BRAEEMFHKRE  SEEEELH
requires management to make judgements, estimates M (et RRE - MEHE - Ht R
and assumptions that affect the reported amounts of HEEWNS ALY BELRBENESHS
revenues, expenses, assets and liabilities, and their HEREBRE URKAAENEE - %
accompanying disclosures, and the disclosure of EBREREANO T EREREEERH %R
contingent liabilities. Uncertainty about these BEARARSEEENAENERE -
assumptions and estimates could result in outcomes

that could require a material adjustment to the carrying

amounts of the assets or liabilities affected in the

future.

-
EEERAAKRENS SRS - RIEH

W RAEEHEVHIER SN TRVE A T HR B 7
BRAERSHEAREATZEN A

Judgements

In the process of applying the Group's accounting
policies, management has made the following
judgements, apart from those involving estimations,
which have the most significant effect on the amounts
recognised in the financial statements:
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)
Judgements (Continued)

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases
on its investment property portfolio. The Group has
determined, based on an evaluation of the terms and
conditions of the arrangements, that it retains all the
significant risks and rewards of ownership of these
properties which are leased out on operating leases.

Classification between investment properties and
owner-occupied properties

The Group determines whether a property qualifies as
an investment property, and has developed criteria in
making that judgement. Investment property is a
property held to earn rentals or for capital appreciation
or both. Therefore, the Group considers whether a
property generates cash flows largely independently of
the other assets held by the Group. Some properties
comprise a portion that is held to earn rentals or for
capital appreciation and another portion that is held for
use in the production or supply of goods or services or
for administrative purposes. If these portions could be
sold separately or leased out separately under a finance
lease, the Group accounts for the portions separately. If
these portions could not be sold separately, the
property is an investment property only if an
insignificant portion is held for use in the production or
supply of goods or services or for administrative
purposes. Judgement is made on an individual property
basis to determine whether ancillary services are so
significant that a property does not qualify as an
investment property.
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126

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)
Estimation uncertainty

The key assumptions concerning the future and other
key sources of estimation uncertainty at the end of
each reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year,
are described below.

Impairment of non-financial assets (other than goodwill)
The Group assesses whether there are any indicators
of impairment for all non-financial assets at the end of
each reporting period. Non-financial assets are tested
for impairment when there are indicators that the
carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset
or a cash-generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs
of disposal and its value in use. The calculation of the
fair value less costs of disposal is based on available
data from binding sales transactions in an arm'’s length
transaction of similar assets or observable market
prices less incremental costs for disposing of the asset.
When value in use calculations are undertaken,
management must estimate the expected future cash
flows from the asset or cash-generating unit and
choose a suitable discount rate in order to calculate the
present value of those cash flows.

Deferred tax assets

Deferred tax assets are recognised for unused tax
losses to the extent that it is probable that taxable profit
will be available against which the losses can be
utilised. Significant management judgement is required
to determine the amount of deferred tax assets that
can be recognised, based upon the likely timing and the
level of future taxable profits together with future tax
planning strategies. Further details are contained in
note 24 to the financial statements.
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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)
Estimation uncertainty (Continued)

Impairment of trade and other receivables

Impairment of trade and other receivables is made
based on ongoing assessment of the recoverability of
trade and other receivables. The identification of
impairment requires management’s judgements and
estimates. Where the actual outcome is different from
the original estimate, such differences will impact on
the carrying values of the trade and other receivables
and the impairment loss in the period in which such
estimate has been changed.

Useful lives and residual values of property, plant and
equipment and investment property

In determining the useful lives and residual values of
items of property, plant and equipment and investment
property, the Group has to consider various factors,
such as technical or commercial obsolescence arising
from changes or improvements in production, or from a
change in the market demand for the product or service
output of the asset, expected usage of the asset,
expected physical wear and tear, the care and
maintenance of the asset and the legal or similar limits
on the use of the asset. The estimation of the useful
life of the asset is based on the experience of the
Group with similar assets that are used in a similar way.

Additional depreciation is made if the estimated useful
lives and/or the residual values of items of property,
plant and equipment and investment property are
different from the previous estimation. Useful lives and
residual values are reviewed at each financial year end
date based on changes in circumstances.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)
Estimation uncertainty (Continued)

Estimation of total budgeted costs and cost to
completion for construction contracts

Total budgeted costs for construction contracts
comprise (i) direct material costs, (ii) costs of
outsourcing and direct labour, and (iii) an appropriation
of variable and fixed service overheads. In estimating
the total budgeted costs for construction contracts,
management makes reference to information such as (i)
current market prices of raw materials, (ii) current offers
from sub-contractors and suppliers, and (iii) recent
offers agreed with sub-contractors and suppliers.

Percentage of completion of construction works

The Group recognises revenue according to the
percentage of completion of individual contracts of
construction works, which requires estimation to be
made by management. The stage of completion is
measured by reference to the proportion of costs
incurred to date to the estimated total cost of the
relevant contract, and the corresponding contract
revenue is also estimated by management. Due to the
nature of the activity undertaken in construction
contracts, the date at which the activity is entered into
and the date at which the activity is completed usually
fall into different accounting periods. Hence, the Group
reviews and revises the estimates of both contract
revenue and contract costs in the budget prepared for
each contract as the contract progresses. Where the
actual contract revenue is less than expected or actual
contract costs are more than expected, a foreseeable
loss may arise.
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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(Continued)
Change in accounting estimates

Trade receivables and other receivables

In order to reflect the financial position and operating
results of the Group in a more objective and fair
manner, the Group changed the ratio for bad debts
provision of trade receivables and other receivables
aged over four years from 50% to 100% from 1
September 2016 onwards.

As retrospective adjustments have not been made for
previous years with respect to the change in accounting
estimates, there will be no impact on the published
financial statements of the Group. The impact on the
consolidated financial statements of the Group for the
year ended 31 December 2016 arising from the above
mentioned change in accounting estimates of trade
receivables and other receivables shall be a decrease in

3. EESTHHERME &)

B ERE

B 5 IEWIA R H A JEY5IE

BE R EN T R R AN B & B RS AROR &
CREEE  AEEE-ZT—X"FLA—H
BB GRS AIUEA FREB 5 EKR R
N H Ath FE U SR IB M AR B L R 3 50% &
% A100% °

HRAEEYERBAEFENS T HTE
BEHBPAE  MASEERTA MY
WEBTEZETE LB FHEWFIE
NEMERFIEN S G2 EEAEE
HE-Z—XAF+_A=+—HLFEH
REVBRREEATE SHHE_ZT
—NFt+t A=+ BUFENGEFNER
A # AR 1,998,000 7T © BRI ZH

total profit of approximately RMB1,998,000 for the year BT
ended 31 December 2016. Details of the impact were
as follows:
Before changes Changes After changes
in accounting in accounting in accounting
estimates estimates estimates
s EEREHD =EREHD
BEA] BE BE#E
Trade and bills receivables & 5 e kI8 7 fE U Z 4% 645,530 (2,355) 643,175
Prepayments, deposits and JETFUE - 124 K&
other receivables Hth FEUTRIA 43,983 (309) 43,674
Administrative expenses TS 61,243 2,664 63,907
Deferred tax assets BIEFIIEEE 21,979 666 22,645
Income tax expenses FRSHR 2 36,753 (666) 36,087
Retained profits {REB T (307,694) 1,998 (305,696)
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4.

130

OPERATING SEGMENT INFORMATION

The Group’'s revenue during the year was mainly
derived from the sale of environmental pollution
prevention equipment. The products of the Group are
subject to similar risks and returns and, therefore, the
Group has only one business segment.

Geographical information

(a)  Revenue from external customers

R 5 EE R
AEBRAEEHREEEREHERE
SSRMARE - NEEEIEENRR X
PRSEISRABELL - Eith - AEBEEAF —EHE
s o

ih & & R

(@) KEIEBEFLH

2016 2015

—E—RF —E—T1F

RMB’000 RMB'000

ARET T AREFIT

Mainland China HR A 977,124 896,367
Other countries HEMRER 20,440 23,608
997,564 919,975

The revenue information above is based on the
locations of the customers.

(b)  Non-current assets
All non-current assets of the Group are located in
Mainland China.

Information about major customers

For the year ended 31 December 2016, revenue from
sales to a customer amounted to RMB115,312,000 or
11.6% of the Group's total revenue. For the year ended
31 December 2015, no revenue from sales to a single
customer amounted to 10% or more of the Group's
total revenue.
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5. REVENUE, OTHER INCOME AND 5. W%  HtWw A RFIE
GAINS
Revenue represents an appropriate proportion of WHIEEEESRNARK SNBSS I D
contract revenue of construction contracts; the net FriHEERSMBGEERE SITMERE
invoiced value of goods sold, after allowances for ZRE  UEREFERFTIRERENEE -

returns and trade discounts; and the value of services
rendered during the year.

An analysis of revenue, other income and gains is as W~ B A RFISHSTOT ¢
follows:

2016 2015
—E—RF —ET—RF
RMB’000 RMB'000
ARET T AREFIT

Revenue g
Construction contracts EiEAR 993,071 916,073
Sale of goods HEE M 4,463 3,862
Rendering of services AR 30 40
997,564 919,975

Other income Hibg A

Bank interest income ERITH B HA 2,684 598
Government grants IS 5,839 3,699
Gross rental income HEW A BT 430 1,085
Compensation income HmEWA 285 507
Others Hi 169 24
9,407 5,913

Gain &
Foreign exchange gain, net b 5 W e TR 4,922 3,331
14,329 9,244
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6.

132

PROFIT BEFORE TAX 6. FANEF
The Group's profit before tax is arrived at after charging/ ANE B ADE R TR (GEA) AT
(crediting): SIRIBER
2016 2015
—EB-RF —E-AF
Notes RMB’000 RMB'000
BdaE AR%T T ARBT T
Cost of services provided Frig it AR TS OB 2R 766,493 731,771
Cost of inventories sold Fr& L F B/ 1,895 1,628
Depreciation of property, W - BERKETE
plant and equipment 12 4,353 3,845
Depreciation of an KREMEIE
investment property 13 477 955
Amortisation of prepaid FER T 1 R & ROE B
land lease payments 14 1,117 975
Amortisation of intangible assets & E # i 15 109 42
Amortisation of prepaid TEAS AR & A S 5
rental expense 3,701 3,768
Research and development costs 35 AN 21,586 -
Auditor’s remuneration % £ 6D 3 B 1,507 1,459
Employee benefit expense EERNFAX (T
(excluding directors’, T EEREK
supervisors’ and chief TTHRA B 80 E B
executive’'s remuneration (K3E8) )
(note 8))
Wages and salaries TERF® 44,124 43,529
Pension scheme contributions RIREEEIRR 2,550 3,444
Staff welfare expenses BTN 4,145 3,839
50,819 50,812
Foreign exchange differences, net SNEZ%8)F%8 (4,922) (3,331)
Impairment of trade receivables B 5 EWGIBERE 18 10,736 3,707
Impairment of other receivables H b pE U R I (B 19 647 150
Bank interest income RITFEWA 5 (2,684) (598)
Direct operating expenses EEArHEESNRE
(including repairs and MENEZLERY
maintenance) arising from (BIEHEHE R HEE)
rental-earning investment
property 477 955
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7. FINANCE COSTS 7. BERNA
An analysis of finance costs is as follows: BMERAHDFTAT
2016 2015
—E-RE —ZT—RHF
RMB’000 RMB'000
ARETT AREFIT
Interest on bank loans RITEREF A 6,695 10,215
Interest on discounted bills HEIR EE AT B = 161
6,695 10,376

8. DIRECTORS’, SUPERVISORS’ AND 8.
CHIEF EXECUTIVE'S REMUNERATION A

Directors’, supervisors’ and chief executive's
remuneration for the year, disclosed pursuant to the
Listing Rules, section 383(1)(a), (b), (c) and (f) of the

EEX EERERITHRAENH

Rig EmRA - BB R RRGIZE383(1)()
()~ () M MER AR (BREEEMREFR)
HPIE2HMIEENES  EERERITHA

Hong Kong Companies Ordinance and Part 2 of the BRERNNFTMNAT
Companies (Disclosure of information about Benefits of
Directors) Regulation, is as follows:
2016 2015
—E-REF g
RMB’000 RMB'000
AR®T ARBT T
Fees we - -
Other emoluments: Hibiig -
Salaries, allowances and e EMEREYREF
benefits in kind 2,127 1,716
Pension scheme contributions RIS ETEIE R 103 91
2,230 1,807
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B 15 R M =T
31 December 2016
—F-ANFL_AET—H

8. DIRECTORS’, SUPERVISORS’ AND 8. EE EEKSMTHAENH

CHIEF EXECUTIVE’'S REMUNERATION B (&)
(Continued)
(a) Independent non-executive directors (a) BYUFHITES
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind contributions remuneration
e EMR Bk
we ENEF sTEIER FriNazE
RMB’000 RMB’000 RMB’000 RMB’000
AR®T R AR®TR AR%T AR%T
2016 —E-RE
Tam Hon Shan Celia  ZZH - 248 - 248
Dang Xiaoging" /B0 - 55 - 55
Jiang Yan® Z20 - 35 - 35
Zhang Bing RIA - 60 - 60
- 398 - 398
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions  remuneration
e EUK BRE
we EYEH FHEI R A kS
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETIT ARETIT ARETTT
2015 —E-RF
Tam Hon Shan Celia  Z& 1 - 236 - 236
Dang Xiaoging =N - 10 - 10
Zhang Bing RSB - 10 - 10
- 256 - 256
Notes: Kist -
(1) Dang Xiaoging resigned as independent non-executive 1) BNEE B NEAA—BREEIA
director of the Company with effect from 1 June 2016. NN IEHITES -
(2) Jiang Yan was appointed as independent non-executive 2) £2H T NENA-AREEEA
director of the Company with effect from 1 June 2016. NATVBIESTES o
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ISk e
31 December 2016
—E—ANF+ZA=1—H

8. DIRECTORS’, SUPERVISORS’' AND 8. EE EERSRITHAENH
CHIEF EXECUTIVE'S REMUNERATION B (=)
(Continued)
(b) Executive directors, non-executive (b) ITES - FHITES - BEER
directors, supervisors and the chief BRITHRAE
executive
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
2o 1)1 Bike
e BENEF sTEIHR B2 Pk
RMB’000 RMB’000 RMB’000 RMB’000
AR¥ETT AR¥TR AR¥T T AR¥T R
2016 —E-XxE
Executive directors: HTES:
Bian Yu BT - 486 21 507
Bian Weican BERE - 177 21 198
Bian Shu' BIR0 - 103 13 116
- 766 55 821
Non-executive directors: FEHITES :
Bian Jianguang BEY - 150 - 150
Zhang Yuanyuan ERR - 166 20 186
Zhu Hong? ERAl - 35 - 35
- 351 20 371
Supervisors: =
Chen Xinhua® R Ee - 76 6 82
Bian Shut 2 IR0 - 75 8 83
Fu Jun &19 - 60 = 60
Fang Zhiguo FRE - 60 - 60
- 271 14 285
Chief executive: BRITHAE
Qiu Jinxing BeE - 34 14 355
- 1,729 103 1,832
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—E—NF1+ZHA=1—H

8. DIRECTORS’, SUPERVISORS’' AND 8. EE EEKREHMITHAENE
CHIEF EXECUTIVE’'S REMUNERATION B ()
(Continued)
(b) Executive directors, non-executive (b) HITES - FHITES - EER
directors, supervisors and the chief BRITHAE ()

executive (Continued)

Salaries,
allowances Pension
and benefits scheme Total
Fees inkind  contributions  remuneration
e ZMHK N
ik EWEH FHEIER Frof s
RMB'00 RMB'000 RMB'000 RMB'000
AREFT AREFT AREFT AREFT
2015 —E-RF
Executive directors: WiTES:
Bian Yu BT - 481 18 499
Bian Weican 2EE - 177 20 197
- 658 38 696
Non-executive directors:  FEH{TE S :
Bian Jianguang BEX - 121 - 121
Zhang Yuanyuan ERR - 146 20 166
- 267 20 287
Supervisors: B
Bian Shut ZIR0 - 177 20 197
Fu Jun & - 10 - 10
Fang Zhiguo JRE - 10 - 10
- 197 20 217
Chief executive: BMITHAE
Qiu Jinxing i - 338 13 351
- 1,460 91 1,551

Notes: HtaE -

(1) Bian Shu resigned as supervisor of the Company with (1) BIKEZT—RNFANA-BRETAR
effect from 1 June 2016 and was appointed as executive AEETE-_ZT—A"F~A—HRBEZ
director with effect from 1 June 2016. EBRITES -

(2) Zhu Hong was appointed as non-executive director of (2) KAOBZZT—R"ERA—HREZEA
the Company with effect from 1 June 2016. RAFRIEMITES -

(3) Chen Xinhua was appointed as supervisor of the 3) BRMER _T-—"FAA—BREZE
Company with effect from 1 June 2016. BARARESE -

There was no arrangement under which a director, a FA-MBESE ESFAERITHRAEMN
supervisor or the chief executive waived or agreed to 5 o} [B) B S WA BN A 22 B -

waive any remuneration during the year.
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9. FIVE HIGHEST PAID EMPLOYEES 9. LEBRSHFMEES
The five highest paid employees during the year FR AEEaFNEETRIE—ZESE
included one director and the chief executive (2015: EEFTRAEBE(ZE—AF  MEESFEN
two directors and the chief executive), details of whose BRITBAEL)  EFHMFBEHN EXXHE
remuneration are set out in note 8 above. Details of the 8 FN  HH=Z(ZZT—H1F: ML)
remuneration of the remaining three (2015: two) ARNBEFNSRITHAENZS FHEE
highest paid employees who are neither a director nor ERFHMEFBOT ¢
chief executive of the Company during the year are as
follows:
2016 2015
—E—XEF —T—RF
RMB’000 RMB'000
AR¥T AREFIT
Salaries, allowances and e R EBYEF
benefits in kind 871 762
Pension scheme contributions BB 25 23
896 785
The remuneration of all the non-director and non-chief FREEE S NS HITHA BN S
executive highest paid employees fell within the band EEHZFHNNZZE 1,000,000 7T R -

of nil to HK$1,000,000.
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—F-ANFL_AET—H

10. INCOME TAX 10. FR{S#H

REFEIRMASIARBRER - A0
AREEPEALEENNEQRAR
25% BV R BLER WA A B EPTIS IR

Pursuant to the Corporate Income Tax Law of the PRC
and the respective regulations, the Company and its
subsidiaries which operate in Mainland China are

subject to Corporate Income Tax (“CIT") at a rate of
25% on the taxable income.

The income tax expense of the Group is analysed as

([RZEMEH)

AEBWMABHAZ AT :

follows:
2016 2015
—B-RE —ZT—RHF
RMB’000 RMB'000
ARET T ARET T
Current — Charged for the year FRENERST H 40,471 41,404
Deferred (note 24) RIE (Hfat24) (4,384) (3,470)
Total tax charge for the year FERFIA Y H4a%E 36,087 37,934

A reconciliation of the tax expense applicable to profit
before tax at the statutory rate to the tax expense at

BORTE B RS B E A R B A& A #9315 R
XER B R G B R BIR R S e B RR A

the effective tax rate is as follows: ™
2016 2015
—E-RF —E-AF
RMB’000 RMB'000
ARET T AREBT T
Profit before tax TR T 149,081 134,399
Tax at the statutory tax rate of 26% I EFIRE25%TE 2 Fi1A 37,270 33,600
Effect of non-deductible expenses DAMHRA 2 644 548
Additional deduction for research R E R BN
and development activities (2,006) -
Tax losses not recognised FEROTIEEE 341 3,786
Tax losses utilised from REBTHHNEBAERIBESE
previous periods (162) -
Tax charge at the Group's RAEEERRETER
effective tax rate B H 36,087 37,934
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31 December 2016
—E-NFFtZA=1—H

11. EARNINGS PER SHARE 1. BRAREERZRFEAELER
ATTRIBUTABLE TO ORDINARY ZF
EQUITY HOLDERS OF THE PARENT
The calculation of the basic earnings per share amount BREXRAENTVIER AR T BESEAE A
is based on the profit attributable to ordinary equity FEEEMUAERFARDEITETBERAD
holders of the parent, and the weighted average N #E S 15 £7135,000,0000 —F — A F ¢
number of ordinary shares of 135,000,000 (2015: 107,767,000) B &t & -
107,767,000) in issue during the year.
There were no potentially dilutive ordinary shares in BE-_Z2—XRFr_ZT—H%F+_HA
issue during the years ended 31 December 2016 and ST -HIEFEMEETEEECBITLR
2015. S o
The calculations of basic earnings per share are based FRREREBF THEA T EIETHE -
on:
2016 2015
ZB-XRF| —ZT—1F
RMB’000 RMB'000
AR%T T ARBT T
Earnings EF|
Profit attributable to ordinary ARG EERERZTIN
equity holders of the parent BARERERTEA
used in the basic earnings A4 7|
per share calculation 112,994 96,465

Number of shares

RHEE
2016 2015
—EB-RF —T—RF
Shares [ 8viy
Weighted average number of AR EEREALRBINERN
ordinary shares in issue during BT E R e T2
the year used in the basic
earnings per share calculation 135,000,000 | 107,767,000
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—g-AF+=A=+—A

12. PROPERTY, PLANT AND EQUIPMENT 12. Y%  BERRXRE
Office Motor  Construction
Buildings ~ Machinery  equipment vehicles in progress Total
BF HE  BAERE RE KEIR @zt
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR  AR®Tn ARETR ARMTR AR¥Tn  ARETxn
31 December 2016 ZE-rE
t=B=1-A
At31December2015and  RZE—RETZA
1 January 2016: =t-ARZEAE
—-R-R:
Cost AR 21,825 23412 799 1,055 6,444 59,535
Accumulated depreciation  Z:H1TE (7,689) (8,062) (513) (393) - (16,657)
Net carrying amount REFE 20,136 15,350 286 662 6,444 42,878
At 1 January 2016, RZE-rE-A-H:
net of accumulated Nk2rne
depreciation 20,136 15,350 286 662 6,444 42,878
Additions NE - 1,084 210 - 207 1,501
Depreciation provided ENFRONE
during the year (1,880) (2,047) (175) (251) - (4,353)
Transfers i - 6,515 - - (6,515) -
Transfer from an BERENFER
investment property 1315 - - - - 1315
At 31 December 2016, RIE—F
net of accumulated +-A=+-8"
depreciation TR ZstE 25,631 20,902 321 41 136 47401
At 31 December 2016; RZE-R
+-A=1+-8:
Cost B 39,054 31,01 1,009 1,055 136 72,265
Accumulated depreciation  Z3HTE (13,423) (10,109) (688) (644) - (24,864)
Net carrying amount BEFE 25,631 20,902 321 am 136 47,401
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12. PROPERTY, PLANT AND EQUIPMENT 12. Y% - BMERRKE @)

(Continued)
Office Motor  Construction
Buildings ~ Machinery  equipment vehicles in progress Total
BF [ N RE EEIR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AR®ETR ARETr ARETn ARETR
31 December 2015 —E-1%
+=A=t-H
At 1 January 2015 RZZ-hE-A—H:
Cost WA 26,700 21,303 599 1,050 4,671 54,323
Accumulated depreciation ~ E:tHE 6,116) 6,236) (317) (143) - (12,812)
Net carrying amount FEFE 20,584 15,067 282 907 4,671 41,5M
At 1 January 2015, RZZ2-RF-A-8"
net of accumulated MREsHE
depreciation 20,584 15,067 282 907 4,671 41,51
Additions NE - 2,109 200 5 2,898 5,212
Depreciation provided FREHRITE
during the year (1,573) (1,826) (196) (250) - (3,845)
Transfers B 1,125 - - - (1,125) -
At 31 December 2015, RZE-RfF
net of accumulated +-A=+-8"
depreciation B Z5HE 20,136 15,350 286 662 6,444 42878
At 31 December 2015: RZE-1fF
+-A=1-8:
Cost AR 27,825 23,412 799 1,055 6,444 59,635
Accumulated depreciation ~ ZEHTE (7,689) 8,062) (513) (393) - (16,657)
Net carrying amount FEFE 20,136 15,350 286 662 6,444 42,878
As at 31 December 2016, certain of the Group's RZE—R"F+ZA=+—8 AXEEIKR
buildings with a net carrying amount of approximately HFELHNAEARK 14,462,000 (ZF—F
RMB14,462,000 (2015: RMB8,371,000) were pledged F: ARMS,371,0007T) A FIEFEEE
to secure bank loan facilities granted to the Group (note o UARAEBERNETERRERE
23). HHR (FEE23) o
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13.

142

INVESTMENT PROPERTY 13. REWFE

2016 2015
—EB-AE “T—RHF
RMB’000 RMB’000
AR®TT ARBTIT
Carrying amount at 1 January R—RA—AMREE 16,515 17,470

Depreciation provided during FRFHRHOITE
the year (477) (955)
Transfer to owner-occupied property %= BB % (16,038) -
Carrying amount at 31 December R+-—A=+—HB/EKRAEE - 16,515

The Group's investment property consisted of an
industrial property in Mainland China. The investment
property was leased to a related party under operating
lease with lease terms of three years in 2015 and the
Group terminated the tenancy agreement on 1 July
2016. Further summary details of which are included in
note 28(a) to the financial statements.

The investment property was measured at cost. The
fair value of the investment property as at 31 December
2015 was RMB20,900,000, based on valuations
performed by DTZ Debenham Tie Leung Limited, an
independent professionally qualified valuer.

As at 31 December 2015, the Group’s investment
property with a net carrying amount of RMB16,515,000
was pledged to secure bank loan facilities granted to
the Group (note 23).

Zhejiang Tengy Environmental Technology Co., Ltd

REEMKREMESTE —HR T A
TEME - REMEDRBRKELHEOMET
Rl MESRN - ZT—HFA=9F 8
AEEBERZZE—R"ELH-AKRLEHEE
ik o E— T EFBHAR Y B MR T
28(a) °

WEMEDRBEAGE - REBEBILEE
AERGEMESERTERAREITHM
B R-_ZE—RF+_-_A=+—8 &%&
YR~ FE A AR 20,900,000 7T ©

R-ZE—RAFE+-_A=+—H AEEFE
L FEAS AR 16,615,000 THIEEWE
BEH URAEEERNBITERRE
R (FFE23) »
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31 December 2016

- = =

13. INVESTMENT PROPERTY (Continued)

Fair value hierarchy

As at 31 December 2015

13.

BEWHE#)
DNEEZHR
R-E—HE+=-HA=+-—H

Fair value measurement using

AU T &R B ATE

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

JE R T % EAAER SATAHER
WwE ) A BUR i A SR #Et

(EE—#) (BE=#H) (B=M)

RMB’000 RMB’'000 RMB'000 RMB'000
ARBTT ARETTT AREBTTT ARBTT
Investment property & E&EYEE - - 20,900 20,900

Below is a summary of the valuation technique used
and the key inputs to the valuation of investment

AT REEMEMEMABETNERTE
BARIBEME

property:
Significant
Investment property Valuation technique unobservable inputs Rate
REW=E R % EXFUEHERAHE A=
31 December 2015 Income approach Market monthly rental rate 7.30
(RMB/square metre)
Yield rate 5%
—T—hF W% mHAME (AR FHXK)
+=-—A=+—H

Y

AN 73
@R

Under the income approach, fair value is estimated
using assumptions regarding the benefits and liabilities
of ownership over the asset’s life including an exit or
terminal value. This method involves the projection of a
series of cash flows on a property interest. A market-
derived discount rate is applied to the projected cash
flow in order to establish the present value of the
income stream associated with the asset. The exit yield
is normally separately determined and differs from the
discount rate.

RBUAE - 2 FEDIERBREBBEME
‘oM@ kB EBBREE L SwETH
BREENEBEIKKEE - AP RY
MERR s —ERMSRE TR - 15
TEZMARBERARANRERE - UE
HYEEEAMIWARIRZIEE - BRI
WeRE EBETE B TRANEERE .
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13. INVESTMENT PROPERTY (Continued) 13. REWZE (@)
Fair value hierarchy (Continued) ANEEERE)
The duration of the cash flows and the specific timing ReneamBESmERAREEM AR
of inflows and outflows are determined by events such RETDBEZENASRN  BHERKIEH
as rent reviews, lease renewal and related reletting, B ERUBHSEMHRT - BEMNG
redevelopment or refurbishment. The appropriate BREBXTISTAE(BYEERS—EEE)
duration is driven by market behaviour that is a =2E . THIRSRERBWATNKREZE -
characteristic of the class of property. The periodic cash Ao EIWER - WiRBL HE R - #
flow is estimated as gross income less vacancy, non- EER RENMBSERAUNEMEE R
recoverable expenses, collection losses, lease EIRERETHT - 2 ERFHLEW
incentives, maintenance costs, agent and commission AJFEE - BERTEET A TE B H R S 0 2 R
costs and other operating and management expenses. BEGTE%E - HBHEITER
The series of periodic net operating income, along with
an estimate of the terminal value anticipated at the end
of the projection period, is then discounted.
Prevailing market rents are estimated based on the BTMEHES IRES Y HEMEZEND
independent valuer’s view of recent letting transactions EREMA LY EITEAEES SN ERE
within the subject properties and other comparable TEEt o Bt EEEBRE EA(TR)
properties. A significant increase (decrease) in the SEIINEYENTEHABIZGINCEHD) -
estimated rental value in isolation would result in a W REBH AR EA (IR @EHKEY
significant increase (decrease) in the fair value of the ENFEHARBBRDOGEMN) - —KMms
investment property. A significant increase (decrease) AT HESEBEMERENE S EEEI
in the yield rate in isolation would result in a significant EERAERES -
decrease (increase) in the fair value of the investment
property. Generally, a change in the assumption made
for the estimated rental value is accompanied by an
opposite change in the yield rate.
14. PREPAID LAND LEASE PAYMENTS 14. BB ERE
2016 2015
—E—RE —T—AF
RMB’000 RMB'000
ARET T AREBTT
Carrying amount at beginning of year F¥JBREE 12,524 13,499
Amortised during the year FEH (1,117) (975)
Transfer from an investment property B —IB3% & 1) 3 i 8,663 -
Carrying amount at end of year FRIEEE 20,070 12,524
Current portion included in STATENFRIA ~ e M EMEIR
prepayments, deposits and other FOER R BIERS (B15E19)
receivables (note 19) (1,259) (975)
Non-current portion IETRENER 18,811 11,549
As at 31 December 2016, the Group's leasehold lands RZE—R"F+ZA=+—8 ' ~&EE
with an aggregate net carrying amount of M FEALE S AR®17668000T(=ZF
RMB17,668,000 (2015: RMB10,382,000) were pledged —HRF : AR¥10,382,00070) WFHEE it
to secure bank loan facilities granted to the Group (note BER URASEBEERNRTERRE
23). REHEM (FF3E23) -
144 Zhejiang Tengy Environmental Technology Co., Ltd ¥ I K ZRIBRIE D B A 7



Notes to Financial Statements

W15 R =T
31 December 2016
—E-NFFtZA=1—H

15. INTANGIBLE ASSETS 15. BEEE

Patent Software Total
=5 B @st
RMB’'000 RMB’000 RMB’000
AR¥T T AR¥T T AR¥T T
31 December 2016 —T—RHF
+=-A=+—8
Cost at 1 January 2016, RZE—RF—HA—HH
net of accumulated A - F0BR 2ETEE S
amortisation 68 127 195
Additions NE - 189 189
Amortisation provided FNETRAEEH
during the year (11) (98) (109)
At 31 December 2016 R ZE—RNF
+=-A=+—H 57 218 275
At 31 December 2016: MN-E—/RF
+=ZA=+—8:
Cost AR 110 371 481
Accumulated amortisation BN 3 (53) (153) (206)
Net carrying amount IRMEFAE 57 218 275
Patent Software Total
=F| i 5T
RMB'000 RMB'000 RMB'000
AREFT ARETIT AREFIT
31 December 2015 —E—FhF
+=-A=+—8
Cost at 1 January 2015, R-ZE—HFE—A—HBH
net of accumulated A - F0BR R AT
amortisation 79 - 79
Additions nNE - 158 158
Amortisation provided FRFHHER Y
during the year (11) (31) (42)
At 31 December 2015 RZZ—HF
+=—A=+—8 68 127 195
At 31 December 2015: R-ZE—HF
+=-A=+—8:
Cost AR 110 182 292
Accumulated amortisation Bt (42) (55) (97)
Net carrying amount BREFE 68 127 195
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16. INVENTORIES 16. =&
2016 2015
—E-RF —T—FF
RMB’000 RMB'000
AR%T T ARBT T
Raw materials FERE 27,821 37,295
Finished goods R o 3,520 3,493
31,341 40,788
17. CONSTRUCTION CONTRACTS 17. BEESE
2016 2015
—E—REF e
RMB’000 RMB'000
AR%T T ARBTIT
Gross amounts due from contract B A RE P FRIE A%
customers 609,159 703,831
Gross amounts due to contract BN ERBFRIELEE
customers (111,979) (89,523)
497,180 614,308
Contract costs incurred plus FTEE & RKAINE fER R FR
recognised profits less recognised 25 B EREE
losses to date 5,274,659 4,110,398
Less: Progress billings S EE A (4,777,479) (3,496,090)
497,180 614,308
The gross amounts due from contract customers for MERIREEKEREP RIBLBELFEN
contract works included balance with the holding TERARR RHER A BRI R
company of the Company as follows:
2016 2015
=B-AF| ZTIF
RMB’000 RMB'000
AR%T T ARET T
TGL TGL - 2,406
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18. TRADE AND BILLS RECEIVABLES 18. EZRWRERERERE

2016 2015

—E—RF —T—FF

RMB’000 RMB'000

AR¥T AREFIT

Trade receivables B S el 8 473,637 276,476
Bills receivable e E S 191,694 155,819
665,331 432,295

Impairment BB (22,156) (11,420)
643,175 420,875

BHRYIGRIAR RS R AEE A - K&
[ =5 S St oK W (o] e LS R TR A 5 B AR RO 2
H e B EREEREERRT -
AEEYEREE HRYFBLEHRT AT
(AT AR am 2 LA (S PR SR SR $E 7

Trade receivables are non-interest-bearing with no
credit period. The Group seeks to maintain strict control
over its outstanding receivables. Overdue balances are
reviewed regularly by senior management. The Group
does not hold any collateral or other credit
enhancements over its trade receivable balances.

AEEAMBRERRERYN—FAIE B
BEARBENARME - R-_ZE—F+-A
=+ —H AEEB2EAEARE
68,034,000t( — T — A F: AR K
69,455,00070) WEWREE G - LA
SEREMEERERER (FFE21) -

The Group's bills receivable are all due within one year
and are neither past due nor impaired. As at 31
December 2016, the Group's bills receivable of
RMB68,034,000 (2015: RMB69,455,000) were pledged
to secure the Group's bills payable (note 21).

B 5 UG (R B ) ENERE B MK

An aging analysis of the trade receivables, based on the

invoice date and net of provisions, is as follows: BRERDATIOT -
2016 2015
—E-REF —E—FE
RMB’000 RMB'000
AR¥T ARBT T
Within 1 year 1FER 353,579 197,098
1 to 2 years 1224 83,016 53,531
2 to 3 years 2ZE3F 10,804 11,756
Over 3 years BiE3F 4,082 2,671
451,481 265,056
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18.

148

TRADE AND BILLS RECEIVABLES 18. ESEWFERERERE @)
(Continued)
The movements in provision for impairment of trade B RWHIBERERENESNT
receivables are as follows:
2016 2015
—EB-RF —E-AF
RMB’000 RMB'000
ARET T ARET T
At beginning of year F1 11,420 7,713
Impairment losses recognised ERERRERE 10,736 3,707
At end of year FxR 22,156 11,420
Included in the above provision for impairment of trade il 8 5 e F B R ERE S EE R RE
receivables is a provision for individually impaired trade E 5 EWIERE AR 2,717,000 T (=
receivables of RMB2,717,000 (2015: RMB1,007,000) ZT—RF: ARK¥1,007,0007T) - #HEA
with a carrying amount before provision of BREEAARE2717,0000(ZE—H4F :
RMB2,717,000 (2015: RMB1,007,000). A% 1,007,0007T) °
The individually impaired trade receivables relate to BRREE 5 R RIEE B AR EE
customers that no longer have transactions with the IRSGNEPER - A BEKGRIATE Y
Group and none of the receivables is expected to be =R
recovered.
The aging analysis of the trade receivables that are not BEARMER AR LR R ARBENE S EK
individually nor collectively considered to be impaired is FIERIRBR DT -
as follows:
2016 2015
—E—NEF —E—hF
RMB’000 RMB'000
ARET T AREBT T
Neither past due nor impaired BEAR @ A TR AR (B = -
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18. TRADE AND BILLS RECEIVABLES 18. EZEUNFIEREBREE »)

(Continued)

At 31 December 2016, the Group endorsed certain bills
receivable accepted by certain banks in the PRC (the
“Endorsed Notes") to certain of its suppliers in order to
settle the trade payables due to such suppliers (the
“Endorsement”). Subsequent to the Endorsement, the
Group did not retain any rights on the use of the
Endorsed Notes, including the sale, transfer or pledge
of the Endorsed Notes to any other third parties. In
accordance with the Law of Negotiable Instruments in
the PRC, the holders of the Endorsed Notes have a
right of recourse against the Group if the PRC banks
default (the “Continuing Involvement”). The total
carrying amount of the Endorsed Notes of the Group as
at 31 December 2016 was RMB115,647,000 (2015:
RMB104,581,000). In the opinion of the directors, the
Group has transferred substantially all the risks and
rewards relating to certain Endorsed Notes accepted by
large and reputable banks with an amount of
RMB59,427,000 (the “Derecognised Notes"”) as at 31
December 2016 (2015: RMB31,132,000). Accordingly,
the Group has derecognised the full carrying amounts
of these Derecognised Notes and the associated trade
payables. The maximum exposure to loss from the
Group’s Continuing Involvement in these Derecognised
Notes and the undiscounted cash flows to repurchase
these Derecognised Notes is equal to their carrying
amounts. In the opinion of the directors, the fair values
of the Group’'s Continuing Involvement in these
Derecognised Notes are not significant. The Group
continued to recognise the full carrying amount of the
remaining Endorsed Notes and the associated trade
payables settled with an amount of RMB56,220,000 as
at 31 December 2016 (2015: RMB73,449,000), because
the directors believe that the Group has retained the
substantial risks and rewards, which include default
risks relating to such remaining Endorsed Notes.

During the year, the Group has not recognised any gain
or loss (2015: Nil) on the date of transfer of the
Derecognised Notes. No gains or losses were
recognised from the Continuing Involvement, both
during the year or cumulatively. The Endorsement has
been made evenly throughout the year.

%

—E-XF+ZA=+—B  K£EHA
ERATHERSEATEHETRITENN
ATEREE(BEEE))  UWEBEN
ZEHEFNESEAGREBE(ESEZ]) - R
EER AEETEHERBIMNFEASER
BOER  sERTAEME=FHE
ERE RS ERIE - RIB(PEAREM
BIZEE)  MPBIRIRITELY  IIEEER
BRNBEEAEASEARRRE(BEE
HEMH]) RZE—ARFt+-A=1+—8"
AEBNEEEBEMNROESEAARE
115,647,000L( — T — A F: AR
104,581,0007T) c EERE > R_ZT—
F+-_AZ+—H AEEDEZEAA
FRARTEMNETEEEZBEARE
59,427,000L( — T — A F: AR ®
31,132,00070) ([ I HERZE ) BERE
REbo R REHHR - At AEBEE K IE
BRZERIEREEN 2 IREE XE
BEIENFIE  AEBRZERIEER
ERETRHEEESHNEABERR UK
BOZERIIBRZENRERASRE
HERERAE -EFRE AEERZ
ERIIEREENEEEESHNATE
AR -RZZE—RE+_A=+—8 &
SEEEHREREEZENEIEREE
N8R E 5 FE 14 50A A R ¥ 56,220,000 7T
—E—FF: AR®73,449,0007T) 0 TY
HMREZRE ALBEERBEARAR KL
B RIEEZERNMEEREEENE
HRBRATER -

FR AKERERKIIEARBEERY
BERTANSHER(ZT—0F  £) -
RERNRRFFE  FEEERHLEE
RAGLEE - FRHIELEE -
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19.

150

—~NF+ZA=1+—H
PREPAYMENTS, DEPOSITS AND 19. FERIE - e R EMEWRR
OTHER RECEIVABLES
2016 2015
—~F S
Notes RMB’000 RMB'000
Bt ARET T ARET T
Other receivables HoAth &R IR 25,864 25,538
Prepayments FE 0B 18,052 15,405
Current portion of prepaid TEf T AR EFRIER R ENER
land lease payments 14 1,259 975
Due from the holding company  JEURIEAZ A &IRUE 29(d) 87 1,924
Due from a related company FEUY—FE ?ﬁﬁ?ﬁ’& Tm 29(d) - 333
45,262 44,175
Impairment RE (1,588) (941)
43,674 43,234

Other receivables are non-interest-bearing, unsecured
and repayable on demand.

The movements in provision for impairment of other
receivables are as follows:

Ht YRR R RS - EBER AR ENX

iz -

Hib RS FORRERENZESMT -

2016 2015

—X"E| —Z=—AF

RMB’000 RMB'000

ARET T ARBT T

At beginning of year F1) 941 791
Impairment losses recognised BERREEE 647 150
At end of year TR 1,588 941

Zhejiang Tengy Environmental Technology Co., Ltd
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20. CASH AND CASH EQUIVALENTSAND 20. BE&REESEEBYURBIKETE
PLEDGED DEPOSITS E
2016 2015
AL —E—hF
RMB’000 RMB’'000
ARBFR | ARMTR
Cash and bank balances Re LRITESR 160,830 209,936
Pledged deposits — current BEETER — RE 56,815 75,272
Pledged deposits — non-current BEIER — IERE 7,776 17,606
225,421 302,814
Less: Pledged time deposits: B BRI E R K
Pledged for bills payable EEFENEE (Fi721)
(note 21) (15,440) (31,217)
Pledged for bank guarantees EHARIRITIER (49,151) (61,661)
Cash and cash equivalents He RIRLEEY 160,830 209,936
The Group's cash and bank balances were denominated REBFRNR S RBITESEUARK
in RMB at the end of the year, except for the following: E M TYIEBBY
2016 2015
AL —E—ARF
Original RMB Original RMB
currency equivalent currency equivalent
in ‘000 in ‘000 in "000 in ‘000
B A AR B o ARK
MM WFRE | ATt ATat
Cash and bank balances: RE RIBITEERR -
Hong Kong Dollars (HK$) Bt (GB7T) 57,706 51,618 60,616 50,783
United States Dollars (US$) =7t (FET) - - 92 596

The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign
exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Bank guarantees are
performance guarantees and made for varying periods
ranging from several months to five years depending
on the agreement of the contract, and earn interest at
the respective short term time deposit rates. The bank
balances and pledged deposits are deposited with
creditworthy banks with no recent history of default.

AR ERERAEMER - A
R B A RO CHME B IR 561 ) M (K5 E
SEMNEERRE)  AEEEEEBE
REREIMNEXBNRITHARELBRE
HipE™ -

FARTHRSZERE A RITERA R
FUF B EGHE - RITERBBEOERL
ARBEAZRAFHEANTRBMRIEDL -
BFERNHHME - LIREBREHEH
TFREMERGFR - RITEBR RS ERER
TENIRERRGCENEEEENRT -
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21.

152

TRADE AND BILLS PAYABLES 21. ESENRERENERE
2016 2015
—E-RF —T—FF
RMB’000 RMB'000
AR¥T T ARET T
Trade payables 2 ST FIE 369,725 335,344
Bills payable EREE 74,308 96,087
444,033 431,431

The bills payable were secured by the pledge of the
Group's time deposits of RMB15,440,000 (2015:
RMB31,217,000) (note 20) and the Group's bills
receivable of RMB68,034,000 (2015: RMB69,455,000)
as at 31 December 2016 (note 18).

An aging analysis of the trade and bills payables, based
on the invoice date, is as follows:

RZE—RF+-A=+—8 ERERE
VAZN &2 B 1) 7E BR 17 s A R # 15,440,000 7T
(ZZ—H1%F : AR¥31,217,0007T) (M
20N RAEENEREREARE
68,034,000t( — T —H F: AR K
69,455,000 7T ) (Ff15E 18) RO IR/EIE(R o

BHRNFARENREENEZ BN
BRI DI

2016 2015

—E—REF —ZT—hF

RMB’000 RMB'000

AR®T T ARETIT

Within 3 months 3MEARN 257,009 230,582
3 to 12 months 3&1218A 164,148 182,316
12 to 24 months 1222418 B 14,798 15,757
Over 24 months HBiE241(8 A 8,078 2,776
444,033 431,431

Trade payables are non-interest-bearing and have an
average credit term of six months.

BHERNFTARRE R FAERBRNE
Ao
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22. ADVANCES FROM CUSTOMERS, 22. gﬁ B Htt RS RIE R ES
OTHER PAYABLES AND ACCRUALS )|
2016 2015
=B-AF| ZTIF
Note RMB’000 RMB'000
i | AR®TFR | ARETR
Advances from customers RPN 69,249 169,429
Other payables E b FIA 124,168 89,110
Due to the holding company FERTERR A 7 29(d) 3,621 2,916
Due to related companies et RERE N ) 29(d) 14,618 1,887
211,656 263,342
Other payables are non-interest-bearing and have an HEtENREA®ELRTHERHAA=E
average term of three months. A e
23. INTEREST-BEARING BANK 23. FFERITHER
BORROWINGS
Effective
interest
rate (%) Maturity 2016 2015
BERAE ZHA A —E—hEF
(%) RMB’000 RMB'000
ARSTR | ARMTR
Current
B
Bank loans — secured 3.95  Within 1 year - 5,000
RITER — A 395 19FR - 5,000
Bank loans — secured 5.34  Within 1 year - 15,000
RITER — FEMA 534 1FR - 15,000
Bank loans — secured 5.36  Within 1 year - 35,000
RITER — A 536 1FR - 35,000
Bank loans — secured 5.58  Within 1 year - 47,000
RITER — FEMA 558 1FR - 47,000
Bank loans — secured 5.87  Within 1 year - 12,000
RITER — A 587 1FR - 12,000
Bank loans — secured 5.52  Within 1 year - 20,000
RITER — FEMA 552 1FR - 20,000
Bank loans — secured 5.00 Within 1 year - 40,000
RITER — A 500 1FR - 40,000
Bank loans — secured 4.79  Within 1 year 38,000 -
RITER — FEMA 479 1R 38,000 -
Bank loans — secured 5.00 Within 1 year 61,000 -
RITER — A 500 1FR 61,000 -
Bank loans — secured 5.22  Within 1 year 20,000 -
RITER — FEMA 522 1FR 20,000 -
119,000 174,000
Analysed into:
Bank loans repayable with one year 119,000 174,000
PaR)iv=1E
AR —FREENRITER 119,000 174,000
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23. INTEREST-BEARING BANK
BORROWINGS (continued)

154

Notes:

(a)

(b)

(c)

(d)

Zhejiang Tengy Environmental Technology Co., Ltd

The Group's bank borrowings are secured by:

(i)

(ii)

(iv)

the Group's buildings situated in Mainland China, which
had an aggregate net carrying value of RMB14,462,000
as at 31 December 2016 (2015: RMB8,371,000) (note
12);

the Group’s investment property situated in Mainland
China, which had a net carrying value of RMB16,515,000
as at 31 December 2015 (note 13);

the Group's leasehold lands situated in Mainland China,
which had an aggregate net carrying value of
RMB17,668,000 as at 31 December 2016 and (2015:
RMB10,382,000) (note 14); and

mortgages over leasehold lands situated in Mainland
China of EETEXYMEEER AR AT (“Zhuji Runtian”),
a related company, as at 31 December 2015. The
mortgage was due in May 2016.

The Company's holding company, TGL, guaranteed certain of
the Group's bank loans of up to RMB110,000,000 as at 31
December 2015. There was no bank loans under TGL's
guarantee as at 31 December 2016.

IR\ 5 B AR A &) guaranteed certain of the Group's bank loans
of up to RMB44,000,000 as at 31 December 2015. The
guarantee was due in July 2016.

A director, Bian Jianguang, guaranteed certain of the Group’s
bank loans of up to RMB50,000,000 as at 31 December 2015.
The guarantee was due in February 2016.

23.

sTESRITERE)

Fifet -

(@)

AEEEIRTTIE A A TR IREER -

(i) AREBCRPEBANMOET R -2
—RNFE+ZA=+ - BNEREFELS
AARE14,462,0000 (ZFT—HF + A
R#8,371,0007T) (Mi5E12)

(ii) AEBNRPENBHIREDE R
T-AFE+-A=-+ - BNEEFES
AE#16,515,000 7T (FiE13) ¢

REBMADERMOEE L R
E-RNE+ A=+ BNEEFESR
A AREE17,668,0007T (- —HF -
AER#10,382,00070) (FisE14) « &

(i)

RZE-—RF+-_RA=+—8 ###E
BETHANEERARARA(FHEH
R —HEE AR R E R
Bt FRABHER TR "FHAE
e

(iv)

RZZT—RFE+ZA=+—0 AQFHEK
AR TGLIER A EE &= iE A KK 110,000,000
THETRITER - R-_T—A"E+-_A=+—
A - TCLIE BRI MRITER -

R-T—RFE+-_F=+—0 HAEERAR
N EIERAEE & E AR 44,000,000 TH)
ETHRITER - BEERR=_Z—XFLAE
e

R-ZB-—HAF+-_A=+—HB BFEEKE
RAEH & =% AR 50,000,000 T & TR
TER - BAERNR_Z—XR"F_AEM -
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24. DEFERRED TAX 24. EFERIIE
Deferred tax assets EEREBEEE

Impairment Impairment
of other of trade

receivables receivables Accruals  Provision Total
HttEly  BSEK
SNEHE | FERE  ESER B @t

RMB'000  RMB'000  RMB'000  RMB000  RMB'000
ARBTTL  ARBTL AREBTR ARETT ARETR

At 1 January 2015 RZE-1F—A—AH 197 1,928 11,609 1,057 14,791

Deferred tax credited to profitor Rzt AJBzAEERIE

loss during the year 38 927 2,328 177 3,470
At 31 December 2015 and R-Z-RF+-A=1+—H
1 January 2016 h=2-"%F—F—H 235 2,855 13,937 1,234 18,261
Deferred tax credited/(charged) Rt AIB%/ (B1B:
to profit or loss during the year 1) AJEERIE 162 2,684 1,592 (54) 4384
At 31 December 2016 RZB—"F+-A=1-H 397 5,539 15,529 1,180 22,645
The Group has tax losses arising in Mainland China of RZE—RF+ZA=+—H T&EER
RMB16,428,000 as at 31 December 2016 (2015: B 3 2E AR T TR B 1R A R %5 16,428,000
RMB15,712,000), that will expire in one to five years T(ZZE—RhF: AR¥15,712,0007T) °
for offsetting against taxable profits. Deferred tax R —Z2hFREIE - ATEEERTIET)
assets have not been recognised in respect of these REBEWERZSEERRECHIEEE -
losses as it is not considered probable that taxable REZERTEFER BT KA AR
profits will be available against which the tax losses can HIHRIBIEE

be utilised.
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25. SHARE CAPITAL 25. R
2016 2015
—EB-XE| ZZ=—8F
RMB’000 RMB'000
ARET T ARET T
Issued and fully paid: BEITREBRE

135,000,000 (2015: 135,000,000) 135,000,000 (ZE—Fh%F :

ordinary shares 135,000,000) R%E@A% 135,000 135,000
A summary of movements in the Company’s share KNG RANSEFRBLENT

capital is as follows:

Number
of shares Share Share
in issue capital  premium Total
ERTRG
£ A ROEE st
RMB'000 RMB'000 RMB'000
ARETR ARBTRE ARETR
At 1 January 2015 R-Z—HF—H—H 100,000,000 100,000 - 100,000
Issue of shares (note (a)) Bl (Het(a) 35,000,000 35,000 276,337 311,337
Share issue expenses BRI - - (37,273) (37,273)
At 31 December 2015, RZE—HF+=A
1 January 2016 and =t+—B -ZZ2—KXF
31 December 2016 —A—BR-ZE—RE
+=-B=+—8H 135,000,000 135,000 239,064 374,064

Note: Wi -

(a) In connection with the Company's initial public offering, (a) KAGIREE RN AREERSR 10908 THE
350,000,000 new shares of RMB1.00 each were issued at a %2477 350,000,000 & B EE A AR 1.00 7T
price of HK$10.90 per share for a total cash consideration, R - BRI ZAREREEER
before expenses, equivalent to RMB311,337,000. Dealings in AR¥311,337,000 T - ZERHER =T —H
these shares on the SEHK commenced on 12 October 2015. FHATZAMRERBHIMES -
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26.

27.

RESERVES

The amounts of the Group’'s reserves and the
movements therein are presented in the consolidated
statement of changes in equity of the financial
statements.

Statutory surplus reserve

Pursuant to the PRC Company Law and the respective
entities’ articles of association, the Company and its
subsidiaries established in the PRC shall appropriate
10% of their annual statutory net profit (determined in
accordance with the PRC accounting principles and
regulations and after offsetting any prior years’ losses)
to the statutory surplus reserve until such reserve fund
reaches 50% of the share capital of these entities. The
statutory surplus reserve can be utilised to offset prior
years' losses or to increase capital. However, except
for offsetting prior years’ losses, such reserve must be
maintained at a minimum of 25% of the share capital
after usage.

Safety production reserve

Pursuant to the regulation of Administrative Measures
for the Withdrawal and Use of Expenses for Safety
Production of Enterprises in the PRC relating to the
construction industry, a subsidiary of the Group, Tianjie
Installation Engineering, is required to transfer an
amount to the reserve account as safety production
reserve. The amount is calculated based on the revenue
of construction each year and at the applicable rate of
2%. The safety production reserve will be used for
modification and maintenance of safety equipment in
accordance with the rules of the Company Law of the
PRC and is not available for distribution to shareholders.

PLEDGE OF ASSETS

Details of the Group’s bank borrowings and bills
payable, which are secured by the assets of the Group,
are included in notes 23 and 21, respectively, to the
financial statements.

26.

27.

(G

AEENRFESBELEEHNIBRERD
RARmZBRHTED -

EEBBRFEE

REFBEARARESERNVEMERAR
ARRB RER BRI E R R AR R
HEREFEHMB10% (REFPEGR
AfMOEREE WABREENATFEERR
BIBEAERBRHE BEEXRHBEDET
ZEERRABE0% 5T BERFEE B
REEBEFEBERIGEE - AW - FRK
HBEFEBRI  ARRZEBEER
BMER AR 26% °

RELERB

RETPREZETEEBN(ERLELE
ERRBMERERME)NRTE - A5H
MEB AR KRR ETIRANFBRSE
A—EFRERTEEERE - AR
BEEFRERER2% NERLEFE - &
EHEERMEBREPEQRENREAR
REREHDCE N GE - TRRBRRDIK

EEEH

AEBRITIERRENRERE (ALRKENE
EAVEER) WIS D BB B SRR M
23821
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28. OPERATING LEASE ARRANGEMENTS 28. ReEHELH
(a) As lessor (a) ERHEMEA
The Group leases its investment property (note AREERBELSSHETHEHEERE
13) under operating lease arrangements, with WE (BIsE13) HEHR —_ZE—HF
lease terms of three years in 2015 and the Group B=F BAKEER T —RFt
ceased the contract on 1 July in 2016. RA—HB&IEER -
At 31 December 2016, the Group had total future RZZE—RF+ZA=+—8" 74"%
minimum lease receivables under non-cancellable HEEFFI VAT A REEZEHE
operating lease with its tenants falling due as TRRZKEHE RN TEAZER |JHH
follows: HAPR a0 -
2016 2015
—RNE —E—hHF
RMB’000 RMB'000
ARET T ARETT
Within one year —FNR - 1,085
In the second to fifth years, F_EERSF
inclusive (BIEEREME) = 1,085
- 2,170
(b) As lessee (b) #ERAEBEA
The Group leases certain of its plants and office AEBERBLEEHELHEES TH
properties under operating lease arrangements, BRRAEYE  HERR=%F -
with lease terms of three years.
At 31 December 2016, the Group had total future RZE—RE+= ﬂ +—8 K&
minimum lease payments under non-cancellable BRI HSE S EHEIR TR RREMRE
operating leases falling due as follows: EFIBRENTEERAT
2016 2015
—XxF| ZT—1F
RMB’'000 RMB'000
ARET T ARET T
Within one year —FR 1,611 4,018
In the second to fifth years, FE_EERF
inclusive (BIEEEME) = 4,018
1,611 8,036
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29. RELATED PARTY TRANSACTIONS 29. BHAERS

The Group's principal related parties are as follows:

AEEOISHHTOT -

Name

8 R

Relationship with the Company
B2 B I BAR

T RS2 AR A5 (“Tianjie General Machinery”)

Fellow subsidiary

AIRZBEAEMER AR ([RZ2BAKW]) EER =N
T RZFMRE R AR (“Tianjie New Materials”) Fellow subsidiary
AT RZFMEIBR AR ([ REFME]) EES =N
AT A28 AR A 7] (“Tianjie Special Steel”) Fellow subsidiary
AT RREFAR AR ([ RR%EFHE]) EES =N

T RZ2REME M BN AR A R (“Tianjie Cixingcailiao”)
AT RZRMEM B DB R AR ([ RZHMEM R
THRFIEEFR AT (“Chenyu Lvye”)

IFARFREARAR(RFIRE]
T & s AR A 7] (“Zhejiang Qinuo™)®

AL HEEWER AR (I FH]
HEEMREYRAR AR (“Yuanteng Logistics”)

FEMREDRERAR ([EEYR])
AMTRBEE X EEAFR AR (“Yuanteng Shiye”)

MTERBEXEEBERAR (EBEEX])

Joint venture of the holding company
ERARNEERE
Directors’ close family members are
beneficial equity holders
EENEHAEEREREEAA
Directors’ close family members are
beneficial equity holders
EENEHAEEREREEAA
Directors’ close family members are
beneficial equity holders
EENEHAEEREREEAA
Directors’ close family members are
beneficial equity holders

EEIRRERBaRA A

Zhuji Runtian Fellow subsidiary
HEEXR EEX =N
Bian Jianguang Director

Note: fiat -

(i) Zhejiang Qinuo was renamed from #1/T =& FMAER A A to
AL HHEMAER QT in 2016,

(i) ML FwER B RNEFRMIZENMTHER

RAEL RN T HmERARADE -
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29. RELATED PARTY TRANSACTIONS 29. BEEARZ ()

(Continued)

(a) In addition to the transactions detailed elsewhere (a) BHEFBHEREMBOFLNORLS
in these financial statements, the Group had the Sh R NEBEBEE TN TR
following transactions with related parties during 2
the year:

2016 2015
—E—XE | ZT—F0F
Notes RMB’000 RMB'000
Fo5E ARBTT | ARETT
Transactions with the HERATNRS
holding company
Revenue from construction REREES RS
contracts (i) = 1,562
Rental expense HeRx (iv) 3,350 3,518
Electricity charges paid by ZERARIRRAEE
the holding company TRMEE
on behalf of the Group (V) 3,083 3,743
Transactions with other HEMBERITNRS
related parties
Sales of materials: SHEMEL -
Tianjie Special Steel RRYFH (ii) 575 1,210
Purchases of materials: BEEME -
Tianjie Cixingcailiao FORME M (ii) — 26
Tianjie General Machinery KR 3 FA A (ii) 878 1,310
Yuanteng Shiye REEXE (ii) - 317
Provision of services: RHIRTS -
Tianjie Cixingcailiao FORUE M (i) 22 40
Services received: BEXR
Tianjie General Machinery KR 3 FA A (iii) 14,889 12,412
Yuanteng Logistics E=EMR (iii) - 74
Rental income: HEUWA -
Tianjie New Materials RRFTE (iv) 430 1,085
Rental expense: HemME -
Zhejiang Qinuo DA (iv) 167 500
Payments by related parties Al T R RAEE
on behalf of the Group: S ATHIFRIE ¢
Zhejiang Qinuo DDA (v) 206 736
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29. RELATED PARTY TRANSACTIONS

(Continued)

(a)

In addition to the transactions detailed elsewhere
in these financial statements, the Group had the
following transactions with related parties during
the year: (Continued)

Notes:

(i) The provision of construction services and processing
services to the related parties was made based on
mutually agreed prices and terms.

(ii) The sales of materials to the related parties and
purchases of materials from the related parties were
made based on mutually agreed prices and terms.

(iii) The services received from the related parties were
based on mutually agreed prices and terms.

(iv) The rental fee was charged and the rental income was
received based on mutually agreed prices.

(v) The payments were made on behalf of the Group based
on the actual costs incurred.

Other transactions with related parties:

(1) TGL guaranteed certain of the Group’s bank
loans of up to RMB110,000,000 as at 31
December 2015 at nil consideration. There
was no bank loans under TGL's guarantee
as at 31 December 2016.

(2) A director, Bian Jianguang, guaranteed
certain of the Group's bank loans of up
RMB50,000,000 as at 31 December 2015 at
nil consideration. The guarantee was due in
February 2016.

(8)  Zhuji Runtian pledged its leasehold lands for
certain of the Group’s bank loans of up to
RMB150,000,000 as at 31 December 2015
with no guarantee fee. The guarantee was
due in May 2016.

29. A RS &)

(a)

Bt EM B MR EMEBAF LN S
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29. RELATED PARTY TRANSACTIONS

(Continued)

162

(c)

Commitments with related parties:

(1)

Zhejiang Tengy Environmental Technology Co., Ltd

On 25 April 2015, the Company, as lessor,
entered into a three-year tenancy agreement
ending 31 December 2017 with Tianjie New
Materials, as lessee. The amount of total
rental income from Tianjie New Materials
for the period is included in note 29(a) to the
financial statements. The Group terminated
the tenancy agreement with Tianjie New
Materials on 1 July 2016.

On 25 April 2015, the Company, as lessee,
entered into a three-year tenancy agreement
ending 31 December 2017 with Zhejiang
Qinuo, as lessor. The amount of total rental
payable to Zhejiang Qinuo for the period is
included in note 29(a) to the financial
statements. The Group terminated the
tenancy agreement with Zhejiang Qinuo on
1 May 2016.

On 25 April 2015, the Company, as lessee,
entered into a three-year tenancy agreement
ending 31 December 2017 with TGL, as
lessor. The amount of total rental payable to
TGL for the year is included in note 29(a) to
the financial statements. The Group
estimates total rental payable to TGL in
2017 to be approximately RMB250,000.

29. A RS &)

(c)
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29. RELATED PARTY TRANSACTIONS

(Continued)

(c)

Commitments with related parties: (Continued)

(4)

On 25 April 2015, the Company, as lessee,
entered into a three-year tenancy agreement
ending 31 December 2017 with TGL, as
lessor. The amount of total rental payable to
TGL for the year is included in note 29(a) to
the financial statements. On 15 March
2017, the Company entered into an asset
acquisition agreement with TGL, pursuant
to which the Company conditionally agreed
to acquire the leased asset from TGL. This
transaction is scheduled to be completed in
May 2017 (note 33).

On 25 April 2015, the Company entered into
a three-year power supply agreement
ending 31 December 2017 with TGL.
Pursuant to the agreement, TGL agreed to
procure supply of electricity to the
Company. The amount of total electric
charges payable to TGL for the year is
included in note 29(a). The annual cap of the
electricity charge to be paid to TGL in 2017
is RMB3,800,000.

On 25 April 2015, the Company entered into
a three-year processing service agreement
ending 31 December 2017 with Tianjie
General Machinery. The total processing
services fee payable to Tianjie General
Machinery for the year is included in note
29(a). The annual cap of the processing
services fee to be paid to Tianjie General
Machinery in 2017 is RMB15,000,000.

29. A RS &)
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29. RELATED PARTY TRANSACTIONS 29. BB RS (#)
(Continued)
(d)  Outstanding balances with related parties: (d B R REB SR
2016 2015
—NE —ZT—RHF
Note RMB’000 RMB'000
MI5E ARET T ARBT T
Due from the holding FEUIE G 2\ RIFNIA -
company:
TGL TGL (i) 87 1,924
Due from a related company: J& U Fg8E A Bl F0IE
Zhejiang Qinuo N DA = (i) - 333
Due to the holding company: FEfTHERL A BIFIE ¢
TGL TGL (i) 3,621 2,916
Due to related companies: ARzl VNGIE
Yuanteng Shiye REEZE (i) 371 371
Tianjie General Machinery ROZ 38 F (i) 13,540 1,288
Zhejiang Qinuo I A (i) 114 -
Tianjie Special Steel FANEASS: (i) 365 -
Chenyu Lvye RFInE (i) 228 228
14,618 1,887
Note: HtaE -
(i) These balances were unsecured, interest-free and had (i ZEEBAEER 2B RERETE
no fixed terms of repayment. By o
(e) Compensation of key management personnel of (e) AEBEEXTEZEEAENTH
the Group:
2016 2015
—NE — e
RMB’000 RMB'000
AR%T T AREFIT
Short term employee benefits pSEI==EEw 3,530 2,622
Pension scheme contributions RIKESETEIHEE 163 141
Total compensation paid to key MEZEEAEZNH
management personnel Eaa i FGk 3,693 2,763
Further details of directors’, supervisors’ and the FE EELSAITBAEMEHE
chief executive's emoluments are included in — T BN S RERMIES ©
note 8 to the financial statements.
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30. FINANCIAL INSTRUMENTS BY

CATEGORY

The carrying amounts of each of the categories of

financial instruments as at the end of the year are as

30. ZERETHEMTA

SRS BT ANERMEAEMT -

follows:
Financial assets eREE
2016 2015
—E—REF —E—hF
RMB’000 RMB'000
ARET T ARET T
Trade and bills receivables B 5 BUGIA M BT 643,175 420,875
Financial assets included in ST ATERFIE - e REAMEK
prepayments, deposits FIENEREE
and other receivables 24,363 26,854
Pledged deposits — current EHEATR — RB 56,815 75,272
Pledged deposits — non-current EERER — IERE 7,776 17,606
Cash and cash equivalents HERBEESEEY 160,830 209,936
892,959 750,543
Financial liabilities at amortised cost RBHERATENESRMEE
2016 2015
—EB-RF —T—AF
RMB’000 RMB'000
ARET T ARET T
Trade and bills payables B S RENFIERENEE 444,033 431,431
Financial liabilities included in SEARFER - B RN FIE KR
advances from customers, EtEBANTRAE
other payables and accruals 56,578 32,105
Interest-bearing bank borrowings SHEIRITER 119,000 174,000
619,611 637,536
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31.

166

FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of cash
and cash equivalents, pledged deposits, trade and bills
receivables, trade and bills payables, financial assets
included in prepayments, deposits and other
receivables, financial liabilities included in advances
from customers, other payables and accruals, and
interest-bearing bank borrowings approximate to their
carrying amounts largely due to the short term
maturities of these instruments.

The Group’s corporate finance team headed by the
finance manager is responsible for determining the
policies and procedures for the fair value measurement
of financial instruments. The corporate finance team
reports directly to the financial controller. At each
reporting date, the corporate finance team analyses the
movements in the values of financial instruments and
determines the major inputs applied in the valuation.
The valuation is reviewed and approved by the financial
controller.

The fair values of financial assets and liabilities are
included at the amount at which the instrument could
be exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale.

Fair value hierarchy

Assets and liabilities measured at fair value:

The Group did not have any financial assets and
financial liabilities measured at fair value as at 31
December 2016 (2015: Nil).

Assets and liabilities for which fair values are disclosed:
The Group did not have any financial assets and
financial liabilities for which fair values are disclosed as
at 31 December 2016 (2015: Nil).

Zhejiang Tengy Environmental Technology Co., Ltd
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32. FINANCIAL RISK MANAGEMENT MEEREEEERBE

OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise
interest-bearing bank borrowings, cash and cash
equivalents and pledged deposits. The main purpose of
these financial instruments is to raise finance for the
Group's operations. The Group has various other
financial assets and liabilities such as trade and bills
receivables and trade and bills payables, which arise
directly from its operations.

The main risks arising from the Group's financial
instruments are foreign currency risk, credit risk and
liquidity risk. The board of directors reviews and agrees
policies for managing each of these risks and they are
summarised below.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales by operating units in
currencies other than the units’ functional currencies.
Approximately 2.2% (2015: 2.4%) of the Group's sales
for the year ended 31 December 2016, were
denominated in currencies other than the functional
currencies of the operating units making the sale. At
present, the Group does not intend to seek to hedge its
exposure to foreign exchange fluctuations. However,
management constantly monitors the economic
situation and the Group's foreign exchange risk profile
and will consider appropriate hedging measures in the
future should the need arise.

The following table demonstrates the sensitivity at the
end of the reporting period to a reasonably possible
change in the United States dollar and Hong Kong dollar
exchange rates, with all other variables held constant,
of the Group’s profit before tax (due to changes in the
fair values of monetary assets and liabilities).

AEENTEERTABEBRITENR
ReFRSEFEVARDERFR - HF
THMTAFZEER/NEEHEREZES -
AEERAZEEMEREELAE W
EEBREEZEENE S RBWFERER
RBEURBESRNFTANENRE -

AEEEBRTAMS RN ERARRING
Rk FERBREAHECAR EFEE
BETREEZLERBROBER  &FR
rfatan T

SIS R B

AEBAZRSEERR  JHEZEEN
INEIhREEEE ASN BT EFTER ©
BHE-_ZE—XE+-A=+—HILF% -
AKEEH22% (ZZF—FHF :24%) K98
ERIEITIHE N E BB EE LA
MEXE BRI - AEBESSE
HNERE R - A - BEEES —HER
EEESRAEBHINERBRMNRR - BE
FERSEERIUEE S SR o

TRETNBEHPREMEEMEETE
RIBI TS - NSRBI A A 2T B TT
EXAEAREHNGRE (BREREE
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32.

168

FINANCIAL RISK MANAGEMENT 32. IKEMEEEEREE 2
OBJECTIVES AND POLICIES (continueq)
Foreign currency risk (Continued) HhE [ B (42)
Increase/ Increase/
(decrease) (decrease)
in foreign in profit
currency rate before tax

Ex Bt A a8
A (T & (D)

% RMB'000
%  AREFIT
2016 —B-AF
If RMB weakens against US$ MAREE S ZETTEE 5 272
If RMB strengthens against US$ i AR HETHE (5) (272)
If RMB weakens against HK$ i AR H BT B 5 2,581
If RMB strengthens against HK$ i AR B THE (5) (2,581)
2015 —E-hF
If RMB weakens against US$ i AR HETHE 5 (519)
If RMB strengthens against US$ i AR HETHE (5) 519
If RMB weakens against HK$ MARE B TRE 5 2,539
If RMB strengthens against HK$ i AR LB TTHE (5) (2,5639)

Credit risk

The Group trades only with recognised and
creditworthy third parties. Receivable balances are
monitored on an ongoing basis and the Group's
exposure to bad debts is not significant. For
transactions that are not denominated in the functional
currency of the relevant operating unit, the Group does
not offer credit terms without the specific approval of
the executive directors.

EERR

AEBERNZREERIFNE=ZTET
Ry AEBEFBEREYWHIAKLSS B
AREBAZHERERIY TEKX - B IF
WAL EREMNIIEERENRSM
FOARBRERNTERNRAMESS
REERS -
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32. FINANCIAL RISK MANAGEMENT MREEREEEERBEK®)

OBJECTIVES AND POLICIES (continued)
Credit risk (Continued)

The credit risk of the Group’s other financial assets,
which comprise cash and cash equivalents, pledged
deposits, amounts due from the holding company, and
a related company, and other receivables, arises from
default of the counterparty, with a maximum exposure
equal to the carrying amounts of these instruments.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are managed by
analysis by customer/counterparty. There are no
significant concentrations of credit risk within the Group
as the customer bases of the Group's trade receivables
are widely dispersed.

Further quantitative data in respect of the Group's
exposure to credit risk arising from trade and bills
receivables and prepayments, deposits and other
receivables are disclosed in notes 18 and 19,
respectively, to the financial statements.

Liquidity risk

The Group's objective is to maintain a balance between
continuity of funding and flexibility through the use of
interest-bearing bank and other borrowings to meet its
working capital requirements.

EEREE)

AEBEEMEREE(BRASMREEE
Y BHERFR - BRI RE KL —HEE
BN B RIR A K E A R UK IR ) BV E B R B
KERSGHFTELN MAXNKSRER
FRZFTANKREE -

HRASEERNZREERIFNEZT
ETRS MEFERR - GEAROSE
TREREF/RGHFHHINER -
AEEVESANETEERR  RER
AEEE SRRFIRNEPERBR D -

BERASEASNKEE S REFAKE
WERBARTEM IR ~ 125 5 H Al YR
HREERBRIE - FELBBES HIRE
R RERMIFE18 5219 °

REE SRR
AEENEFERBEMTSRITREM
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32. FINANCIAL RISK MANAGEMENT 32. KRREERERBEE @)
OBJECTIVES AND POLICIES (continued)
Liquidity risk (Continued) RBESRER &)
The maturity profile of the Group's financial liabilities as NIEHKR AEES B ENR AR
at the end of the reporting period, based on the (EREETHRBEEMZ) R -

contractual undiscounted payments, is as follows:

31 December 2016
—E-REt=ZA=-H
On  Lessthan 3to 1to3 Over 3
demand 3 months 12 months years years Total
B
EXEE JOW3ER  3Z12(8A 1238 3FENE @it

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARBTR ARBTR ARMTIR AR®TR ARMTR

Trade and bills payables ~ BHEMNFER

ERRE 187,024 257,009 - - - 444,033

Other payables and HitEAFER
acoruals TR 9,146 29,169 24 - - 38,339

Interest-bearing bank SERTER

borrowings - 10,350 112,448 - - 122,798
Due to the holding company  FEfTIZA% A R1ZUE = 3,621 = = = 3,621
Due to related companies  JEfT B A A1 ZUA 4,864 9,754 - - - 14,618
201,034 309,903 112,472 - - 623,409
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32. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (Continued)

Liquidity risk (Continued)

32.

BEEREEEERBE®)

REBESEE(E)

31 December 2015

“Z-RF+=R=—H
On  Lessthan 3to 1103 Over
demand ~ 3months 12 months years 3 years Total
R

EXER  PRSEA  3E12EA 153%F EAE Bzt
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARBTT ARETRT ARETR ARETT ARETR

Trade and bills payables BHREAFTER
GBS 200,849 230,582 - - - 431,431

Other payables and HitEAFER
acoruals 2R 5,388 21,858 56 - - 27,302

Interest-bearing bank SERTER
borrowings - 65,939 111,949 - - 177,888
Due to the holding company FEfT12A% A RIZUE 65 2,851 - - - 2916
Due to related companies  JENEEHE A 1,128 759 - - - 1,887
207,430 321,989 112,005 - - 641,424
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32.

172

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

Capital management

The primary objectives of the Group’'s capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying
assets. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made
in the objectives, policies or processes for managing
capital during the years ended 31 December 2016 and
31 December 2015.

Zhejiang Tengy Environmental Technology Co., Ltd
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32. FINANCIAL RISK MANAGEMENT MREEREEEERBEK®)

OBJECTIVES AND POLICIES (Continued)

Capital management BEXRER

The Group monitors capital using a gearing ratio, which
is total debt divided by total equity. Total debt includes
interest-bearing bank borrowings, amounts due to the
holding company and related companies, gross
amounts due to contract customers, trade and bills
payables, advances from customers and other
payables, less cash and cash equivalents. The gearing
ratios as at the end of the reporting periods were as
follows:

AEBFERENBEL R (BMERAERRA
RS AR) BIRERN - ERAREET SR
TR BAERA R KRB A RF0R
BNEREFPRAMLE BEZHERNFEAR
BNRE  EFBFAREMEMNKIEA
BB RREEFEY RNHEHRNER
BELERNT

2016 2015

AL —E-AF

RMB’000 RMB'000

AR%T ARET T

Interest-bearing bank borrowings T ERITERK 119,000 174,000
Due to the holding company FEIZEAR A T8 3,621 2,916
Due to related companies FETREES: N T 30E 14,618 1,887

Gross amounts due to ERERI%E P HRIARE

contract customers 111,979 89,523
Trade and bills payables B S RNFIERENEE 444,033 431,431
Advances from customers BEFE#ER 69,249 169,429
Other payables Hofth AT RIR 124,168 89,110
Less: Cash and cash equivalents B BEERREEEY (160,830) (209,936)
Net debt (EVoE 725,838 748,360
Total equity RERAARR 724,285 611,291
Gearing ratio BRABELXR 100% 122%

33. EVENTS AFTER THE REPORTING 33. EHEREE

PERIOD

On 15 March 2017, the Company entered into an asset
acquisition agreement with TGL, pursuant to which the
Company conditionally agreed to acquire the property
(together with the corresponding land use rights) and
the accessory equipments for an aggregate
consideration of RMB79,000,000 (equivalent to
approximately HK$88,764,045) from TGL to be financed
out of the proceeds of the initial public offering of the
Company. This transaction is scheduled to be
completed in May 2017.

R-TE—+F=ZA+HH > ARAFETGL
I —IREEWEHE Bt ARRA
WL RE R TGL U S Y25 G R AR FE - 5
AE)REERE REGEAARE
79,000,000 T (F8E 72 4788,764,0457%8 7T )
BEAREERNARBEEMESRIERN -
HIBLZ SGTEARN —ZE—+F R BT °
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34. STATEMENT OF FINANCIAL POSITION 34. &2 BB &R R &

174

OF THE COMPANY

Information about the statement of financial position of

BRAARRENHERMRY BN K ER

the Company at the end of the reporting period is as /NN
follows:
2016 2015
—E-RE —E—RF
RMB’000 RMB'000
AR¥T AREFIT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - BEKREE 34,983 29,682
Investment property EME - 16,515
Prepaid land lease payments BN TR E A 17,668 10,381
Intangible assets mREE 275 195
Investments in subsidiaries RIEBARIHIRE 28,787 28,787
Deferred tax assets FEIERIAE B 18,484 15,371
Pledged deposits BIREFR 7,776 17,606
Total non-current assets IERBEERE 107,973 118,437
CURRENT ASSETS RENEE
Inventories EN 26,095 35,724
Gross amounts due from contract B A RIEERIALARE
customers 579,992 676,002
Trade and bills receivables B SR IE R EWEE 600,550 379,213
Prepayments, deposits and other TERRIE -« Re REMEREIE
receivables 41,471 40,701
Due from subsidiaries A NG EeE 19,110 17,736
Pledged deposits [REERiVER 56,485 74,942
Cash and cash equivalents HeRBESZEY 158,863 208,891
Total current assets B EELE 1,482,566 1,433,209
CURRENT LIABILITIES nREEE
Gross amounts due to contract EREREFFIAMEEE
customers 104,302 83,137
Trade and bills payables B 5N A MR R 411,765 394,624
Advances from customers, other BE#R - EfbEMFRIER
payables and accruals FEZtE A 201,449 246,066
Interest-bearing bank borrowings S ERITER 119,000 174,000
Due to subsidiaries NN NGB! 14,790 22,344
Tax payable JERIHRIE 22,966 24,486
Total current liabilities mEA e 874,272 944,657
NET CURRENT ASSETS REEEFRE 608,294 488,552
TOTAL ASSETS LESS EERAEBERRBERE
CURRENT LIABILITIES 716,267 606,989
Net assets BEFAE 716,267 606,989

Zhejiang Tengy Environmental Technology Co., Ltd
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34. STATEMENT OF FINANCIAL POSITION 34. &~} 3B & (&)
OF THE COMPANY (Continued)

Information about the statement of financial position of BREAABTRREARABADROER
the Company at the end of the reporting period is as wmr (&)
follows: (Continued)
2016 2015
=B-ARF| =T IF
RMB’000 RMB'000
ARET T AREBTT
EQUITY s
Equity attributable to owners BRATHEEAEGER
of the parent
Share capital &7 135,000 135,000
Share premium (note) B (Fit) 239,064 239,064
Reserves (note) i (M) 342,203 232,925
Total equity RS 18ER 716,267 606,989
Note: B
A summary of the Company's share premium and reserves is as follows: RNATZRMDHEREERENT
Statutory
Share Capital surplus Retained
premium reserve reserve profits Total
EE
BRIDEE BARfGEE BRRE REEF st
RMB'000 RMB'000 RMB'000 RMB’'000 RMB'000
ARETT ARETT ARETT ARETT ARETR
At 1 January 2015 RZZ—H¥—A—H - 3,303 18,110 112,944 134,357
Profit and total comprehensive FREF R 2 ERALEE
income for the year - - - 98,568 98,568
Issue of shares BITRD 276,337 - - - 276,337
Share issue expenses BITRGHAS (37,273) - - - (37,273)
Appropriation to statutory surplus LB R T BSEE
reserve - - 9,857 (9,857) -
At 31 December 2015 and WZZE-—HF+-_A=+—H
1 January 2016 k=T "F—H—H 239,064 3,303 27,967 201,655 471,989
Profit and total comprehensive FRafkEARALE
income for the year - - - 109,278 109,278
Appropriation to statutory surplus R AT RNRER
reserve - - 10,929 (10,929 -
At 31 December 2016 RZE—A~"F+ZA=+—H 239,064 3,303 38,896 300,004 581,267
35. APPROVAL OF THE FINANCIAL 35. #HLAEMBHHREK
STATEMENTS
The financial statements were approved and authorised EEEgR_ZT—EF=AZTN\BHER
for issue by the board of directors on 28 March 2017. T TEWmk -
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Five-Year Financial Summary
T EMBERERE

Year ended 31 December

BE+t-A=1+-HLEE

2016 2015 2014 2013 2012
“E-RE | ZE-RF ZE-mE = —T—=F
RMB’000 | RMB'000  RMB'000 RMB'000 RMB'000
ARETR | ARETE ARETT ARETRE ARETRT
Continuing operations SRR

Revenue Wz 997,564 919,975 781,905 594,058 553,543
Gross profit 7 229,176 186,576 143,159 79,582 64,627

Profit before tax from REFELEEBER

continuing operations T A 7 149,081 134,399 100,168 35,026 27,321
Income tax expense FEHRX 36,087 37,934 25,979 9,193 6,426
Profit for the year from REBECEER L

continuing operations FRHMN 112,994 96,465 74,189 25,833 20,895
Discontinued operation RESIw =
Profit for the year from REBRIEEEEBN

a discontinued operation FRHEF - - - - 5,606
Profit and total comprehensive FREMNEEERABE

income for the year 112,994 96,465 74,189 25,833 26,501
Earnings per share attributable to FRARRIRE

shareholders of the Company (R AT

for the year (ABBRAREFITR)

(expressed in RMB per share)

— Basic and diluted —HAkEE 0.84 0.90 074 0.26 0.27
Gross profit margin EFE 22.97% 20.28% 18.31% 13.40% 12.62%
Net profit margin P 11.33% 10.49% 9.49% 4.35% 4.68%

As at 31 December

R+=A=t—H

2016 2015 2014 2013 2012
“E-RE | ZEF-1F ZEMF —T-=F —TF
RMB’000 | RMB'000  RMB'000 RMB'000 RMB'000
ARBTR | ARETR ARNTR ARETR ARETR
Non-current assets FRBEE 96,908 107,004 129,027 88,229 75,389
Current assets nRYEE 1,544,994 | 1,493,936 780,195 687,568 573,797
Current liabilities RBafE 917,617 | 989649 668460 559224 458,446
Net current assets MBEETE 627,377 504,287 111,735 128,344 115,351
Total assets less current liabilities BEREARDAR 724,285 611,291 240,762 216,573 190,740
Net assets BEFE 724,285 611,291 240,762 216,573 190,740
Capital AR 135,000 135,000 100,000 100,000 100,000
Share Premium BRipiEE 239,064 | 239,084 - - -
Reserves fEtE 350,221 237,227 140,762 116,573 90,740
Total equity EREE 724,285 611,291 240,762 216,573 190,740
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