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Dear Shareholders,

On behalf of the board of directors (the “Directors” and the
“Board”, respectively) of ELL Environmental Holdings Limited (“ELL
Environmental” or the “Company”, together with its subsidiaries, the
“Group”), | present the annual report for the year ended 31 December
2017 (the “Year”). According to the data from China’s National Bureau
of Statistics, the country’s gross domestic product (GDP) grew by 6.9%
in 2017, higher than expectation, with a clear improvement in stability,
coordination and sustainability for steady and sound development,
providing a boost to the growth of all sectors. In an era when the scarcity
of natural resources and pollution become increasingly prominent,
environmental protection has become a global trend, to which China is
no exception. On 27 June 2017, the Decision on Amending the Water
Pollution Prevention and Control Law was adopted at the 28th session
of the 12th Standing Committee of the National People’s Congress. The
draft amendment to the law makes a total of 55 major changes, including
clearer delineation of the responsibility of governments at various levels
for water environment quality and the implementation of a total discharge
control system and a pollutant discharge licence system, pointing to more
stringent regulatory requirements on wastewater treatment. As a major
domestic environmental solution provider with rich experience built over
ten years in wastewater treatment services, ELL Environmental believes
that the implementation of such policy will further increase the demand for
the Group’s core business and create new market opportunities.

Despite various favourable factors for the industry’s future development,
the Group still faces a few challenges as global economic integration
advances and competition in the domestic market intensifies. To tap into
new business areas and expand its business scope, the Group acquired
in 2016 Weal Union Limited (“Weal Union”) and its subsidiary in the
Republic of Indonesia (“Indonesia”), which is engaged in the biomass
power generation business in Jambi, Indonesia. Over more than one year
since the acquisition, however, the Indonesia project has faced increased
operating risk due to a lower-than-expected power plant utilisation rate
arising from lower-than-expected market consumption of electricity in
the region. The Group is taking active measures, including investing in
improvement and modification works in the power generation facilities to
increase efficiency and reduce the cost of sales; investing in the biomass
fuel production business to increase the power plant’s generating capacity;
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Chairman’s Statement

EFRRE

and exploring other environmental-related investment projects to support
the Group’s long-term development. The management believes that
while the local renewable energy industry has fairly optimistic prospects
in view of Indonesia’s quick urbanization and government support of
environmental sustainability, we still face remarkable operating risk in a
rapidly evolving business environment. Therefore, we shall continuously
assess our business scope and structure and, with shareholders’ interests
as our primary consideration, adopt strategies and plans in the best
interests of the Company and its shareholders at the appropriate time to
put the Group’s profit back on the stable track and achieve better long-
term development.

For the Year, ELL Environmental recorded a revenue of approximately
HK$79.0 million with a year-on-year decrease of 21.3%. The gross profit
was HK$4.8 million, down by 85.9% year-on-year. The decrease in
revenue and gross profit was primarily due, among other things, to the
decrease in construction revenue and recognitions of construction margin
arising from the upgrade works of our wastewater treatment facilities.
The net loss was HK$60.7 million, including HK$43.9 million in goodwill
impairment for the biomass power generation project in Indonesia.

Looking forward, ELL Environmental will continue to steadily advance
development in all business areas, consolidate its achievements in
wastewater treatment and biomass power generation, and tap into more
promising project opportunities by closely watching the market dynamics.
Furthermore, the Group will maintain prudent and stable financial and
operations management and further strengthen internal management to
steadily advance to a brand-new stage of development.

Here, | would like to express my gratitude to my fellow Directors,
shareholders, staff and stakeholders. We are well aware that our
staff, customers and partners are the key to our sustained and stable
development. Our thanks go to our partners and customers for their
support and help and to our staff for their valuable contribution over the
past year. We hope that you will continue to join hands with the Group to
make progress together in the coming year and beyond.

Chau On Ta Yuen
Chairman

Hong Kong, 23 March 2018
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Management Discussion and Analysis

BUSINESS REVIEW

The year 2017 proved to be an economically fruitful year for China by
recording a gross domestic product (GDP) growth of 6.9% and saw China
playing an irreplaceably important role in driving the global economic
development. Meanwhile, the Chinese government has expanded its
overall development plan from the four pillars of economic, political,
cultural and social developments to five pillars with the addition of
ecological development and made overarching plans and deployments
around this new goal in different aspects, including integrated
environmental management, ecological security protection mechanism,
and environmental industry development. The Amendment to the Water
Pollution Prevention and Control Law which became effective on 1
January 2018 also underscores China’s determination to control water
pollution and promote the environmental industry.

Despite the increase in resources invested by the Chinese government
in environmental protection, the Group currently still faces a challenging
business environment because of intensified industry competition and the
delay in the local authorities’ implementation of water tariff adjustment.
In view of this, the Group decided to expand to new business areas in
2016 and acquired Weal Union Limited (“Weal Union”) and its subsidiary
in Indonesia, PT Rimba Palma Sejahtera Lestari (‘RPSL”, collectively
the “Weal Union Group”), which is engaged in the biomass power
generation business in Jambi, Indonesia. RPSL’s power plant has two
generating units, mainly powers its palm kernel oil production facility and
also meets the unsatisfied local electricity demand. Indonesia is the largest
economy in the Association of Southeast Asian Nations (ASEAN) and
has maintained an annual economic growth of over 5% in recent years.
The soaring electricity demand driven by the country’s rapid urbanization,
coupled with the local government’s environmental drive in recent years,
is expected to create excellent opportunities for the renewable energy
industry.

Over the nearly one year since the acquisition of the Weal Union Group,
the biomass power plants of the Group in Indonesia had yet to reach
their expected utilisation rate. It was resulted from (i) the low electricity
consumption by the local end-users in the vicinity of the power plants as
compared to the expected level of electricity consumption for the Year;
(i) the increased competition with other coal power plants; (iii) the delay
of certain government projects which resulted in lower growth rate of
market and economy, and hence the energy consumption in the vicinity
of such operations; and (iv) the delay of construction of power lines and
other infrastructure by the government to connect the South of Sumatra,
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Management Discussion and Analysis
B E B AT

Indonesia, where the biomass power plants are located, to the North of
Sumatra, where the energy demand is much higher. While such factors for
sales growth as the improvement in local economy and new infrastructures
in favor of the operation of the power plants did not materialise as
expected during the Year, we expect that the situation will, at a slower
pace than the original plan, improve gradually with the abovementioned
growth drivers in place in the future. To increase the power plant’s
efficiency, the Group is investing in improvement works in order to lower
the cost of sales and improving its financial performance. Meanwhile,
the Group is considering investing in the production and sale of biofuel
pellets that will enable self-consumption of the electricity produced by
the biomass power plant, and hence, will increase its utilisation rate. The
Group is also seeking opportunities to utilise the biomass power plant
units by supplying electricity to regions other than Jambi. Furthermore,
the Group is looking into other suitable environmental protection projects,
especially on a “Build, Operate and Transfer (‘BOT”)” basis. As most BOT
projects guarantee a minimum investment return, the Company expects
to recover investment and operations and maintenance costs, and obtain
a reasonable return during the term of concession, which will not only
boost the Group’s revenue and gross profit margin but also provide more
stable cash-flow to serve shareholder interests and the Group’s long-term
development. This investment represented the Group’s first investment
in Indonesia’s environmental industry. The management holds the firm
belief that with Indonesia’s development potential, our biomass power
generation business and any upcoming environmental projects will bring
new growth momentum to the Group and facilitate the Group’s expansion
in other environmental business areas and its strategic diversification.

To support the Group’s strategic plan to expand into other business
areas of environmental protection, the Group entered into an agreement
with Nantong Jiahe Technology Investment Development Co., Ltd.
(“Nantong Jiahe”), an independent third party, on 21 September 2016,
for the sale of all of the equity interest of Rugao Honghao Metal Water
Treatment Company Limited (“Rugao Honghao”) at a cash consideration
of RMB55.0 million (the “Rugao Honghao Disposal Agreement”).
The deal has received preliminary regulatory approval for the remittance
of consideration payment and the banks are currently processing the
remittance. Except for the receipt of such payment and the completion of
the applicable filings and registration with local registration bureaus, which
remain pending as at the date of this annual report, all other aspects of
the transaction had been completed and from the accounting perspective,
Rugao Honghao had ceased to be our subsidiary during the Year. We shalll
work to close the deal as soon as possible to provide an additional source
of capital to fund the Group’s future business development opportunities.

ELL ENVIRONMENTAL HOLDINGS LIMITED 2017 Annual Report

ERES)NHEELEMERRETRR
JEHR - BESR - BEE B HbACE KA R B
EREEMNHEMRRENRE - ~FE
ZERAZENHEEERNFEW RN
IR BRMTEH - RRBEE LMEE
HEHWMEmME  ZBEREAER R
EMRERTNE - BT IRESETHNR
Ko AEBBERERR TR - K&
EEERAL R ZEEMERE - R
REBIEEZEREE MR EREEE R
HEER  FAEYWERERAUABITHE
FATEENE D #EMRAFAER - K
EETEBRESEUIIEHRSE S
FIREYE R BREBOEE o N
AEBNERBRBREREME BHIRIRE
BMIEE  LHEIESR — &% — BX
([BOT) ¥R EEE - AR KZH
BOTHE B REBEZEKZE B TR - th A A)AE
FEAREFHRKREERE -  CERE
ERATERESAIROER - TMEHAEE
B ARERERE FEIER > BEHE
BRENEST  BARBRERNS RO
RHEERE - WAREAAEEKELE
RREBHNE—F BEER:  BE
HEMmERE N  BMMEMEREE
BRARAEMBRRESEASRERTE
REFWIBERE N AFAFRRKREE
MIRREBIER RS THRHNEEEE -

RECE A H IR IR 5 7% 8 oR A B RS &t
g AEBRBEYE=-THABERANK
RERZARAR(EMBER]) R =
T-RNENAZ+—HAILHH WE
HENREEEEBRE/KEEFRAA
(TR REE1)100%KHE REKER
AREEB0E ST MR R HEWH
&) ZXHERRENERESE
BREFIR NP HEAE - RRTT B AT R
IR X ME SR o bR R K[R8 b 5 1T B ek
HEBRLEC(RAFRBBNER
) ZRHMMBEMAEE T -
BESF LR RERANFEIB /K
PRI B A R] - AR EFIMERE
BEHESFHE RAREBERBEBREM
BINE SR -



Management Discussion and Analysis

In the wastewater treatment business, the Group is currently in active
negotiations with relevant governmental authorities for an upward
adjustment of wastewater treatment tariffs. As part of this work, Haian
Hengfa Wastewater Treatment Company Limited (“Haian Hengfa”) is
examining and discussing the final particulars with the local government.
The adjustment, which is expected to not only make up the price
difference in the past more than ten years, but also raise the tariff to a
reasonable level, will bring a remarkable growth in the revenue of the
Company and further strengthen the Group’s financial position in the
coming years.

OUTLOOK

Looking forward, the Group will remain committed to operating business
in a prudent and stable way, further solidifying its position in China’s
wastewater treatment market, providing customers with high-quality
services, and at the same time leverage its rich experience and deep
expertise to develop other environmental protection related projects and
explore new promising business areas of environmental protection. As
regards internal management, the Group will strengthen mechanisms to
ensure efficient operations and full regulatory compliance and maintain a
healthy cash flow. Meanwhile, we shall strategically manage our existing
investment projects to achieve stable and sustainable development of the
Group.

FINANCIAL REVIEW
REVENUE

Our total revenue decreased by 21.3% to HK$79.0 million for the Year
from HK$100.3 million for the previous year. The decrease in revenue was
primarily attributable to (i) the absence of construction revenue for the
Year, which amounted to HK$36.2 million for the previous year due to the
completion of the upgrade works of the wastewater treatment facility of
Rugao Hengfa Water Treatment Company Limited (‘Rugao Hengfa” and
the “Rugao Hengfa Facility”, respectively) in the previous year; and (i)
the pending water tariff adjustments for the wastewater treatment facilities
to cover the increase in costs of raw materials and overheads for the Year,
for which negotiations with the local governments are in progress. Such
decrease in revenue was offset by the increase in revenue recognised by
RPSL of HK$26.8 million for the Year from HK$4.0 million for the previous
year which only included two months of operation.
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Management Discussion and Analysis
B E B AT

COST OF SALES

Our total cost of sales increased by 12.3% to HK$74.1 million for the Year
from HK$66.0 million for the previous year, primarily due to the increase in
cost of sales of the biomass power plant of RPSL to HK$33.7 million for
the Year from HK$5.5 million for the previous year which only included two
months of operation. Such increase in cost of sales was partly offset by
the absence of cost of construction for the Year as compared to HK$25.5
million for the previous year upon the completion of the upgrade works of
Rugao Hengfa Facility in 2016.

GROSS PROFIT AND GROSS PROFIT MARGIN

Our gross profit decreased by 85.9% to HK$4.8 million for the Year from
HK$34.3 million for the previous year, primarily due to (i) the absence of the
recognition of construction margin arising from the upgrade works of the
Rugao Hengfa Facility amounting to HK$10.7 million for the previous year
due to its completion during 2016 as abovementioned; (ii) the decrease
in the gross profit of Rugao Hengfa and Haian Hengfa to HK$11.1 million
and HK$1.5 million, respectively for the Year from HK$16.0 million and
HK$5.1 million, respectively for the previous year due to the increases
in cost of raw materials and overhead costs per unit of wastewater
treated as abovementioned; (iii) the gross loss of HK$0.6 million in Rugao
Honghao as compared to the gross profit of HK$3.9 million recognised
in the previous year; and (iv) the increase in the gross loss of RPSL to
HK$6.9 million for the Year from HK$1.4 million for the previous year.

Our gross profit margin decreased to 6.1% for the Year as compared to
34.2% for the previous year, as the effect of the factors discussed above.

GAIN ON DISPOSAL OF A SUBSIDIARY

We recorded a gain of HK$6.0 million on the disposal of Rugao Honghao
for the Year and the terms of such disposal were governed by the
Rugao Honghao Disposal Agreement. The deal has received preliminary
regulatory approval for the remittance of consideration payment and the
banks are currently processing the remittance. Except for our receipt of
such payment and the completion of the applicable filings and registration
with the local registration bureaus, which remain pending as at the date of
this annual report, all other aspects of the transaction had been completed
and from the accounting perspective, Rugao Honghao had ceased to be
our subsidiary during the Year.
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Management Discussion and Analysis

IMPAIRMENT LOSS

We recognised an impairment loss of HK$43.9 million for the Year
(2016: nil) in relation to goodwill arising on acquisition of Weal Union.
The valuation of Weal Union, and hence the recoverable amount of
the goodwill, is impaired due to the lower growth rate and delay in the
realisation of the expected return. Nonetheless, we believe the long-term
profitability will be achievable and sustainable, in a longer time in future.
We will continue to invest in improving the efficiency of the power plants in
order to lower the cost of sales, as well as analysing other possibilities in
increasing the utilisation of the biomass power plants.

ADMINISTRATIVE EXPENSES

Our administrative expenses decreased by 1.8% to HK$24.7 million for
the Year from HK$25.2 million for the previous year. As a percentage of
our revenue, our administrative expenses represented 31.3% and 25.1%
for the years ended 31 December 2017 and 2016, respectively. Such
increase of our administrative expenses as a percentage of our revenue
was a result of the completion of upgrade works of Rugao Hengfa Facility
in 2016, which had an insignificant impact on our administrative expenses
but resulted in a significant decrease of our revenue for the Year.

FINANCE COSTS

Our finance costs decreased by 26.4% to HK$1.4 million for the Year from
HK$2.0 million for the previous year, primarily due to a full settlement of a
bank loan during the Year.

LOSS BEFORE TAX

Our loss before tax was HK$50.9 million for the Year as compared to the
profit before tax of HK$18.5 million for the previous year, primarily due to
the factors mentioned above.

INCOME TAX EXPENSE

Our income tax expense increased by 40.2% to HK$9.9 million for
the Year from HK$7.0 million for the previous year, primarily due to an
increase in tax expense of approximately HK$2.6 million as a result of the
disapproval of our claims for certain tax allowances for prior years.
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Management Discussion and Analysis
B E B AT

LOSS ATTRIBUTABLE TO OWNERS OF THE COMPANY

Our loss attributable to owners of the Company was HK$61.1 million for
the Year as compared to profit attributable to owners of the Company
of HK$10.3 million for the previous year, primarily due to the factors
mentioned above.

BANK BORROWINGS

As at 31 December 2017, the Group had: (i) an unsecured one-year bank
loan with a carrying amount of HK$28 million, which was denominated
in Hong Kong dollars (2016: HK$30.3 million) with variable interest rates
at Hong Kong Interbank Offered Rate (HIBOR) plus 1.4% per annum,
repayable on demand; and (i) an unsecured five-year bank loan with a
carrying amount of HK$11.2 million, which was denominated in United
States dollars (2016: nil) with variable interest rates at London Interbank
Offered Rate (LIBOR) plus 1.4% per annum.

LIQUIDITY AND FINANCIAL RESOURCES

Our principal liquidity and capital requirements primarily relate to
investments in our projects, construction of our wastewater treatment
facilities and purchase of equipment, as well as costs and expenses. As at
31 December 2017, the net assets of the Group amounted to HK$521.8
million, decreased by 8.4% as compared with that of HK$569.6 million as
at 31 December 2016.

GEARING RATIO

The Group’s gearing ratio is calculated by dividing total debt by total equity
and total debt is the bank borrowings. The gearing ratio was kept stable,
being 0.1 as at 31 December 2016 and at 31 December 2017.

TREASURY POLICIES

The Group has adopted a prudent financial management approach
towards its treasury policies and thus maintained a healthy liquidity
position throughout the Year. The Board closely monitors the Group’s
liquidity position to ensure that the liquidity structure of the Group’s assets,
liabilities and other commitments can meet its funding requirements
from time to time. Surplus cash will be invested appropriately so that the
Group’s cash requirements for the Group’s strategy or direction from time
to time can be met.
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Management Discussion and Analysis

CAPITAL EXPENDITURES

Our major capital expenditures consist primarily of expenditures to
upgrade and improve the Group’s wastewater treatment facilities. During
the Year, we did not incur capital expenditures for the upgrade works of
the Rugao Hengfa Facility, which was completed in the previous year (2016:
HK$25.5 million).

FOREIGN EXCHANGE RISKS

Individual companies in Mainland China and Indonesia within the
Group have limited foreign currency risk as most of the transactions are
denominated and settled in Renminbi and Indonesian Rupiah, respectively.
The Group did not have significant foreign currency exposures from its
operations. However, our consolidated financial statements are presented
in Hong Kong dollars. Any appreciation or depreciation of Hong Kong
dollar against Renminbi and Indonesian Rupiah will affect our financial
position and will be reflected in the exchange reserve. The Group does
not have a foreign currency hedging policy. The management monitors
the Group’s foreign exchange fluctuation exposure closely. In light of the
continued depreciation of Renminbi against Hong Kong dollar recently, the
Group has managed to minimize the exposures in Renminbi by converting
a majority of the cash and bank balances into United States dollars or
Hong Kong dollars. Management considers the volatility of the exchange
rate of Hong Kong dollar against Indonesian Rupiah and the Group’s
currency exposures of Indonesian Rupiah to be acceptable.

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS AND
DISPOSALS

On 21 September 2016, the Group entered into an agreement with
Nantong Jiahe for the sale of all of the equity interest of Rugao Honghao
at a cash consideration of RMB55.0 million. Except for the receipt of such
payment and the completion of the applicable filings and registration with
local registration bureaus, which remain pending as at the date of this
annual report, all other aspects of the transaction had been completed
and from the accounting perspective, Rugao Honghao had ceased to be
our subsidiary during the Year.

Save as disclosed in this annual report, the Group did not have any
significant investments, material acquisitions or disposals of assets,
subsidiaries, associates or joint ventures during the Year.
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Management Discussion and Analysis
B E B AT

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
INVESTMENTS

Save as disclosed in this annual report, the Group has no plan authorised
by the Board for other material investments or additions of capital assets
as at the date of this annual report.

CONTINGENT LIABILITIES

Rugao Hengfa, a subsidiary of the Company, received as a defendant on 8
November 2017 a summons from the People’s Court of the Haian County
of Jiangsu Province, the People’s Republic of China (the “PRC” and the
“Court”, respectively) for a court hearing scheduled on 5 December
2017 in connection with an alleged breach of environmental pollution
related regulations by allowing the discharge of wastewater containing
toxic materials of levels that exceed the statutorily prescribed standards
(the “Proceedings”). As at the date of this annual report, Rugao Hengfa
had not received the verdict from the Court. The Company had sought
legal advice from its PRC legal adviser (the “PRC Counsel”) and was
advised that Rugao Hengfa has solid bases for pleading not guilty in the
Proceedings. The PRC Counsel had advised the Company that in the
event that Rugao Hengfa is found guilty by the Court in the Proceedings,
a fine ranging from RMB100,000 to RMB5,000,000 could be imposed
on Rugao Hengfa based on the relevant laws and regulations. However,
based on the circumstances of the case and the fact that no party has
reported any loss or casualty in connection with the alleged breach, the
PRC Counsel has advised the Company that any amount of fines that may
be imposed on Rugao Hengfa will likely fall towards the low end of the
aforesaid range and that the risk of the Court imposing any administrative
penalty, including suspension of operations or revocation of any licence, or
any penalties against any director or legal representative of Rugao Hengfa,
is highly remote.

Save as disclosed above, the Group had no contingent liabilities as at 31
December 2017 (2016: nil).
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Management Discussion and Analysis

EMPLOYEE AND REMUNERATION POLICIES

As at 31 December 2017, the Group had 227 (2016: 223) employees
(including the Directors). Employee costs (including Directors’ emoluments)
amounted to HK$20.2 million for the Year (2016: HK$12.8 million).
Our remuneration policy for the Directors and our senior management
members is based on their experience, level of responsibility, length of
service and general market conditions. Any discretionary bonus and other
merit payments are linked to the financial results of the Group and the
individual performance of the Directors and senior management members.

The Group provides on-the-job training where appropriate.

The Company has adopted a share option scheme on 5 September 2014
for the purpose of providing incentives and rewards to eligible directors
and employees of the Group.

EVENTS AFTER THE REPORTING DATE

The Group had no material event subsequent to 31 December 2017 and
up to the date of this annual report.

FINAL DIVIDEND

No final dividend for the Year has been recommmended by the Board (2016:
nil).
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Environmental, Social and Governance Report
RIE - HERERKRE

ABOUT THIS REPORT

ELL Environmental Holdings Limited (“ELL Environmental” or the
“Company”, together with its subsidiaries, the “Group”) is an environmental
protection enterprise headquartered in the People’s Republic of China
(“China”). As a one-stop wastewater treatment services provider, we
operate two wastewater treatment facilities in Jiangsu Province, China,
which treat municipal and industrial wastewater, with an aim to alleviate
the negative environmental impacts. We also own a palm kernel oil mill
which is located in Jambi, Indonesia for palm kernel oil production and
excess biomass power generation.

This is our second Environmental, Social and Governance (“ESG”) Report
(the “Report”) describing our approaches and strategies in pursuit of
sustainable development during the period from 1 January 2017 to 31
December 2017 (the “Reporting Period”). Unless otherwise stated, this
Report covers the sustainability initiatives and performances of our core
businesses: (i) wastewater treatment services provided by two wastewater
treatment facilities in operation in Jiangsu Province, China, including the
Haian Hengfa Facility as well as the Rugao Hengfa Facility; and (i) palm
kernel oil production and biomass power generation business provided
by a palm kernel oil production facility with two generating units in Jambi,
Indonesia.

The scope of reporting has been extended to cover palm kernel oil
production and bioenergy supply businesses in Indonesia since the Group
has diversified its business portfolio by acquiring this new business in
late 2016. However, the wastewater treatment facility of Rugao Honghao
Facility (“Rugao Honghao”) is excluded from the reporting scope as the
disposal of Rugao Honghao under the Equity Transfer Agreement is
expected to be fully completed in 2018.

In preparation of this Report, we have adhered to the Environmental,
Social and Governance Reporting Guide (“ESG Reporting Guide”) set out
in Appendix 27 to the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited (the “Listing Rules”) to disclose our
sustainability issues in material aspects during the Reporting Period.

We treasure every valuable opinion of our stakeholders. If you have any
opinions about this report and our sustainability performances, please do
not hesitate to send your feedback to us at ell@anli.com.hk.
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Environmental, Social and Governance Report

OUR APPROACH TO SUSTAINABLE DEVELOPMENT

We embed sustainability into the Group’s core principles by operating
with transparency and integrity, fostering our Group’s culture, building a
resilient business, operating responsibly and creating shared value with
our stakeholders.

The Group believes that sustainability is one of our guiding principles. It
not only encompasses our environmental footprint and social contributions
but also underpins our business practices and our key relationships with
various stakeholder groups.

We have an “Environmental, Social and Governance Policy” in place
to promote and manage issues in relation to environmental and social
responsibilities such as environmental protection, health and safety,
conduct and ethics as well as compliance with laws and regulations. We
are devoted to being a role model in pursuit of sustainable development in
the green business world.

STAKEHOLDER ENGAGEMENT

Understanding the views and opinions of our stakeholders is essential for
the sustainable development of the Group. With various communication
channels and meetings, the Group is able to understand stakeholders’
needs and expectations. To reinforce mutual trust and confidence, we are
committed to maintaining enduring communication channels, both formally
and informally, with stakeholders to enable us to adjust our business
strategies to better respond to their needs and expectations, reinforce
major relationships and anticipate risks.

In preparing this Report, we have actively gathered the advice of our
key stakeholder groups, including employees, governments, suppliers,
shareholders, local community and non-governmental organizations,
to understand their concerns and recommendations on the ESG
performance and direction of the Group. The information collected serves
as an underlying basis for the structure of this Report.
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Environmental, Social and Governance Report
RIE - HERERERS

CREATING GREEN FORTUNE
OUR ENVIRONMENTAL BUSINESS

As an environmental protection enterprise, we are committed to being a
positive force to the environment through our core business of wastewater
treatment services, palm kernel oil production and biomass power
generation. The Group is committed to social responsibility, particularly to
creating direct economic value for different stakeholders and at the same
time to bringing cleaner environment and more efficient resource utilization
for the community.

WASTEWATER TREATMENT

The Groups has two wastewater treatment facilities in operation which
handle municipal and industrial sewage, located in Jiangsu Province,
China. The following is the achievement of our sewage treatment business
during the Reporting Period:
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BIOMASS POWER GENERATION AND PALM KERNEL OIL

Our palm kernel oil mill is located in Jambi City, Indonesia. The mill crushes
palm kernel to render palm kernel oil for sale and palm kernel expeller for
use as additional fuel for the ancillary power plant. The ancillary power
plant comprises two power units to support the operation of the mill. The
excess power generated is sold to the state-owned electricity company
Perusahaan Listrik Negara (PLN) via PLN’s power supply network. With
policies in Indonesia focusing on bioenergy development and continuous
extension on electricity supply network over the country, pressure on
existing electricity distribution system is further tightened. Our power
supply agreement with PLN helps to relieve this tension.

The below shows the highlights of our biomass power generation during
the Reporting Period:

Biomass power output capacity: 30 MW
SEEEER - S0IKE
60,995 Mwh electricity generated in 2017
—T—+E%E2 60,995 kEH
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CORPORATE GOVERNANCE
ETHICAL CULTURE

We strive to ensure a high standard of corporate governance in all
areas of our operations. By upholding the principles of integrity and
honesty, we have gained trust and respect from our stakeholders
over the years. Our Anti-Corruption Policy states our zero-tolerance
approach with regard to bribery, extortion, fraud and money laundering.
Our employees, irrespective of their positions and functions, are
obliged to comply with the Code of Conduct which sets out our
requirements on standard of ethics and business integrity. The Group
strictly abides by all applicable laws and regulations concerning bribery,
extortion, fraud and money laundering.

We have a Whistle-Blowing Policy in place where our employees
and related third-parties, may, in confidence, anonymously raise
concerns about suspected improprieties, misconduct, malpractice
or irregularities in any matters related to the Group. Training on anti-
corruption is provided to employees to strengthen their awareness of
moral standards.

SUPPLY CHAIN MANAGEMENT

The Group believes that successful collaboration with suppliers and
business partners leads to sustainable development. We are devoted
to operating in strict compliance with all applicable local laws and
regulations. Accordingly, we also care about the impact brought about
by our supply chain. We expect our suppliers to demonstrate their
commitment to environmental and social issues. Our Supplier Code
of Conduct clearly outlines our expectations towards our suppliers on
environmental, social and ethical standards including but not limited to
treating their employees fairly, having zero tolerance to child labour and
forced labour, maintaining a safe and healthy workplace, upholding
business ethics and integrity. We conduct regular assessment to
evaluate the environmental and social performances of suppliers. Any
violation of the law or serious misconducts can result in cooperation
termination until appropriate remedial measures are well adopted.
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We have formulated the “Supplier Management Procedures” and “Tender
Management Policy” in order to implement transparent and fair procedures
for supplier selection and management. An assessment system is
established to evaluate potential suppliers and a List of Qualified Suppliers
is developed based on the cumulative results of regular evaluations of the
business, product quality, technology, service capabilities of suppliers.
Only registered suppliers are eligible to work with our Group. Whenever
there is a need to select a new supplier, we will first conduct a review of
the listed suppliers and select them based on their possible impacts on
both our operations and the environment.

We are committed to developing long-term and mutually-beneficial
relationships with our suppliers. During the Reporting Period, we worked
with a total of 243 suppliers. We strive to source local suppliers as a way
to reduce carbon emissions.
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SAFEGUARDING OUR ENVIRONMENT

Confronted with the challenges of climate change and resource scarcity,
we endeavor to safeguard the natural environment in our place of business
and strictly abide by all applicable laws and regulations, including but
not limited to the Environmental Protection Law of the People’s Republic
of China, The Environmental Impact Assessment Law of the People’s
Republic of China and Law of the Republic of Indonesia No. 32 Year 2009
on Environmental Protection and Management to minimize greenhouse
gas (GHG) emissions and ameliorate our environmental impacts. Our key

FRERE

AERIEE(CRERERAE - &M
NKEBMOEBHEANREB AR
B WERREBSFABEBEREKER
BIEETRAFEAREMBIRIFRE
EY (R EARAEMBIRERFEFTEE)
MCENEEAGE AMBEE BRIBERENRE
EH) 2009 F E 3250E M) - MR ARE
KR = LB (GHG) HE M R B = M

ELL ENVIRONMENTAL HOLDINGS LIMITED 2017 Annual Report

environmental performance is illustrated as below: HERENZE - U TFTAKRMNEZRE
R
Key Environmental Data
BRREHIE
Environmental Performance Unit Figures
RIBRRE B BE
Air Emissions
REEBERK
Nitrous Oxides (NOx) kg T% 938.25
RAP (NOx)
Sulfur Oxides (SOx) kg T % 19.86
FRE ¥ (SOx)
Particulate Matters (PM) kg 5% 35.97
BF AR (PM)
GHG Emissions'
BER B
Total GHG Emissions (Scope 1 & Scope 2) tonnes of CO.e 7,711.21
RERBHRES (SE - REE ) —SbhRE & (BE)
Direct Emissions (Scope 1) tonnes of CO.e 841.07
HEREN(HBE—) —SbixE = (BE)
Indirect Emissions (Scope 2) tonnes of CO.e 6,870.62
P (BE =) —afbixE & (W)
GHG Removal (Scope 1) tonnes of CO,e 0.48
RERBRR (BE—) —afbhixE & (W)
Total GHG Emissions (Scope 1 & Scope 2) per floor area tonnes of CO.e/ m? 0.05
BEEHERNREREYHESE (BE—LEE ) —ELREE
(W, FF5K)



Environmental Performance
RIERR
Energy
BEIR
Total Energy Consumption
BEIR BB E
Purchased Electricity
BAE
Diesel Qil
e
LPG
BALAHR
Liquefied Natural Gas (LNG)
BAERAR
Total Energy Consumption per floor area
BEEEENERERES
Water
7K
Total Water Consumption
BRKE
Total Water Consumption per floor area
BREEEENERKE
Waste
BEZEY)
Total Hazardous Waste
BEEEYDHEE
Total Hazardous Waste per floor area
BEEEENEEEEDES
Total Non-Hazardous Waste Produced
EXNBEREEDEE
Total Non-Hazardous Waste Disposed
RIENEEEEYES
Total Non-Hazardous Waste Recycled
B H EEREREYES
Total Non-Hazardous Waste per floor area
BEEHBENEESEENES

Total Packaging Material
BEMEES

Environmental, Social and Governance Report

Unit
B

KWh
TR
KWh
TR
KWh
FE
KWh
T B
KWh
TR
KWh/m?

TR, FK

m3
AV PN

m?3/m?

K F K

tonnes

i

kg/m?

o/ Ik
tonnes

|

tonnes

3

tonnes

7

kg/m?

TR/ K
N/A

T E A

The Greenhouse Gas (GHG) Emission is reported in accordance with “The
Greenhouse Gas Protocol, A Corporate Accounting and Reporting Standard”,
published by World Resources Institute and World Business Council for
Sustainable Development, as well as the “Guidelines to Account for and Report
on Greenhouse Gas Emissions and Removals for Buildings (Commercial,
Residential or Institutional Purposes) in Hong Kong”, published by the
Environmental Protection Department, HKSAR. The emissions cover Scope 1

(Direct Emissions) and Scope 2 (Indirect Emissions).

Sludge produced from the wastewater treatment plants is classified as non- 2

hazardous waste.

RIR -  HERERES

Figures

2B

11,304,715.07
9,663,036.30
1,637,299.35
96,745.70
7,633.72

69.20

329,855.30

2.02

8.95

0.05
27,009.49
23,633.49
3,376

165.34

B2 I (GHG) Hh BT R 8 1 57 R B
TRt RDEKEERE A EHH
CRERBEERE  CERERBER
) REBHRTRE R REE R
(EBREN(FE - (EEAAREE)H
BERBIN AR OB NREIES)
i o HUS RIBE — (ERYEH) RE
= (R HER) -
SR £ RS RS RA REER
Yy o
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AIR EMISSIONS MANAGEMENT

For wastewater treatment operations, a comprehensive and sophisticated
monitoring system and relevant emission policy were set up in order to
manage our emissions. We have implemented different measures and
initiatives to reduce emissions. For examples, covers were built around
the treatment plant to reduce odor generated from sewage treatment.
The odor of exhaust gas emitted is abided by Class 2 standard set out in
table 4 of the Discharge Standard of Pollutants for Municipal Wastewater
Treatment Plants (385 7K B2 32 )5 R W HFUE 4E)) (GB18918-2002).

For our biomass power generation in Jambi, we have carried out analysis
for ambient air and dust to satisfy with the prescribed limits. The analysis
parameters consist of sulfur dioxide, carbon monoxide, nitrogen dioxide,
oxidant, dust, lead, ammonia, hydrogen sulfide and hydrocarbon. We
strictly comply with all applicable emission standards and regulations,
such as Government Regulation No. 41/1999 on Air Pollution Control.
The odor produced in the course of accumulation of wet fuel is prevented
by installation of roof above the fuel stock feed. A dry storing condition is
secured. In addition, we ensure complete combustion of fuel to avoid the
occurrence of black smoke.

WASTEWATER MANAGEMENT

Effluent quality is considered of prime importance. For our wastewater
treatment operations, an exhaustive “Service Commitment Policy” is
formulated to standardize the procedure and process of quality inspection.
We strictly abide by applicable local laws and regulations, including but not
limited to Integrated Wastewater Discharge Standard, Discharge Standard
of Pollutants for Municipal Wastewater Treatment Plants ({3 $8;57K Bz 32
RS A IZ ) (GB18918-2002) Class 1-A and Class 1-B discharge
standard. Treated sewage meeting the Class 1-A discharge standard
of GB18918-2002 would be discharged into the key water basins
determined by the state and the provincial government or any closed and
semi-closed water bodies such as lake and reservoirs.

For our biomass power generation in Jambi, we own a Waste Water
Treatment Plant (WWTP) to treat and handle non-hazardous wastewater
generated during the production process. We strictly comply with
Government Regulation No. 82/2001 on management of water quality and
control over water pollution. Wastewater analysis is conducted regularly
with parameters including Total Suspended Solid (TSS), pH, Iron, Copper,
Zinc, Chromium, Free Chlorine, Phosphate. For domestic wastewater, it
will be collected and treated in septic tank.

ELL ENVIRONMENTAL HOLDINGS LIMITED 2017 Annual Report
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WASTE MANAGEMENT

We have established strict waste management system to ensure the
proper management and handling of waste materials generated in our
operations. We also take effective measures to reduce the amount of
wastes and dispose of them properly.

SLUDGE TREATMENT

For sludge generated from sewage treatment and water treatment
process, we develop the management approach and protocol to handle
sludge disposal and prevent secondary pollution caused by improper
disposal of sludge. By installing sludge drying machine, we handle sludge
properly and make sure the sludge is dewatered before disposal so as to
relieve the pressure on landfill. Meanwhile, we store the sludge temporarily
in accordance with the Standard for Pollution Control on Hazardous
Waste Storage (/B EEMETTF 5 R IEHIIZ % )GB18597-2001). To ensure
safe treatment and disposal, we have employed third-party contractors
with relevant licenses granted by the government to collect treated sludge
after moisture removal. Some of the sludge may further be used for brick
production.

HAZARDOUS & NON-HAZARDOUS WASTE TREATMENT

For solid waste generated by our wastewater treatment operations, we
strictly abide by the national standards and apply appropriate treatment
accordingly. For disposal of hazardous waste of our palm kernel oil
mill, we strictly abide by the Government Regulation of the Republic of
Indonesia (No. 18 of 1999) on Waste Management of hazardous and toxic
materials. We have been granted the Temporary Hazardous Waste and
Toxic Material Storage License for storing hazardous waste.

Regarding the residue resulting from laboratory analysis, we handle the
residue in accordance with principle of General Requirements for the
Competence of Testing and Calibration Laboratories (ISO 17025) and
place it in special location. It is then transported by the third party who
owns the Environment Minister Permit for further disposal.

BRI HERERERS
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NOISE MANAGEMENT

With the noise generated during operation, we have implemented different
mitigation measures to ensure compliance within the limit of the Emission
Standard for Industrial Enterprises Noise at Boundary (GB12348-2008)
and Decree of the State Minister for Environment of the Republic of
Indonesia concerning Noise Level Standards (KEP48/MENLH/11/1996),
for example, purchasing advanced quieter equipment and implementing
construction noise barrier and silencer.

To safeguard the living environment of the neighborhood, we deliberately
planted bamboo along the entrance of palm kernel oil mill, leading to a
noise shielding and greenery effect. Besides, we muffle equipment that
produces loud noise by placing them indoor to reduce noise impact to
the surroundings. Rubber dampers are also installed on the sideline of
windows and doors to lower the noise leakage. With integrated effort,
we aim to reduce any disruption and discomfort caused by the operation
noise sourced from the plants and traffic of vehicle fleet. All noise is within
normal operation limits.

Case Study — Nurturing Environmental Awareness

REEE

HREERERAELENRE  BRME
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PR BRI A R M AT F - A
IE 7 R IR 2 I A R AR L RRE o EAh - 3R
PBEBRELERRBORBREEAN
ABRRRR R EE - (MR DB AR IR
MBRETZE - HATRFIEERLE
BRE:S  WRLRBEE - BBZT
Mg RAEERLD THRARERRRE
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o FTERBIYERNIEREER G &EE
ZA e

REIFE — BERREE

To nurture employees’ awareness of environmental protection, the Group implements different measures to promote
green business culture, such as sharing and dissemination of green tips. The Group also encourages using phone
conference and paperless office hence, greatly reducing emissions caused by travelling and optimizing operational
efficiency.

RTEEREENERRER  AEEEHRIRNEMRMEFZEREXE © LIS ZRERZEIETR - NEEITRSE
EABFESENEERDE - WMARMD ZHRATEKEERUA R B ERE -
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RESOURCE UTILIZATION AND MITIGATION MEASURES

In our operations, GHG emissions were mainly from energy consumption.
Throughout the year, the Group continued to reduce its GHG emissions
and improve resource utilization by implementing management practices
in the following aspects:

FUEL REDUCTION

Select unleaded and low sulfur-content gasoline as use of fuel

Prohibit idling of motor vehicle engines in the factories

ENERGY REDUCTION

Set the air conditioning systems at 25°C

Switch off all air-conditioning, lights and electrical appliances during
non-office hour

Purchase the electrical appliances with energy efficiency labels
when necessary

Optimize the automatic system of high capacity machinery

Utilize self-produced biomass power to sustain the operation of our
palm kernel oil mill

PAPER REDUCTION

Encourage the use of recycled paper for printing and copying

Place paper recycling bins at office and classify them into single-
sided paper and double-side printed paper

Promote the use of electronic document

Encourage employees to bring their own cups and avoid the use of
disposable paper cups

WATER CONSUMPTION REDUCTION

In accordance with our water saving policy, we have implemented a variety
of measures for water conservation:

Adopt the production method and equipment which can save
water efficiently

Check water consumption regularly

Place water-saving labels around the office and the plants

Use recycled water for planting and washing machine

For the sake of water saving, water recycling is adopted in our biomass
power generation plant. A large amount of water is needed for cooling
the turbines during power plant operation. Cooling tower system is
incorporated into the electricity generation system so as to cool the
turbines and allow hot water returning back to the cooling tower. Quality of
the condensed water should meet the prescribed requirements to ensure
the system to operate swiftly and efficiently, by conducting monitoring on
condensed water on a daily basis, with analysis parameters including pH,
total dissolved solids (TDS), total alkalinity, total hardness and turbidity.

BRiE  HERERRE

WiFF A RR RIS

BERBHFREZRAHMEZT G
ROERE - XEE > AEBEFEBEBAT
THOERER EERDREEREH
TRA N B & B R F

R
° EEEGBSMERNTHIER
BREHE A

. BIETHRAN ARSI EEE

. RZERRESGRER25T

e REBAEE BEFAHZ
B REREE

. RUEHBEESHLZENE
=

BlERTERMEBLRR
MABENEYEEEES{TH
P B =8

D A

. S B R B AT EAE £
. R AERERREKE  RE

AR GR S B ENRI AR aRET T O 4R
. RIBEMEFXIE

. TEIEEBBEMN T BRFER—
IR

A K

BEZRMNEKEEK  BfcEREEE

BR7KEEE -

. KA AEREKNEERER
B

. E MRS AKE
. IR E R TR AR
. K B RERK R RORE S R

RTEK BANEMEEERMEKABE
IRAAK ° ?é%%%‘@LEEP%EQFHK
%7J<}’i\§ﬂ)ﬁ$ﬁ° FRGR R AN
25 AR AR A RS EOKFAER
ZRAE e REKNEEREINHTEE
o NBREAFARBIEE - KT
EMA BREK BB HBERR
B #BARERTDS) - BRE - RIEE
LA&/%%E

BERRERAERAA —T—LFFH

27



28

Environmental, Social and Governance Report
R - HERERBRE

WASTE REDUCTION

We collect and classify solid wastes into hazardous waste and general
household garbage. For hazardous waste, we consider recycling before
sending them to the qualified hazardous wastes vendor for proper
treatment. For household garbage, we encourage 3Rs (reuse, reduce &
recycle) to reduce the amount of garbage. By implementing the scheme of
source separation, we can promote waste recycling in an easier way, while
non-recyclable items are transferred to sanitation department for further
treatment. Besides, in compliance with Law of the Republic of Indonesia
on Waste Management, the household garbage is further separated into
organic and inorganic waste. The separated wastes are then transferred to
disposal or integrated Waste Treatment Plant. The organic waste will then
be used as soil fertilizer.

For waste generated from biomass power generation plant, they are
pressed into block and delivered together with pulp of palm oil to third
party for further utilization as animal feed. For its construction waste, we
employ a qualified collector to handle the construction waste cleanup
at the project site. Upon land clearing completion, yard greening and
landscaping will be carried out.

GREEN PROCUREMENT

Green procurement is promoted within the Group. We take initiatives to
purchase products that cause minimal adverse environmental impacts,
and introduce sustainability criteria such as energy and water efficiency
for purchasing goods. Suppliers are encouraged to reduce the use of
packaging materials. We will continuously engage with suppliers to
appraise the sustainability of goods supplied.
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CARING FOR OUR PEOPLE

We believe that employees are the driving force to achieve our vision
and mission. As such, we have incorporated the concepts of people-
orientation into our human capital management. Through structuring
a complete benefits system, providing comprehensive professional
training and offering fulfilling career paths, we have created a pleasant

BRI HERERERS

MERET

HFIHRE  BERERRMES RE®
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ENEMNEAS - REEZEAFXEIIN
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working environment with good working atmosphere and allow them the
opportunity to grow with the Group.

STAFF OVERVIEW

As of 31 December 2017, we had a total of 220 employees. Detailed &l
classifications are as follows: =

By gender
gzl k|

B Male B m Female 22t

By age
RERDE
s 2% 1

28%
H <20 m 21-30 31-40 W 41-50
205A TN 21-305% 31-405% 41-505%

B 51-60 >60
51-60%%  60mKLA L

B BAABTITEFEN TIFRER -
FEMPIR RO TIERES - REFIA
BEEASE—FRKROKE -

BE%
zs oS —
=
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HIEMT220%1EE - HADBRMT :

By employment category
REXER 28

o
3% 6%

91%

Senior Management
BRERE

[ Middle Management
HAREERE

M General and technical staff
—REERMAR

By location

RiLES H

B China
[ Indonesia ENfE
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RECRUITING AND MAINTAINING TALENTS

With a view to developing a diversified workforce, we follow the principle
of fairness and justice to provide equal opportunities to employees and
potential candidates by taking competence, experience, knowledge and
qualification into consideration regardless of their age, sex, marital status,
family status, race, nationality, religion or sexual orientation.

We strictly adhere to the Labour Law of the People’s Republic of China,
the Labour Contract Law of the People’s Republic of China, Indonesian
Labour Law (Act 13 of 2003) and other applicable local laws for protection
of the rights, interests, benefits and welfare of our employees. Our
employee handbook outlines the standard working hours, paid leaves, rest
periods and dismissal policy in protection of the rights of our employees.
We ensure all statutory social security contributions are paid in full and on
time in compliance with the social security scheme. We provide pension,
medical, unemployment, maternity, work-related injury insurance and
housing provident fund to employees in China. Meanwhile, we provide
pension, health insurance, work-related injury insurance and termination
compensation to employees in Indonesia.

We endeavor to offer a competitive remuneration package to our people.
Apart from basic salary, we also provide additional allowances to our
employees in China, such as overtime work allowance, communication
allowance, medical allowance, meal allowance and discretionary bonus.
For employees in Indonesia, we provide them with overtime work
allowance, religious holiday allowances and mourning allowance. We
assess and review the performance of our employees with the aid of our
comprehensive performance appraisal system. Results of the performance
appraisal will be basis for employee promotion and salary adjustment.
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Case Study — Sport Activities

We encourage a healthy work-life balance by regularly organizing
recreational activities for employees. Our biomass power plant in
Indonesia, for example, has held multiple badminton games during
weekdays and mini-football activity on weekends during the Reporting
Period.

Our biomass power generation plant in Indonesia has introduced an
incentive program in order to reward employees for making contributions,
for example, achieving production or safety target, maintaining discipline at
work and complying with work procedures. We have carried out a “Rehiring
of Retiree” scheme in our wastewater treatment plants since 2016.
Through this scheme, re-employed veteran staff can share their valuable
expertise and experience and receive rehired wage and pension in return.
This further enhances the sense of belonging of our employees and allows
existing employees to learn from multiple perspectives.

TRAINING AND DEVELOPMENT

We believe our sustainable growth is largely derived from the continuous
development of our workforce. We place a great emphasis on career
development of talents and are dedicated to providing our employees with
abundant opportunities for career development. To equip our staff with
the professional skills and knowledge, we provide a range of training, both
internally and externally. Some of our training courses offered during the
Reporting Period included:

° Supervisory control and data acquisition (SCADA) training
° Boiler training

° Sludge handling and analysis

° laboratory analysis

° Site inspection

o Safety training
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Percentage of employees trained
by gender
RERESNZIEER D

20%

80%

B Male
pegs Bt

[ Female

In our wastewater treatment facilities, we introduce mentorship program
and employ qualified third party to provide external trainings, so that our
employees can gain practical experience from industry specialists and
enhance their operational skills. Staff exchange forum is held to encourage
knowledge and experience sharing among staff from various departments.
Hence, it further cultivates a stronger sense of belonging and boosts
enterprise development.

LABOR PRACTICE

In strict accordance with applicable local laws and regulations, we adopt
a zero-tolerance approach to unethical labour practice including but not
limited to child labor and forced labor. During the Reporting Period, we
did not identify any issue related to child labor or forced labor within the
Group.
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HEALTH AND SAFETY

Ensuring health and safety of our employees is one of our prime
responsibilities. We are committed to reducing potential safety and health
risks in the workplace of employees and adhering to the principle of
“safety first, prevention emphasized” to provide employees with a safe
workplace equipped with a full range of safety supplies in production. We
strictly abide by the Government Regulation No. 50 of 2012 regarding the
implementation of Occupational Safety and Health Management System
for our biomass power generation business in Indonesia while in China,
we strictly comply with applicable national laws and regulations, including
but not limited to Fire Protection Law and Regulations on the Safety
Administration of Dangerous Chemicals.

We aim to offer and maintain a safe and healthy working environment for
employees to protect them from work-related accidents or injuries. We are
committed to achieving this goal by implementing the measures including
but not limited to:

° Provide and maintain a working environment which is safe and
poses no threat to health

° Provide sufficient first-aid kits and personal protective equipment at
workplaces

° Offer occupational health and safety trainings to employees
internally

o Prohibit smoking in all enclosed areas within our offices without
exception

° Provide every employee with medical insurance coverage

° Provide every employee with body check annually

° Carry out emergency drills and safety exercises periodically

° Perform regular checking and maintenance of machines, equipment
and fire extinguishers

° Prepare emergency preparedness plans in China covering a wide

range of situations, such as fire and chemical leakage

We have established the Occupational Safety and Health Management
System in order to create a safe, efficient and productive workplace in
our biomass power generation plant. We have formed a fire fighting team
to ensure the coordination in preventing fire or accidents. All employees
should notify their superiors immediately of any case that may contribute
to fire accident or other emergency incidents.
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For our wastewater treatment facilities in China, we have established
a safety management system of three levels. Under the system, the
management of the safety division is responsible for setting the guidance
for health and safety matters while safety officers of each departments
and teams will act as supervisors and executors correspondingly, devoted
to implementing safety measures and extirpating latent dangers. All
employees are required to report accidents, injuries, and unsafe conditions
to their supervisors. To enhance the safety awareness among employees,
we conduct safety meetings, emergency dills and safety trainings
regularly so that they are familiar with the management requirements and
operational procedures. All employees are required to attend safety and
technical training and pass the assessment before work. Thus, it helps to
augment their emergency preparedness and enhances the cooperation
among different teams in various conditions. The management will
subsequently assess the effectiveness of those emergency drills and
exercises.

GIVING BACK TO COMMUNITY

As a responsible corporate citizen, the Group strives to ensure business
continuity at the same time as it addresses the needs of the local
community where we operate in.

To bring our love and care for children in need, we held a breakfast
sharing activity with orphans in Jambi. We also contributed to the local
communities by helping them in maintenance and construction of road
and well. In this way, we are able to maintain strong ties with the local
communities.

In recognition of our continuous commitment to serve the community,
we are proud to announce that the Group was awarded the Corporate
Social Responsibility Award by the Mayor of Jambi. We encourage
our employees to give back to society through donations, volunteering
activities and fundraising work.
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HKEX ESG GUIDE CONTENT INDEX BXF(IRR - e REREREE
5DABRSI

Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

FTEHE  EFEH —REERBREIEE EH HEAR

A. Environmental

A BB

Aspect A1: Emissions

[EE A1 : B

General Disclosure Safeguarding Our Environment 22-28
—MRIKER RERE

Information on:

BREBERIEERBHW - MKEIOEE5 - BER
BEEZVHELSHN

(a) the policies; and

@ B%E : &

(b) compliance with relevant laws and regulations that

have a significant impact on the issuer relating to air and
greenhouse gas emissions, discharges into water and land,
and generation of hazardous and non-hazardous waste.

(b) BTHBEITABEARE ZHEED MARD

BYER) -

KPI' A1.1 The types of emissions and respective Key Environmental Figures 22-23
B A RUE R emissions data. FSIRIZEUR

Al.1 HERU RS AR B -

KPI A1.2 Greenhouse gas emissions in total and | Key Environmental Figures 22-23
AR EBIER where appropriate, intensity. RIS E

Al.2 BERBEENER(ER)TE -

KPI'A1.3 Total hazardous waste produced and Key Environmental Figures 22-23
R A WUIER where appropriate, intensity. SRR B

A1.3 PMELEEREEMEER (WEM)

KPI A1.4 Total non-hazardous waste produced Key Environmental Figures 22-23
BAREBIER and where appropriate, intensity. BRIRIEEE

Al.4 FMELERZEEDES R (WER)
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Subject Areas, Aspects, General Disclosure and KPIs

FTRHEE - BH - —REBERBRENER

Chapter/Disclosure
BEHHEAR

A. Environmental

A RIR
Aspect A1: Emissions
BEAT - BBy
KPI A1.5 Description of measures to mitigate Safeguarding Our Environment 22-28
A BIEIR emissions and results achieved. RERIE
A15 ORI E O N PRISARR -
KPI'A1.6 Description of how hazardous and Safeguarding Our Environment 22-28
R EBIEIR non-hazardous wastes are handled, RERIE
A1.6 reduction initiatives and results
achieved.
MO EEREENEEREEZEDMNT
% REES SRR R AER -
Aspect A2: Use of Resources
BEA2: EFRFER
General Disclosure Safeguarding Our Environment 22-28
— MR ER RERE
Policies on the efficient use of resources, including energy,
water and other raw materials.
ERERER(BIEER - KREMEME) BBUR -
Note: Resources may be used in production, in storage,
transportation, in buildings, electronic equipment, etc.
g BERAARAEE  #F BB BF EFR
=g
KPI A2.1 Direct and/or indirect energy Key Environmental Figures 22-23
BB IR consumption by type in total and FRIRIEEE
A2.1 intensity.
RERAESMEER SEEER
KPI'A2.2 Water consumption in total and Key Environmental Figures 22-23
FAR A IR IR intensity. FASRIRIE R
A2.2 BRKERRE -
KPI A2.3 Description of energy use efficiency Safeguarding Our Environment 22-23
B SR A IR IR initiatives and results achieved. RAERIE
A2.3 AL IR AR B R PTSACR -
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Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

FTEEHE  EH —REERBREREE Efi, HEASR
A. Environmental
A RE

Aspect A2: Use of Resources

EEA2: ERER

KPI A2.4 Description of whether there is any Safeguarding Our Environment 22-28
AR AR IR issue in sourcing water that is fit for RERR
A2.4 purpose, water efficiency initiatives and

results achieved.
3t SR ERE B KR _E AT B 1A [
B AR RS B R ATE

PR
KPI A2.5 Total packaging material used for Key Environmental Figures 22-23
R SR AR IR finished products, and if applicable, FRIRIREUR
A2.5 with reference to per unit produced.

AR BEMEEE R (10
BR) BEESBMIEE -

Aspect A3: The Environment and Natural Resources
BEA3 : RIERRXAEIR

General Disclosure Safeguarding Our Environment 22-28
—MRBEE RERE

Policies on minimising the issuer’s significant impact on the
environment and natural resources.

BEBETAHRBERRAREREREAFENBRK -

KPI A3.1 Description of the significant impacts Safeguarding Our Environment 22-28
8 52 48 IR IS of activities on the environment and IREIRR
A3.1 natural resources and the actions taken

to manage them.

R XS EBERE R RAEIRD
BEAXENCRIEERBAZEN
178 -
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Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

TEHR  EH —REERBREXER EHBEAR
B. Social
B. &

Employment and Labour Practices
EBRSE T EHR

Aspect B1: Employment
EmEB1 : &R

General Disclosure Caring for Our people 29-32
R WMEET

Information on:

BRI ERE  BEREA  LERE - REY - 7%
e Zalt - REARUREMFS KEF

(a) the policies; and

(@) BUK - &

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

(b) BTHEBEITABBERTENRRERLAD

BV E R} o
KPI B1.1 Total workforce by gender, employment | Staff Overview 29
B SR A IR IR type, age group and geographical BEME
B1.1 region.
IR EREE - FEAER K
BESHEE RS -
KPI B1.2 Employee turnover rate by gender, age | Not disclosed during the Reporting N/A
S AEBUERR group and geographical region. Period TEmA
B1.2 RMR - FhAl R K@ S5 e R RS BB TR ER
BImAKLLE -
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Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

TEEE  BEH -  —REERBRENER B,/ HBERE
B. Social

B. 8

Employment and Labour Practices

1EBR S T EH

Aspect B2: Health and Safety
[BEB2: @EEZE

General Disclosure Health and Safety 33-34
—fRRIETE fEERERZ 2

Information on:
EHARHUZ2TERERREREEREBELEEN

(a) the policies; and

(@ B &

(b) compliance with relevant laws and regulations that have
a significant impact on the issuer relating to providing a
safe working environment and protecting employees from
occupational hazards.

(b) B THEITABEAZENREER MRS

BB R} o
KPI B2.1 Number and rate of work-related Not disclosed during the Reporting N/A
R B4R IR AR fatalities. Period TNE A
B2.1 ETEREME T AB KL E - PR B B TN R AR
KPI B2.2 Lost days due to work injury. Not disclosed during the Reporting N/A
B B4R IR R RIEEEATIERE - Period i A
B2.2 RIS M TR
KPI B2.3 Description of occupational health and | Health and Safety 33-34
R A RUER safety measures adopted, how they are | f#EHZ 2
B2.3 implemented and monitored.
H PR B EREERRERT2E
B - ARAERARIT REERTA -
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Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

TEHE  BH - - —REERBERENER B,/ KBRS
B. Social

B. &

Employment and Labour Practices

EBRSE T EHR

Aspect B3: Development and Training
fEEBS3 : #REREI

General Disclosure Training and Development 31-32
— AR FE B R R

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.
AR REBITIIERE AH R REEMEER « it
EINEE -

KPI B3.1 The percentage of employees trained Training and Development 31-32
A BIER by gender and employee category. BF| R EE
B3.1 RERREBERESHZIES

Bkt e
KPI B3.2 The average training hours completed Not disclosed during the Reporting N/A
B3 A IR R per employee by gender and employee | Period TEMA
B3.2 category. R E AR TR

RUERKESRERES  BRESR

TR AIE) TR

Aspect B4: Labour Standards

EEB4 : &T#A|
General Disclosure Labor Practice 32
—PRHEE L TIEH

Information on:

BN EE T4 Ta

(a) the policies; and

(@) BUEK « &

(b) compliance with relevant laws and regulations that have
a significant impact on the issuer relating to preventing child
and forced labour.

(o) BTHEITABEATEERER AP

BE K o
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Subject Areas, Aspects, General Disclosure and KPIs

TEESR - - EH —REERBEEVER
B. Social
B. &

BRI HERERERS

Chapter/Disclosure

BE/ REAR

Employment and Labour Practices
1EBR S T EH

Aspect B4: Labour Standards
[EEB4 : & TEH|

KPI B4.1 Description of measures to review Not disclosed during the Reporting N/A
FAREBIER employment practices to avoid child Period E A
B4.1 and forced labour. i S L

it BB E N EEIAR R E

TR T -
KPI B4.2 Description of steps taken to eliminate | Not disclosed during the Reporting N/A
B A WUE R such practices when discovered. Period TEMA
B4.2 IR EERER B ER BB PR E BB R ER

SUPTERER ) P8R -
Operating Practices
17
Aspect B5: Supply Chain Management
[EHEB5 : ftEREE
General Disclosure Supply Chain Management 20-21
—MRBEER HresEE I
Policies on managing environmental and social risks of the
supply chain.
EIRHERAIRIE A g AR
KPI B5.1 Number of suppliers by geographical Supply Chain Management 20-21
R A RUEIR region. HEEE R
B5.1 =i m B D H R B o
KPI B5.2 Description of practices relating Not disclosed during the Reporting N/A
BB RBUERR to engaging suppliers, number of Period TEMA
B5.2 suppliers where the practices are REHRE TR E

being implemented, how they are

implemented and monitored.

AR AHEERNED - mE

WITEBEMNNHEREE - UK

BREEHHITRERTEA -

BRBRERERAT —T—LFFH
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Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

TEHE  BH - - —REERBERENER B,/ KBRS
B. Social

B. &

Employment and Labour Practices

IEBRE T E4H

Aspect B6: Product Responsibility
[EEB6 : EmEE

General Disclosure Creating Green Fortune 18-19
— R Bl R
Information on:
FEAMRHERNRENRERERZS BE  RELL
BEEARBR A ER -
(a) the policies; and
@Bx: &
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer relating to health and safety,
advertising, labelling and privacy matters relating to products
and services provided and methods of redress.
(o) BFEEITABERZENRBERE R
HE R}
KPI B6.1 Percentage of total products sold or Not disclosed during the Reporting N/A
B3R E IR R shipped subject to recalls for safety and | Period TEMA
B6.1 health reasons. R EHARE TR
E%&Eiiﬁﬁu%@%{qﬂ -§7£\*Eji
fERIE M AR K B 5
KPI B6.2 Number of products and service related | Not disclosed during the Reporting N/A
BB IER complaints received and how they are | Period N3 R
B6.2 dealt with. RS B E TR
BRI E mn MR TS VIR BB A
NEE 770% -
KPI B6.3 Description of practices relating to Not disclosed during the Reporting N/A
FR A IR R observing and protecting intellectual Period iEMA
B6.3 property rights. RS R T~ &
i it B A o N AR FE A E R B A
&l -
KPI B6.4 Description of quality assurance Not disclosed during the Reporting N/A
B A IR process and recall procedures. Period NEMA
B6.4 S ST RTE REmBIYIET © RS BRI T 5
KPI B6.5 Description of consumer data Not disclosed during the Reporting N/A
B BIEIR protection and privacy policies, how Period T EA
B6.5 they are implemented and monitored. R ERRE TR
fOE B & B RHRE RALBECR
AR ABRARIT SR BE R 7% ©
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Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

TEEE  BEH -  —REERBRENER B,/ HBERE
B. Social

B. 8

Employment and Labour Practices

1EBR S T EH

Aspect B7: Anti-corruption
BEB7: RES

General Disclosure Ethical Culture 20
—BHE BEXL

Information on:

BEEPIEFRES - B1R - BEFREREM ¢

(a) the policies; and

(@ B &

(b) compliance with relevant laws and regulations that have a
significant impact on the issuer relating to bribery, extortion,
fraud and money laundering.

(b) BTH BT ABEAZENREER NS

AR o
KPI B7.1 Number of concluded legal cases Ethical Culture 20
AR EBUER regarding corrupt practices brought BEfEXt
B7.1 against the issuer or its employees

during the reporting period and the

outcomes of the cases.

RIERBAKBITASEESIRD

WEBENESHARGHEE &

FFAARER o
KPI B7.2 Description of preventive measures and | Not disclosed during the Reporting N/A
BAREBIER whistle-blowing procedures, how they | Period NE A
B7.2 are implemented and monitored. R E AR E TR E

P e R R W2 - AKRAE

BRITRER A

BEBRERARAE —Z—LFFR
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Subject Areas, Aspects, General Disclosure and KPIs Chapter/Disclosure

TEHE  BH - - —REERBERENER B,/ KBRS
B. Social

B. &

Employment and Labour Practices

EBRSE T EHR

Aspect B8: Community Investment
[EEBS8 : #HEIRE

General Disclosure Giving Back to Community 34
—ARIEE Bl g8 4t (@

Policies on community engagement to understand the
needs of the communities where the issuer operates and to
ensure its activities take into consideration the communities’
interests.

BN RSER TREEMELETENBREES
EBEE R R EHABUR

KPI B8.1 Focus areas of contribution. Not disclosed during the Reporting N/A

B BEAE R R EIEREE - Period TEA
B8.1 AR E B N EE

KPI B8.2 Resources contributed to the focus Not disclosed during the Reporting N/A
B3R A R IR area. Period iE A
B8.2 EEIHBEMBAER - RS BRI AR ER
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Directors’ and Senior Management’s Biographical Details

Mr. Chau On Ta Yuen

Mr. Chau On Ta Yuen, aged 70, was appointed as a Director of the
Company on 18 March 2014 and was re-designated as the chairman of
the Board and an executive Director of the Company on 5 September
2014. He has been the chairman of the nomination committee of the
Board (the “Nomination Committee”) since 5 September 2014. Mr.
Chau also holds directorships in certain subsidiaries of the Company and
is mainly responsible for business development and strategic formulation
of the Group. He joined the Group in December 2002 as a director of
Everbest Water Treatment Development Company Limited (“Everbest”),
an indirect wholly-owned subsidiary of the Company. Mr. Chau is a
director of and owns 90% of the issued shares in Wealthy Sea Holdings
Limited (“Wealthy Sea”), a substantial shareholder of the Company.

Mr. Chau obtained a bachelor’s degree in Chinese language and literature
from Xiamen University (B 9 X 2) in the PRC in August 1968. He is
currently a member of the 12th National Committee of the Chinese
People’s Political Consultative Conference (F Bl A R BUA I B € :%), a
deputy officer of the Social and Legal Affairs Committee of the Chinese
People’s Political Consultative Conference (& B B # - & % %l & 8
@) and the vice chairman and the secretary-general of the 10th board
of directors of the Hong Kong Federation of Fujian Associations (& /& &
#2 4t B Bt =), Mr. Chau was awarded the Bronze Bauhinia Star and the
Silver Bauhinia Star by the Hong Kong government in 2010 and 2016,
respectively.
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EEREREEEZBABE

Mr. Chau has held directorships in various companies listed on the Stock
Exchange. Mr. Chau was the chairman and an executive director of China
Ocean Industry Group Limited (stock code: 651) from September 2007
and has ceased to be the chairman and has been re-designated as a
non-executive director and appointed as the honorary chairman since
June 2015. Mr. Chau has also been appointed as an independent non-
executive director of Redco Properties Group Limited (stock code: 1622),
Come Sure Group (Holdings) Limited (stock code: 794), Good Resources
Holdings Limited (stock code: 109) and Hua Long Jin Kong Company
Limited (stock code: 1682) since January 2014, February 2009, July 2007
and September 2017, respectively. Mr. Chau had also been an executive
director of Rosan Resources Holdings Limited (stock code: 578) from
March 2000 to November 2006, an independent non-executive director of
Hao Wen Holdings Limited (stock code: 8019) from June 2003 to August
2009, GR Properties Limited (stock code: 108) from December 2008 to
September 2010 and Leyou Technologies Holdings Limited (stock code:
1089) from December 2010 to May 2016. Mr. Chau is the father of Mr.
Chau Chi Yan Benny, a non-executive Director of the Company.

Mr. Chan Kwan

Mr. Chan Kwan, aged 35, was appointed as a Director of the Company
on 25 February 2014 and was re-designated as an executive Director and
the chief executive officer of the Company on 5 September 2014. He has
been a member of the Nomination Committee since 5 September 2014.
Mr. Chan also holds directorships in certain subsidiaries of the Company
and is mainly responsible for all major affairs of the Group, including
project construction and operation, business development, marketing and
formulation of strategies. Mr. Chan joined the Group in March 2007 as a
director of Everbest. Prior to joining the Group, Mr. Chan was a database
administrator at Panda Restaurant Group, Inc. in Los Angeles, the United
States, from February 2005 to December 2006.
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Mr. Chan obtained a bachelor’'s degree in science from the lowa State
University of Science and Technology in the United States in December
2004. He is a member of the 12th Fujian Province Committee of the
Chinese People’s Political Consultative Conference (FF Bl A B B3A 17 78
SHEBEABZLEE), a standing committee member of the 10th board of
directors of the Hong Kong Federation of Fujian Associations (& t& 24t
i), the chief supervisor of the 10th Hong Kong Minxi Association Ltd.
(EEEABE), the vice-president of the 11th Supervision Committee of
Lung Yen Residents Association of Hong Kong Limited (F& & R4 S),
and the president of the 2nd Hong Kong Federation of Overseas Chinese
Youth Committee (B BZEZEE A4 E). Mr. Chan is the elder brother of Mr.
Chan Pak Lam Brian, a non-executive Director of the Company.

Mr. Chan is the sole director of and holds a 20% shareholding interest in
Everbest Environmental Investment Limited (‘Everbest Environmental”),
a controlling shareholder of the Company. Mr. Chan also owns 25% of the
issued shares in Kingdrive Limited (“Kingdrive”). Kingdrive owned all the
issued shares in Carlton Asia Limited which owns approximately 1.41% of
the issued shares of the Company.

Mr. Radius Suhendra

Mr. Radius Suhendra, aged 44, was appointed as an executive Director of
the Company on 21 October 2016. Mr. Suhendra is mainly responsible for
all major affairs of an Indonesia-incorporated subsidiary of the Company,
which was acquired by the Group in late 2016. He has been overseeing
the construction and operation of the palm kernel oil mill and the ancillary
biomass power plants in that subsidiary.

He obtained a bachelor’s degree in business administration from Ohio
State University, the United States in 1996. He has 15 years of experience
in managing businesses in heavy industries in Asia, including 7 years in
managing ferrous trading business of a ferrous alloy trading firm between
1998 and 2005 in Singapore. From 2006 to 2010, Mr. Suhendra was the
president director of PT. Indoferro which operates blast furnace producing
nickel pig iron in Indonesia.
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Mr. Chan Pak Lam Brian

Mr. Chan Pak Lam Brian, aged 29, was appointed as a Director of the
Company on 18 March 2014 and was re-designated as a non-executive
Director of the Company on 5 September 2014. He has been a member
of the remuneration committee of the Board (the “Remuneration
Committee”) since 5 September 2014. Mr. Chan obtained a bachelor’s
degree in communication from Purdue University in the United States in
May 2011. Since March 2013, Mr. Chan has been working as marketing
and sales director at PT. Indoferro. He has been involved in the business of
the Group since September 2012 when he was appointed as a director of
Exuberant Legacy Holdings Ltd. (“Exuberant”), a company incorporated
in Hong Kong, which was intended by the then shareholders of Everbest
Environmental to be used as the holding company for the purpose of the
listing of the Group. While serving as a director of Exuberant, Mr. Chan
was involved in exploring business opportunities in the environmental-
related industry within the larger Asia region and was also responsible for
the setting up and maintenance of the Company'’s information technology
system. Mr. Chan continued to be involved in the Group’s business after
he had been appointed as a Director on 18 March 2014. Mr. Chan is the
younger brother of Mr. Chan Kwan, an executive Director and the chief
executive officer of the Company.

Mr. Chau Chi Yan Benny

Mr. Chau Chi Yan Benny, aged 36, was appointed as a Director of the
Company on 18 March 2014 and was re-designated as a non-executive
Director of the Company on 5 September 2014. He has been a member
of the audit committee of the Board (the “Audit Committee”) since 5
September 2014 and also holds directorships in certain subsidiaries of the
Company.

Prior to joining the Group, Mr. Chau worked as an international trade
department manager of China Ocean Shipbuilding Industry Group Limited
from February 2011 to August 2013 and a business adviser at Vodafone
Ltd. in the United Kingdom (the “UK”) from November 2005 to September
2008.

Mr. Chau was a consultant of Convoy Financial Services Limited from
August 2012 to June 2017. He obtained a bachelor’s degree in arts from
Manchester Metropolitan University in the UK in September 2005. He is
also registered as a technical representative of the Professional Insurance
Brokers Association. Mr. Chau is (i) the son of Mr. Chau On Ta Yuen, an
executive Director of the Company and the chairman of the Board and (ii)
a director of Wealthy Sea, a substantial shareholder of the Company.
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Ms. Ng Chung Yan Linda

Ms. Ng Chung Yan Linda, aged 42, was appointed as an independent
non-executive Director of the Company on 5 September 2014. She has
been the chairman of the Audit Committee and a member of each of
the Remuneration Committee and the Nomination Committee since 5
September 2014.

Ms. Ng has been a director of Linda C.Y. Ng (CPA) Limited, previously
known as Tseung & Ng (CPA) Limited since April 2012, prior to which
she was the sole proprietor of Linda C.Y. Ng & Co., an accounting firm,
from January 2008 to April 2013. Ms. Ng has also been a director of
Futurelink Limited since February 2004. She has been a part-time lecturer
in the School of Continuing and Professional Education of City University
of Hong Kong since October 2015 and a part-time lecturer at HKCA
Learning Media Limited since August 2010, and was a part-time lecturer
at Accountancy Training Company (International) Limited from September
2007 to April 2010. She is the author of “Financial Reporting in Hong
Kong: SME Edition 2015/16” published in December 2015 and “Practical
Guide to Financial Reporting Standards in Hong Kong” published by CCH
Hong Kong Limited since September 2013. She was a director of Learning
Is Fun Association Limited from June 2007 to June 2012. Ms. Ng was a
staff accountant at Ernst & Young from September 2000 to September
2001, and was promoted to senior accountant in October 2001 until she
left that firm in October 2002.

Ms. Ng obtained a master’s degree in professional accounting from the
Hong Kong Polytechnic University in October 2009 and a bachelor’s
degree in business administration from Hong Kong University of Science
and Technology in November 1997. She has been a certified professional
forensic accountant of The Institute of Certified Forensic Accountants
since September 2011, a certified tax adviser and an associate of the
Taxation Institute of Hong Kong since September 2010, a fellow of the
Association of Chartered Certified Accountants in the UK since October
2005 and a practicing member of Hong Kong Institute of Certified Public
Accountants since January 2005.
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Mr. Ng Man Kung

Mr. Ng Man Kung, aged 66, was appointed as an independent non-
executive Director of the Company on 5 September 2014. He has been
the chairman of the Remuneration Committee and a member of each of
the Audit Committee and the Nomination Committee since 5 September
2014,

Mr. Ng was a business consultant of China Orient Asset Management
(International) Holding Limited, a company principally engaged in
investment, from January 2014 to April 2015. He worked at Chiyu Banking
Corporation Ltd. from July 1969 to December 2012 and was a chief
executive from April 1992 to July 2012. Mr. Ng was an honorary president
of the 37th Chinese Bankers Club, Hong Kong, a member of the Council
of Hong Kong Polytechnic University from April 1999 to March 2003 and
a member of the 10th Fujian Province Committee of the Chinese People’s
Political Consultative Conference (FEARBIAHEEHEBELELE
). Mr. Ng completed an extension course in banking at the Hong Kong
Polytechnic University in September 1982.

Mr. Ng has also been an independent non-executive director of each
of Fujian Holdings Limited (stock code: 181) since June 2014, Guoan
International Limited (stock code: 143) since March 2016, China HKBridge
Holdings Limited (stock code: 2323) since March 2016 and Shanghai
Zendai Property Limited (stock code: 755) since May 2017. Mr. Ng was
a non-executive director of Roma Group Limited (stock code: 8072) from
August 2017 to December 2017. The issued shares of all the above
companies are listed on the Stock Exchange.

Mr. Sze Yeuk Lung Benedict

Mr. Sze Yeuk Lung Benedict, aged 47, was appointed as an independent
non-executive Director of the Company on 5 September 2014. He has
been a member of each of the Audit Committee, the Remuneration
Committee and the Nomination Committee since 5 September 2014.
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Mr. Sze is currently the principal of Dacheng Law Offices. He obtained
a degree of juris doctor from the Southwestern University in the United
States in December 1999. Mr. Sze also obtained a master’s degree in
business administration and a bachelor’s degree in science from the
Loyola Marymount University in the United States in December 1993 and
May 1992, respectively.

Mr. Sze is qualified as a lawyer in the United States, Hong Kong as well as
the PRC. In June 2000, he was admitted to the practice of law in the State
of California and in the United States District Court of the Central District
of California, and is currently a member of the State Bar of California. In
September 2001, he was admitted to practise in the United States Court
of Appeals for the Ninth Circuit. In March 2004, he was admitted as a
Solicitor to the High Court of Hong Kong. In February 2008, he passed the
National Judicial Examination of the PRC and was granted qualification as
a legal professional by the Ministry of Justice in the PRC. In April 2014, he
was admitted to the Bar of the Supreme Court of the United States.

Mr. Sze is a member of the All-China Federation of Returned Overseas
Chinese (FE2 BB EEBE A 2) (the “ACFROC”), a member of the
legal advisory committee of the ACFROC (F BEH A ZBEHEE ), a
overseas legal adviser of the Iegal advisory committee of the ACFROC
in Jiangsu Province (T # & & # /A £ BB £ 8 €), an overseas legal
adviser of the ACFROC in Zhejiang Province (#1T%4 BH#), a member of
the 11th Fujian Committee of the Chinese People’s Political Consultative
Conference (FEI ARBURH A @ #EEEZ B E), alegal adviser of
the Sy Clan Association of HK Limited (& /& s X = # €) as well as
a voluntary legal adviser of each of the Hong Kong CPPCC of Fukien
Province Members Association (f8i2%& R BIHZE BB EE), the Hong
Kong Federation of Fujian Associations (&/&EEL B ) and the 16th
board of The Federation of Jin Jiang Hong Kong Associations (&8 &L
tEAE)
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SENIOR MANAGEMENT
Mr. Fan Chi Chiu

Mr. Fan Chi Chiu, aged 32, joined our Group in April 2015 and was
appointed as the chief financial officer of the Company on 1 June 2015.
He is mainly responsible for financial management and reporting, investor
relations, fund raising and capital management of our Group. He assists
the chief executive officer of the Company in our strategic planning and
business development, as well as the Group’s compliance with applicable
laws and regulations in Hong Kong and the PRC. Since 24 July 2017, he
has been serving as an executive director of Grace Wine Holdings Limited.

Prior to joining the Group, Mr. Fan was a finance director of Vantasia
Holdings (H.K.) Limited from April 2014 to March 2015. He was an analyst
in Barclays Investment Bank from July 2011 to March 2014 and a senior
associate of Pricewaterhouse Coopers from October 2007 to June 2011.

Mr. Fan obtained a bachelor’s degree in professional accountancy from
the Chinese University of Hong Kong in July 2007. Mr. Fan is a member of
the Hong Kong Institute of Certified Public Accountants.

Mr. Wang Zili

Mr. Wang Zili, aged 55, was appointed as the deputy general manager of
the wastewater treatment facility operated by Haian Hengfa, a subsidiary
of the Company (the “Haian Hengfa Facility”) on 18 March 2014. Mr.
Wang joined the Group in February 2005 and is mainly responsible for
overseeing operational matters related to the Haian Hengfa Facility. Prior
to joining the Group, Mr. Wang was vice chairman and general manager of
Beijing Solar Power Nutritious Engineering Development Co., Ltd. (1t 5RI%
R TREREAGMRAA]), a deputy general manager of National Youth
Services Centre (R EIE D> F4 g RIS H 1)) and a researcher of Zhuzhou
Electric Locomotive Research Institute (§23& 3615 &= H# B 7EE7 ), and
had worked at Shenzhen Recruitment Services Company (& ¥l 1 A 74
Ak # 2~ 7). Mr. Wang obtained a bachelor’s degree in engineering from
Dalian Railway Institute (A 32 i% 78 £ ft) (now known as Dalian Jiaotong
University (A28 AZR)) in the PRC in July 1983.
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COMPANY SECRETARY
Mr. Kwok Siu Man

Mr. Kwok Siu Man, aged 59, has been appointed as the company
secretary of the Company since 18 March 2014. Mr. Kwok is an executive
director and the head, corporate secretarial of Boardroom Corporate
Services (HK) Limited and a director of Boardroom Share Registrars (HK)
Limited, our Hong Kong branch share registrar. He is presently a fellow
member of each of the Institute of Chartered Secretaries and Administrators
and the Institute of Financial Accountants in England, The Hong Kong
Institute of Chartered Secretaries (“HKICS”), The Association of Hong
Kong Accountants, The Hong Kong Institute of Directors and the Institute
of Public Accountants in Australia. He also possesses professional
qualifications in arbitration, tax, securities and investment, financial
planning and human resource management. He was the chief examiner of
the “Corporate Secretaryship/Hong Kong Company Secretarial Practice”
module of the international qualifying examinations of the HKICS and
its longest-serving council member/director. In addition, Mr. Kwok has
completed the Common Professional Examination in England and Wales,
obtained a post-graduate diploma in laws and earned a bachelor’s
degree of arts and a professional diploma in company secretaryship and
administration.

Mr. Kwok has an aggregate of over 25 years of extensive in-house
corporate secretarial, legal and management experience gained at
company secretary and other senior positions from overseas and Hong
Kong (including Hang Seng Index Constituent stock and Hang Seng
Mid-Cap 50) listed companies. He was the managing director of a top-
notch financial printer in Hong Kong with international affiliation and an
independent non-executive director of a company listed on the Main
Board of the Stock Exchange. He was named in the “International WHO’S
WHO of Professionals” In 1999 and has been an adjudicator of the Best
Annual Reports Awards organised by the Hong Kong Management
Association and a member of the Board of Review appointed by the
government of Hong Kong under the Inland Revenue Ordinance. He is
currently an independent non-executive director of Tak Lee Machinery
Holdings Limited (stock code: 8142), a company listed on GEM of the
Stock Exchange, the company secretary and a joint company secretary
of a number of companies listed on the Stock Exchange and the vice-
chairman of a charity fund in Hong Kong.
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Corporate Governance Report
TEERRE

The Company is committed to fulfilling its responsibilities to the Company’s
shareholders (the “Shareholders”) and protecting and enhancing
Shareholder value through good corporate governance.

The Directors recognize the importance of incorporating elements of good
corporate governance in the management structures and internal control
procedures of the Group so as to achieve effective accountability.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and complied with all applicable
code provisions as set out in the Corporate Governance Code set out in
Appendix 14 to the Listing Rules (the “CG Code”) throughout the Year,
except as disclosed in this report.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as contained in Appendix 10 to the Listing
Rules (the “Model Code”) as its own code of conduct governing the
securities transactions by the Directors. Following a specific enquiry made
by the Company on the Directors, all of them confirmed that they had
complied with the required standard set out in the Model Code during the
Year.

BOARD OF DIRECTORS
RESPONSIBILITIES

The Board is primarily responsible for overseeing and supervising the
management of the business affairs and the overall performance of the
Group. The Board sets the Group’s values and standards and ensures
that the requisite financial and human resources support are in place
for the Group to achieve its objectives. The functions performed by the
Board include but are not limited to formulating the Group’s business
plans and strategies, reviewing the Company’s financial results and
performance and approving its interim and annual results upon the review
and recommendation of the audit committee of the Board (the “Audit
Committee”); approving the appointment or re-appointment of the Board
members upon the recommendation of the nomination committee of
the Board (the “Nomination Committee”); approving the remuneration
package of the Directors and senior management of the Company (the
“Senior Management”) upon the recommendation of the remuneration
committee of the Board (the “Remuneration Committee”), deciding all
significant financial (including major capital expenditure) and operational
issues, developing, monitoring and reviewing the Group’s corporate
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governance, and all other functions reserved to the Board under the
Company’s articles of association (the “Articles of Association”).
The Board may from time to time delegate certain functions to the
Senior Management if and when considered appropriate. The Senior
Management is mainly responsible for the execution of the business plans,
strategies and policies adopted by the Board and assigned to it from time
to time.

COMPOSITION

The Company is committed to the view that the Board should include
a balanced composition of executive and independent non-executive
Directors so that there is a strong independent element on the Board
which can effectively exercise independent judgement.

Currently, the Board comprises the following eight Directors:

Executive Directors (the “EDs”)

Mr. Chau On Ta Yuen (Chairman)

Mr. Chan Kwan (Chief Executive Officer)
Mr. Radius Suhendra

Non-executive Directors (the “NEDs”)
Mr. Chan Pak Lam Brian
Mr. Chau Chi Yan Benny

Independent Non-executive Directors (the “INEDs”)
Ms. Ng Chung Yan Linda

Mr. Ng Man Kung

Mr. Sze Yeuk Lung Benedict

The biographical details of each of the Directors are set out in the section
headed “Directors’ and Senior Management’s Biographical Details” of this
annual report.

Mr. Chau On Ta Yuen, the Chairman of the Board (the “Chairman”), is
the father of Mr. Chau Chi Yan Benny, a NED. He is also a substantial
shareholder of the Company. Mr. Chan Kwan, the Chief Executive
Officer of the Company, is the elder brother of Mr. Chan Pak Lam Brian,
a NED. Mr. Chan Kwan owns 20% of the issued shares of a controlling
shareholder of the Company. Save as aforesaid, there was no financial,
business, family or other material relationship among the Directors.
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The three EDs are responsible for the leadership and control of the
Company and overseeing the Group’s businesses development, strategic
formulation and are collectively responsible for promoting the success of
the Company by directing and supervising its affairs.

The INEDs participate in the Board meetings to bring in an independent
judgment to bear on the issues of strategy, policy, performance,
accountability, resources, key appointments and standards of conducts
and scrutinize the Company’s performance in achieving agreed corporate
goals and objectives. They are also responsible for ensuring a high
standard of financial and other mandatory reporting of the Board as well
as providing a balance in the Board in order to effectively exercise an
independent judgment on the corporate actions of the Company so as to
protect Shareholders’ interest and the overall interest of the Group.

Throughout the Year, the Company had three INEDs, which complied with
the requirement of the Listing Rules that (i) the number of INEDs must
represent at least one-third of the Board members; and (ii) at least one
of the INEDs has appropriate professional qualifications or accounting or
related financial management expertise.

Each of the INEDs has made an annual confirmation of independence in
writing pursuant to Rule 3.13 of the Listing Rules and the Board is satisfied
that all the INEDs have been independent and met the independent
guidelines set out in Rule 3.13 of the Listing Rules during the Year and up
to the date of this annual report.

Proper insurance coverage in respect of legal actions against the
Directors’ liability has been arranged by the Company.

DIRECTORS’ INDUCTION AND CONTINUING
PROFESSIONAL DEVELOPMENT

Any Director will receive formal, comprehensive and tailored-made
induction on the first occasion of his/her appointment to ensure a
proper understanding of the Company’s operations and business and
full awareness of the Director’s responsibilities under the statutes and
common law, the Listing Rules, legal and other regulatory requirements
and the Company’s business and governance policies.
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The Company from time to time provides briefings to all Directors to
develop and refresh the Directors’ duties and responsibilities. All Directors
are also encouraged to attend relevant training courses at the Company’s
expense and they have been requested to provide the Company with
their training records. According to the training records maintained by
the Company, each of Mr. Chau On Ta Yuen, Mr. Chan Kwan, Mr. Radius
Suhendra, Mr. Chan Pak Lam Brian, Mr. Chau Chi Yan Benny, Ms. Ng
Chung Yan Linda, Mr. Ng Man Kung and Mr. Sze Yeuk Lung Benedict has
attended seminars/conference/forums and/or read newspapers, journals
and materials relating to the economy, general business, corporate
governance and directors’ duties and responsibilities.

MEETINGS OF BOARD AND BOARD COMMITTEES AND
DIRECTORS’ ATTENDANCE RECORDS

The Board is scheduled to meet four times a year at approximately
quarterly intervals with notice given to all Directors at least 14 days in
advance. For additional Board meetings which require discussion and
resolution of significant issues arising from the operations of the Company,
notice is given in a reasonable time in advance. Before each Board
meeting, a draft agenda is sent to all Directors at least three days or
such other period as agreed in advance in order to allow the Directors to
include any other matters in the agenda that is required for discussion and
resolution in the meeting. To enable the Directors to be properly briefed
on issues arising at the Board meetings and to make informed decisions,
Board papers together with all appropriate and relevant information in
relation to the matters of the meeting are sent to all Directors three days
or such other period as agreed before each Board meeting. All Directors
should have access to the advice and services of the company secretary
of the Company (the “Company Secretary”) with a view to ensuring
that the Board procedures and all applicable rules and regulations are
followed. The Company Secretary is responsible for keeping all Board
meetings minutes. Draft minutes are normally circulated to the Directors
for comments within a reasonable time after each meeting and the final
version is open for the Directors’ inspection. According to the Listing
Rules, any Directors and their close associates (as defined in the Listing
Rules) with a material interest in the transactions to be discussed at the
Board meetings will abstain from voting on resolutions approving such
transactions and are not to be counted in the quorum of the meetings.
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During the Year, one annual general meeting (the “AGM”) and four Board
meetings were held. The table below sets out the attendance by the
Directors of these meetings:

RAFE  EET-ARRBFKE
(TRRBFAG) LR EEZEEE
TREJESHFEZFEHR BN -

Meetings attended/
Eligible to attend
HESBEE
BEREEERRE
Board
Name Meetings AGM
H®H EEggE RRBEFXE
EDs HITES
Chau On Ta Yuen BZEIR 4/4 1/1
Chan Kwan PRE 4/4 1/1
Radius Suhendra BREXA 1/4 0/1
NEDs FHITES
Chan Pak Lam Brian BRAB R 3/4 0/1
Chau Chi Yan Benny ISESON 3/4 1/1
INEDs BAKHTES
Ng Chung Yan Linda hER 3/4 1/1
Ng Man Kung R 3/4 1/1
Sze Yeuk Lung Benedict gt 4/4 1/1
Apart from the Board meetings, the Chairman held meetings with all the KREEZE&ZIN TEMNAEZES

NEDs (including the INEDs) without the presence of the other EDs during
the Year.

BOARD DIVERSITY POLICY

The Board adopted a Board diversity policy on 5 September 2014 and
discussed all measurable objectives set for implementing the policy.

The Company recognises and embraces the benefits of having a diversity
of Board members. It endeavours to ensure that the Board has a balance
of skills, experience and diversity of perspectives appropriate to the
requirements of the Company’s business. All Board appointments will
continue to be made on a merit basis with due regard for the benefits of
diversity of the Board members. Selection of candidates will be based
on a range of diversity perspectives, including but not limited to gender,
age, race, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The ultimate decision
will be made upon the merits and contribution that the selected candidates
will bring to the Board.
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CHAIRMAN AND CHIEF EXECUTIVE

The roles of the Chairman and the Chief Executive Officer are separated
and assumed by different individuals to ensure a balance of power and
authority so that power is not vested in any member of the Board. Mr.
Chau On Ta Yuen, the Chairman, is responsible for business development
and strategic formulation of the Group while Mr. Chan Kwan, the Chief
Executive Officer, is responsible for all major affairs of the Group, including
project construction and operation, business development, marketing and
strategic formulation.

BOARD COMMITTEES

The Board has established three Board committees, namely the Audit
Committee, the Remuneration Committee and the Nomination Committee,
to oversee particular aspects of the Company’s affairs. The Board
committees are provided with sufficient resources to discharge their
duties.

The written terms of reference for each of the Board committees named
above are in line with the Listing Rules and are posted on the respective
websites of the Stock Exchange and the Company.

AUDIT COMMITTEE

The Audit Committee was established with written terms of reference in
compliance with the CG Code. It consists of three INEDs, namely Ms. Ng
Chung Yan Linda, serving as the chairlady, Mr. Ng Man Kung and Mr. Sze
Yeuk Lung Benedict and Mr. Chau Chi Yan Benny, a NED.

The principal responsibilities of the Audit Committee include:

° making recommendations to the Board on the appointment, re-
appointment and removal of the external auditor, approving the
remuneration and terms of engagement of the external auditor,
and considering any questions of resignation or dismissal of that
auditor;

° reviewing and monitoring the external auditor’'s independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards;

° developing and implementing a policy on the engagement of an
external auditor to supply non-audit services and reporting the
same to the Board, and identifying and making recommendations
on any matters in respect of which it considers that an action or
improvement is needed;
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discussing with the external auditor before the audit commences,
the nature and scope of the audit and reporting obligations, and
ensuring proper co-ordination where more than one audit firm is
involved;

discussing problems and reservations arising from the interim
and final audits, and any matters the external auditor may wish
to discuss (in the absence of the Senior Management where
necessary);

monitoring the integrity of the Company’s financial statements,
annual report and accounts, half-year report and, if prepared for
publication, quarterly reports, and reviewing significant financial
reporting judgements contained in them;

reviewing the Company’s financial controls, risk management and
internal control systems;

discussing the risk management and internal control systems with
the Senior Management to ensure that the Senior Management
has performed its duties in establishing and maintaining effective
systems, including matters on adequacy of resources, staff
qualifications and experience, training programmes and budget of
the Company’s accounting and financial reporting function;

considering major investigations findings on risk management and
internal control matters as delegated by the Board or on its own
initiative and the Senior Management’s response to these findings;

where an internal audit function exists, ensuring co-ordination
between the internal and external auditors, ensuring that the
internal audit function is adequately resourced and has appropriate
standing within the Company, and reviewing and monitoring its
effectiveness;

reviewing the Group’s financial and accounting policies and
practices;

reviewing the external auditor’s management letter, any material
queries raised by such auditor to the Senior Management about
the accounting records, financial accounts or systems of control
and the Senior Management’s response;
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ensuring that the Board will provide a timely response to the issues
raised in the external auditor’s management letter;

reporting to the Board on the matters set out in the Audit
Committee’s terms of reference;

reviewing the arrangements that employees of the Company can
use, in confidence, to raise concerns about possible improprieties
in financial reporting, internal control or other matters and ensuring
that proper arrangements are in place for fair and independent
investigation of these matters and for appropriate follow-up action;

acting as the key representative body for overseeing the Company’s
relations with the external auditor;

establishing a whistle-blowing policy and system for employees
of the Company and those who deal with the Company (e.g.
customers and suppliers) to raise concerns, in confidence, with the
Audit Committee about possible improprieties in any matter related
to the Company;

developing and reviewing the Company’s policies and practices on
corporate governance and making recommendations to the Board;

reviewing and monitoring the training and continuous professional
development of the Directors and the Senior Management;

reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements;

developing, reviewing and monitoring the code of conduct and
compliance manual (if any) applicable to employees and the
Directors;

reviewing the Company’s compliance with the CG Code and the
disclosure in the Corporate Governance Report in the Company’s
annual report;

reviewing on-going connected transactions of the Company
and ensuring compliance with the terms of approval by the
Shareholders;
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° reviewing the findings of internal investigations and the Senior
Management’s responses in relation to any suspected fraud or
irregularities or failures of internal controls or infringement of laws,
rules and regulations; and

o considering any other topics as determined by the Board.

During the Year, two Audit Committee meetings were held whereat the
Audit Committee reviewed (i) the audited consolidated financial results of
the Company for the year ended 31 December 2016 (“Year 2016”); (i) the
unaudited consolidated financial results of the Company for the six months
ended 30 June 2017; and (iii) the internal control and risk management
systems of the Group. The attendance of individual members was set out
in the following table.

. BRANBBENASERARS
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Meetings attended/

Eligible to attend

Name HESERE
®E FERLEEERRH
Ms. Ng Chung Yan Linda hERL+ 1/2
Mr. Ng Man Kung RXHEE 1/2
Mr. Sze Yeuk Lung Benedict JiE -t 2/2
Mr. Chau Chi Yan Benny BEASE 1/2

REMUNERATION COMMITTEE

The Remuneration Committee was established with written terms of
reference in compliance with the CG Code. The Remuneration Committee
consists of three INEDs, namely Mr. Ng Man Kung, serving as the
chairman, Ms. Ng Chung Yan Linda and Mr. Sze Yeuk Lung Benedict,
and Mr. Chan Pak Lam Brian, a NED. The principal responsibilities of the
Remuneration Committee include:

o making recommendations to the Board on the Company’s policy
and structure for the remuneration of all Directors and the Senior
Management and on the establishment of a formal and transparent
procedure for developing a remuneration policy;

U reviewing and approving the Senior Management’s remuneration
proposals by reference to the Board’s corporate goals and
objectives;
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making recommendations to the Board on the remuneration
packages of individual EDs and the Senior Management and
such packages include benefits in kind, pension rights and
compensation payments, including any compensation payable for
loss or termination of their office or appointment;

making recommendations to the Board on the remuneration of the
NEDs;

considering salaries paid by comparable companies, time
commitment, responsibilities and employment conditions elsewhere
in the Group;

reviewing and approving compensation payable to the EDs and
the Senior Management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms
and is otherwise fair and not excessive;

reviewing and approving compensation arrangements relating to
the dismissal or removal of Directors for misconduct to ensure
that they are consistent with contractual terms and are otherwise
reasonable and appropriate;

ensuring that no Director or any of his/her associates (as defined in
the Listing Rules) is involved in deciding his/her own remuneration;
and

reviewing the Group’s policy on expense reimbursements for the
Directors and the Senior Management.
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During the Year, one Remuneration Committee meeting was held whereat
the Remuneration Committee reviewed and recommended to the Board
for consideration the adjustment on the Director’s fee of all the Directors
with effect from 1 January 2017 and the bonus payment to the EDs for
Year 2016. The attendance of individual members was set out in the
following table.

RAFERN BT -RFEMNZEES
@ FHEEenNeZ LRARAES
eHBEREE T —tF—A—BEH
E2REFNETHERARTESRX
T ZFE—RFEIEA - TREAHERIK
BOVHERBR -

Meeting attended/
Eligible to attend

Name HESBRE
HE FEREESRRH™
Mr. Ng Man Kung Rtk 4 0/
Ms. Ng Chung Yan Linda hEBZ L 1/1
Mr. Sze Yeuk Lung Benedict MEERES A 1/1
Mr. Chan Pak Lam Brian PRABMRSE & 1/1

NOMINATION COMMITTEE

The Nomination Committee was established with written terms of
reference in compliance with the CG Code. It consists of three INEDs,
namely Ms. Ng Chung Yan Linda, Mr. Ng Man Kung and Mr. Sze Yeuk
Lung Benedict, and two EDs, namely Mr. Chau On Ta Yuen and Mr. Chan
Kwan with Mr. Chau On Ta Yuen serving as the chairman. The principal
responsibilities of the Nomination Committee include:

° reviewing the structure, size and composition (including the skills,
knowledge and experience and diversity of perspectives) of the
Board at least annually and making recommendations on any
proposed changes to the Board to complement the Company’s
corporate strategy;

U identifying individuals suitably qualified to become Board members
and selecting or making recommendations to the Board on the
selection of individuals nominated for directorships, with due regard
for the benefits of diversity on the Board;

U assessing the independence of the INEDs;

o reviewing the Board diversity policy of the Company, as appropriate;
and reviewing the measurable objectives that the Board has set
for implementing such policy, and the progress on achieving the
objectives; and

U making recommendations to the Board on the appointment or

re- appointment of Directors and the succession planning for the
Directors, in particular, the Chairman and the chief executives.
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During the Year, one Nomination Committee meeting was held whereat
the Nomination Committee (i) assessed the independence of the INEDs; (ii)
recommended to the Board for consideration the re-appointment of all the
retiring Directors as Directors at the 2017 AGM,; (iii) reviewed the structure,
size and composition of the Board; and (iv) reviewed the Board diversity
policy. The attendance of individual members was set out in the following
table.
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Meeting attended/
Eligible to attend

Name HESRIE
i BEREEERRE
Mr. Chau On Ta Yuen BZEREE 11
Mr. Chan Kwan PREESTHE 11
Mr. Ng Man Kung R HE S E 0/1
Ms. Ng Chung Yan Linda mERLZ L 11
Mr. Sze Yeuk Lung Benedict et e 11
BOARD’S CORPORATE GOVERNANCE FUNCTIONS EFENLETAMAE

The Company has adopted the code provisions stated in the CG Code
and the Board is responsible for performing the corporate governance
functions of the Company. The Board has, amongst other matters,
reviewed this corporate governance report in discharge of its corporate
governance functions, ensuring compliance with the Listing Rules.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of Messrs. Chau On Ta Yuen and Chan Kwan, has entered into a
service contract with the Company in respect of their appointment as ED
with the Company since 5 September 2014, and Mr. Radius Suhendra,
another ED, has entered into a service contract with the Company for
acting in such a capacity for an initial term of three years commencing on
21 October 2016.

Each of the NEDs (including INEDs) has entered into a an appointment
letter since 5 September 2014 in respect of their appointment as NED or
INED (as the case may be).

None of the Directors has or is proposed to have a service contract or
letter of appointment with the Company or any of its subsidiaries other
than contracts or letters of appointment expiring or determinable by the
employer within one year without the payment of compensation (other
than statutory compensation).
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All the Directors, including the INEDs, are subject to retirement by rotation
and eligible for re-election in accordance with the Articles of Association.
At each AGM, one-third of the Directors for the time being (or if their
number is not three or a multiple of three, then the number nearest to but
not less than one-third) will retire from office by rotation provided that every
Director will be subject to retirement by rotation at least once every three
years. A retiring Director shall retain office until the close of the meeting at
which he/she retires and shall be eligible for re-election thereat.

According to the Articles of Association,

(a) the Board shall have power from time to time and at any time to
appoint any person as a Director either to fill a casual vacancy or
as an addition to the Board. Any Director so appointed shall hold
office only until the next following AGM and shall then be eligible for
re-election at that meeting; and

(b) the Company may by ordinary resolution in general meetings elect
any person to be a Director either to fill a casual vacancy or as an
addition to the existing Directors. Any Director so appointed shall
hold office only until the next following AGM and shall then be
eligible for re-election.

However, the Company will comply with code provision A.4.2 of the CG
Code that any Director who fills a casual vacancy shall hold office until the
following general meeting of the Company.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Particulars of the Directors’ remuneration for the Year are set out in note
10 to the Notes to the Consolidated Financial Statements in this annual
report.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of
the members of the Senior Management (other than the Directors) whose
particulars are contained in the section headed “Directors’ and Senior
Management’s Biographical Details” in this annual report for the Year by
band is set out below:
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Number
Remuneration band (in HK$) of individuals
FrEMAE B (B 7T) AB
Nil to 1,000,000 £ 2 1,000,000 2

1,000,001 to 1,500,000 1,000,001 & 1,500,000

INDEPENDENT AUDITORS’ REMUNERATION

The fees charged by Deloitte Touche Tohmatsu (“Deloitte”) in respect
of the auditing services for the Year amounted to approximately
HK$1,300,000. During the Year, no fees were incurred for non-auditing
services.

Both the Board and the Audit Committee have agreed to recommend the
re-appointment of Deloitte as the Company’s independent auditors for the
ensuing year at the 2018 AGM.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the preparation of the
consolidated financial statements for the Year, which give a true and fair
view of the Group’s state of affairs, results and cash flows for the Year
and are properly prepared on a going concern basis in accordance with
the applicable statutory requirements as well as accounting and financial
reporting standards. The Directors were not aware of any material
uncertainties which may affect the Group’s business or cast significant
doubt upon the Group’s ability to continue as a going concern.
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In addition, Deloitte has stated in the independent auditors’ report
its reporting responsibility on the Company’s consolidated financial
statements for the Year.

RISK MANAGEMENT AND INTERNAL CONTROL
RISK MANAGEMENT STRUCTURE

The Board is responsible for maintaining sound and effective risk
management and internal control systems, in order to protect the interest
of the Company and its Shareholders. The risk management and internal
control systems are designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or loss.

Our Group has established an Enterprise Risk Management (the “ERM”)
framework in order to implement effective risk management efforts. Our
ERM framework comprises two key elements, namely risk management
structure and risk management process. It defines a simple and clear risk
management structure as well as the responsibilities as below.

BOARD OF DIRECTORS

The Board has a duty to ensure the effectiveness of the risk management
and internal control systems of the Group (the “ERM system”). The Board
oversees the ERM system, assesses and evaluates the Group’s business
strategies and risk tolerance. The Board reviews, with the assistance
of the Audit Committee, at least annually the effectiveness of the ERM
system and monitors the ERM system in an on-going manner.

AUDIT COMMITTEE

The Audit Committee has the primary responsibility for risk management
and internal control after the Board. It assists the Board in overseeing the
Group’s ERM system by providing support and advice, including on-going
monitoring of the execution of risk management processes, reviewing the
Group’s risk register as well as reviewing and approving the internal control
review plan and results.
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MANAGEMENT

The management of the Group (the “Management”) is responsible for
identifying and monitoring the risks relevant to the Group during daily
operations, including strategic, operational, financial, reporting and
compliance risks. The Management reports to the Board and the Audit
Committee on the risks identified and their changes. The Management is
also responsible for developing appropriate internal control measures to
mitigate the risks, and identify and resolve material internal control defects.

INTERNAL CONTROL

The Group has established the internal audit function and the scope of
work includes reviewing the effectiveness of the ERM system. The scope
of the risk management and internal control review is risk-based and is
reviewed by the Audit Committee. The internal audit function is able to
communicate with the Audit Committee directly regarding the results of its
review.

RISK MANAGEMENT PROCESS

Our ERM framework defines the procedures for identifying, assessing,
responding and monitoring risks and their changes. Through regular
discussions with each operating function, the Group strengthens
the understanding of risk management such that all employees can
understand and report various risks they have identified in a timely manner.
It enhances the Group’s ability to identify and manage risks.

Assess risks
identified
FHEHE # R E R

Define risks
universe
71 TEH %ﬁ.

Identify
risks
Rl

To identify and prioritize material risks throughout the Group, the
Management communicates with each operating function, collects
significant risk factors that affect the Group from bottom to top, including
strategic, operational, financial, reporting and compliance risks. After
identifying all relevant risks, the Management assesses the potential
impact and possibilities of the risks and prioritizes the risks. Appropriate
internal control measures are then developed to mitigate the risks
identified and the changes of risks are monitored in an on-going manner.
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MAIN FEATURES OF OUR RISK MANAGEMENT AND INTERNAL
CONTROL SYSTEMS

MAINTAIN AN EFFECTIVE INTERNAL CONTROL SYSTEM
(OPERATIONAL LEVEL)

o Establish clear internal control policies and procedures, and clearly
define the responsibilities, authorities and accountabilities of each
key position;

o Establish code of conduct and explain the Group’s requirements on

integrity and ethical value to all staff;

° Establish a whistle-blowing mechanism and encourage employees
to report incidents of misconduct or fraud;

o Establish appropriate level of information technology to assess
rights and avoid the leakage of price-sensitive information; and

o Establish inside information disclosure policy, including reporting
channel and responsible person of disclosure, unify response to
external enquiries and obtain advice from professional financial
adviser or the Stock Exchange if necessary.

During the Year, the Board had reviewed the effectiveness of risk
management and internal control policies and procedures, including those
related to financial reporting and Listing Rules compliance. The Board has
considered the adequacy of resources, staff qualifications and experience,
training programmes and budget of the accounting, internal audit and
financial reporting functions during the review of the effectiveness of the
ERM system.

ON-GOING RISK MONITORING (RISK MANAGEMENT LEVEL)

Based on the ERM framework and risk management policies established
by the Board, the Management communicates with each operating
function, and collects significant risk factors that affect the Group from
bottom to top. The Group has established a risk register to record the
risks identified, and the Management assesses the potential impact
and possibilities of the risks and develops appropriate internal control
measures to mitigate the risks identified.

During the Year, the Management conducted an evaluation of the
Group’s risk management structure and procedures and submitted a
risk assessment report to the Board and the Audit Committee, including
a 3-year internal control review plan, to enable the Board and the Audit
Committee to effectively monitor the major risks of the Group and
understand how the Management responds to and mitigates the risks.
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INTERNAL CONTROL DEPARTMENT

During the Year, the Group had established the internal control department
to conduct assessment and evaluation on the effectiveness of internal
control of the Group. Certain internal control improvement suggestions
have been identified and the Management has established improvement
plans for the internal control effectiveness accordingly. An internal control
review report has been provided to the Audit Committee.

No material internal control deficiency has been identified during 2017 and
the Board considers that ERM system is adequate and effective.

MAJOR RISKS OF THE GROUP

Our risk management process has identified the following as major risks of
the Group and their changes.
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Risk Description Key Risk Mitigations Changes
[ s et TERBERETE 21k
Electricity The Group is engaged in biomass Invest in technology researches  Increased
demand power generation business in and studies to improve
in Jambi, Indonesia. Electricity is sold to the efficiency of electricity sbar
Indonesia Perusahaan Listrik Negara (“PLN”), generation to reduce cost

a state-owned electricity corporation
ENESMME  in Indonesia. The consumption of Develop other businesses, e.g.
NFK electricity, and hence the sales of biofuel pellet manufacturing

electricity by our power plants, are
subject to the demand in the region.

If the level of consumption decreases
or cannot be sustained in the future,
the Company could suffer a significant
loss from operation, and the
investment in the power plants cannot
be recovered.
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Risk Description Key Risk Mitigations Changes
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Credit Customers or counterparties of the — Frequently communicate with Unchanged
Company are local government customers to follow up the

B authorities. Payment from them outstanding balance maet

could be longer than the credit

period granted to them due to

the complexity of their internal
administrative procedures. The Group
might suffer from a financial loss or
liquidity difficulty in the case of delay
in payment.
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— Maintain sufficient cash flow to
avoid liquidity problem

— Regularly perform impairment
review to assess the recovery
of account receivables and
provide sufficient impairment
to avoid over-statement of
balance
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Risk Description Key Risk Mitigations Changes
LB it FTERBERER 21
Pricing and The Company operates the — On-going cost control to avoid ~ Decrease

cost recovery

7 (B MK

wastewater treatment facilities at a
pre-determined tariff rate specified
at the time the Build, Operate and
Transfer (BOT) agreement is entered
into. The circumstances of tariff
adjustment are also specified that
the Company has only limited ability
to change / re-negotiate the tariffs.
The increase in operating costs due
to an increase in utilization of the
wastewater treatment facilities might
not be fully compensated that the
Company could suffer from loss or
decrease in profitability.
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DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the Securities and A5 EERERIBEE B AFIFE57T1EE
Futures Ordinance, Chapter 571 of the laws of Hong Kong and the H#NHEIEIEAI R EmRAIFTEREITZE
Listing Rules and the overriding principle that inside information should be £+ &&RAZLFEANEBEE + KA
announced promptly when it is the subject of a decision. The procedures £ 8 FT/RTE % BN A o BRI R 35 A
and internal controls for the handling and dissemination of inside ®/HEZIZFRAEZEERDAT :

information are as follows:

unnecessary spending

— Negotiate with supplier to
minimize the increase in costs

— Diversify the services offered
to compensate the potential
decrease in profit margin
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requirement under the Listing Rules as well as the “Guidelines on MRARBEEELFRPEEHE
Disclosure of Inside Information” published by the Securities and REBEN_T—_FAEM

Futures Commission of Hong Kong in June 2012;
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° the Group has strictly prohibited unauthorised use of confidential or
inside information; and

U the Group has established and implemented procedures for
responding to external enquiries about the Group’s affairs, so that
only the EDs, the Company Secretary and the Chief Financial
Officer are authorised to communicate with parties outside the
Group.

COMPANY SECRETARY

Mr. Kwok Siu Man (“Mr. Kwok”) was nominated by Boardroom Corporate
Services (HK) Limited (“Boardroom”) to act as the Company Secretary
and Boardroom has been providing certain corporate secretarial services
to the Company pursuant to an engagement letter entered into between
the Company and Boardroom. The primary person at the Company with
whom Mr. Kwok has been contacting in respect of company secretarial
matters is Mr. Fan Chi Chiu, the Chief Financial Officer.

As Mr. Kwok was first appointed as the company secretary of a Hong
Kong Hang Seng Index constituent stock company in 1991 and thereafter
has been acting in such capacity for a number of other reputable
companies listed on the Stock Exchange for a substantial amount of
time, he was not required to have at least 15 hours of relevant continuous
professional development training for each of the five consecutive years
from 2012 under the Listing Rules. Mr. Kwok had delivered talks at and
attended relevant seminars for over 15 hours during the Year.

SHAREHOLDERS’ RIGHTS

PROCEDURES FOR PUTTING FORWARD PROPOSALS AT
SHAREHOLDERS’ MEETINGS

There are no provisions allowing the Shareholders to make proposals
or move resolutions at the general meeting under the memorandum of
association of the Company and the Articles of Association (the “M&A”).
Shareholders who wish to make proposals or move a resolution may,
however, convene an extraordinary general meeting (the “EGM”) to do so
in accordance with the “Procedures for Shareholders to convene an EGM”
set out below.
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PROCEDURES FOR SHAREHOLDERS TO CONVENE AN EGM

Article 12.3 of the Articles of Association stipulates that:

General meetings shall be convened on the written requisition of any two
or more members of the Company deposited at the principal office of the
Company in Hong Kong specifying the objects of the meeting and signed
by the requisitionists, provided that such requisitionists hold as at the date
of deposit of the requisition not less than one-tenth of the paid up capital
of the Company, which carries the right of voting at general meetings of
the Company.

General meetings may also be convened on the written requisition of any
one member of the Company, which is a recognised clearing house (or its
nominee(s)) deposited at the principal office of the Company in Hong Kong
specifying the objects of the meeting and signed by the requisitionist,
provided that such requisitionist holds as at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the Company,
which carries the right of voting at general meetings of the Company.

If the Board does not within 21 days from the date of deposit of the
requisition proceed duly to convene the meeting to be held within a further
21 days, the requisitionist(s) themselves or any of them representing
more than one-half of the total voting rights of all of them, may convene
the general meeting in the same manner, as nearly as possible, as that
in which meetings may be convened by the Board provided that any
meeting so convened shall not be held after the expiration of three months
from the date of deposit of the requisition, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board shall
be reimbursed to them by the Company.

PROCEDURES FOR SHAREHOLDERS TO SEND ENQUIRIES TO
THE BOARD

Shareholders may, at any time, direct questions, request for publicly
available information and provide comments and suggestions to the
Directors or management of the Company. Such questions, requests and
comments can be addressed to the Company by mail to Units 1-3, 11th
Floor, Westlands Centre, 20 Westlands Road, Hong Kong or by email to
ell@anli.com.hk.

Corporate Governance Report
TEERRE

BRREHRRRFNKENER

ARERAAE123FHRE

BRAESEEFHINARARERENE
EWMERAM EERMAIEIA LR
MEEERLARKRRKRE  EHARE
EHEHR  THFRKARE  KIFEZ
ERRARERHEREZBARFEAR
ANLR T2 — BB - Tl
FIRARAIBRA G HILERE

ARBINA I E R — R A E EE K
BRBRRAE - ZBRERRBASEE
(HERBA)  EFEREFERRARA
EEZENTIERERA  HAXKER
MY R WHBRARE  RTEEZH
KARTFHRFEREZ HAFARRARN
PRTDZ—WMBREA  BTHRA
RABRASNIRFRE -

IMREZEWARARFRARE Z B 21
BARLEXAR—EFREIN 21 KRR
TR - FRANG SAMIIE I
Bl —FERERNOAL  ATARER
TR (EAREOESE AREHRNT
) ARBRAE @ RIFEMEARNE
MERTSEFRBREZBE=A
HmEBT WEMBRESFENETT
MBFKRAERNEIEEREEBAAR
AIAFBERAELEE -

BRRAESERHEANER

BRERANEMBEARAARARESNKER
EBRREE®E  ERARTAER KEMH
EANER ZEME - BRkRERT]
ERBUHTEB AR R BERK20%
FERRONMBII3ZTNEREBEXSE
ell@anli.com.hk

BEBRBRARAT —T—+FER

75



76

Corporate Governance Report
TEERRE

Shareholders should direct their questions about their shareholdings or
change of correspondence address or dividend instructions by mail to
the Company’s Hong Kong branch share registrar, Boardroom Share
Registrars (HK) Limited at Room 2103B, 21/F., 148 Electric Road, North
Point, Hong Kong, which has been appointed by the Company to deal
with Shareholders for share registration and related matters.

COMMUNICATION WITH SHAREHOLDERS

The Company has adopted a Shareholders’ communication policy with
the objective of enhancing investor relations and investors’ understanding
of the Company’s business performance and strategies.

Information about the Company will be communicated to the Shareholders
and the investment community mainly through the Company’s financial
reports (interim and annual reports), the AGMs and the EGMs that may
be convened, as well as by making available all the published disclosures
submitted to the Stock Exchange and its corporate communications on
the respective websites of the Stock Exchange and the Company.

CONSTITUTIONAL DOCUMENTS

There were no changes in the constitutional documents of the Company
during the Year.

Pursuant to Rule 13.90 of the Listing Rules, the Company has posted its
M&A on the respective websites of the Stock Exchange and the Company.
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The Directors of the Company present their report and the audited
consolidated financial statements of the Company and its subsidiaries for
the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The activities
of its principal subsidiaries are the provision of wastewater treatment
services in Jiangsu Province, the PRC and the generation of electricity
by biomass power plants in Jambi, Indonesia. The principal activities and
other particulars of its principal subsidiaries are set out in note 41 to the
Notes to the Consolidated Financial Statements in this annual report.

RESULTS

The results of the Group for the Year and the state of affairs of the Group
as at 31 December 2017 are set out on pages 105 to 227 of this annual
report.

DIVIDENDS

No interim dividend was paid or declared for the six months ended
30 June 2017 (2016: nil).

During its meeting held on 23 March 2018, the Board has resolved not to
recommend the payment of any final dividend for the Year (2016: nil).

BUSINESS REVIEW

A review of the business of the Group during the Year and the potential
future development of the Group’s business is set out in the Chairman’s
Statement on pages 5 to 6 of this annual report.

No important event affecting the Group has occurred since the end of the
Year and up to the date of this report.

The performance analysis of the Group for the Year using financial key
performance indicators is set out in the Management Discussion and
Analysis on pages 7 to 15 of this annual report.
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PRINCIPAL RISKS OF THE GROUP

A discussion on the principal risks and uncertainties faced by the Group,
together with the Group’s internal control, is set out on pages 68 to 73
of this annual report. The financial risks are covered in note 35 to the
Notes to the Consolidated Financial Statements in this annual report. A
more comprehensive analysis of the Group’s risk factors (excluding the
operation of the palm kernel oil mill and the ancillary biomass power plants
by a subsidiary of the Company in Indonesia, which the Group acquired in
late 2016) is set out on pages 29 to 46 of the prospectus of the Company
dated 12 September 2014 (the “Prospectus”). The risk factors relating to
the operation of the palm kernel oil mill and the ancillary biomass power
plants in Indonesia are set out on pages 35 to 37 of the Company’s
circular dated 24 August 2016.

COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS
THAT HAVE A SIGNIFICANT IMPACT ON THE GROUP

The Group operates its business mainly in Hong Kong, the PRC and
Indonesia.

Rugao Hengfa Water Treatment Company Limited* (‘Rugao Hengfa”),
a subsidiary of the Company, received as a defendant on 8 November
2017 a summons from the People’s Court of the Haian County of Jiangsu
Province, the PRC (the “Court”) for a court hearing scheduled on 5
December 2017 in connection with an alleged breach of environmental
pollution related regulations by allowing the discharge of wastewater
containing toxic materials of levels that exceeded the statutorily prescribed
standards. Please refer to the announcement of the Company dated 12
November 2017 for details. As at the date of this report, Rugao Hengfa
had not received the verdict from the Court.

During the Year, save as disclosed above and the rest of this annual
report, as far as the Company is aware, there was no breach of or non-
compliance with applicable laws and regulations of Hong Kong, the PRC
and Indonesia by our Group that has a significant impact on the business
and operations of our Group.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

The details on environmental, social and governance are set out in the
Environmental, Social and Governance Report on pages 16 to 44 of this
annual report.

* For identification purpose only
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FINANCIAL SUMMARY

A summary of the Group’s results for the Year and assets and liabilities as
at 31 December 2017 and for the past five financial years are set out on
page 228 of this annual report. This summary does not form part of the
audited financial statements.

ANNUAL GENERAL MEETING

The Company will hold its annual general meeting on Friday, 25 May 2018
(the “2018 AGM”), the notice of which will be published and dispatched to
the shareholders of the Company (the “Shareholders”) in due course.

CLOSURE OF REGISTER OF MEMBERS

For determining the Shareholders’ entitlement to attend and vote at the
2018 AGM, the register of members will be closed from Saturday, 19 May
2018 to Friday, 25 May 2018 (both dates inclusive), during which period
no transfer of shares of the Company (the “Shares”) will be effected.
In order to qualify for attending and voting at the 2018 AGM, the non-
registered Shareholders must lodge all transfer documents, accompanied
by the relevant share certificates, with the Company’s Hong Kong branch
share registrar, Boardroom Share Registrars (HK) Limited at Room 2103B,
21/F., 148 Electric Road, North Point, Hong Kong for registration not later
than 4:30 p.m. on Friday, 18 May 2018.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the articles of
association of the Company (the “Articles of Association”), or the laws
of the Cayman Islands, which would oblige the Company to offer new
Shares on a pro-rata basis to existing Shareholders.
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MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the Group’s revenue was attributable to (i) two customers
who are local government authorities in the PRC for the wastewater
treatment business, and (i) one customer who is a state-owned company
in Indonesia for the sale of electricity generated by ancillary power
plant of the palm kernel oil mill. They jointly accounted for 100% of the
Group’s revenue, where the two local government authorities in the
PRC accounted for 53% and 13% of the Group’s revenue, respectively,
and the state-owned company in Indonesia accounted for 34% of the
Group’s revenue. The purchases attributable to the largest supplier and
the five largest suppliers of the Group accounted for 39.6% and 59.1%,
respectively of the Group’s total purchases.

An Indonesia-incorporated subsidiary of the Company has been procuring
direct labour, repair and maintenance services, plant and machinery
acquisition services, administrative services, consultancy services and
certain spare parts and equipment from PT Global Inovasi Prima, an
associate of Fusion Joy Holdings Inc., whose beneficial owners are close
associates (as defined in the Listing Rules) of one of the Directors.

Save as disclosed above, none of the Directors or any of their close
associates or any Shareholders (who, to the best knowledge of the
Directors, own more than 5% of the number of issued Shares) had any
beneficial interest in the Group’s five largest customers and suppliers.

SHARE CAPITAL

Details of movements in the share capital of the Company during the Year,
together with the reasons therefor, are set out in note 31 to the Notes to
the Consolidated Financial Statements in this annual report.

DISTRIBUTABLE RESERVES OF THE COMPANY

As at 31 December 2017, the Company’s reserves available for
distribution, calculated in accordance with the provisions of the
Companies Law of the Cayman lIslands, amounted to HK$403.0 million
(2016: HK$409.9 million). This amount included the Company’s share
premium account of HK$409.0 million as at 31 December 2017 (2016:
HK$409.0 million), which may be distributed provided that immediately
following the date on which the dividend is distributed, the Company
will be in a position to pay off its debts as and when they fall due in the
ordinary course of business.
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DIRECTORS

The following are the Directors during the Year and up to the date of this
report:

Executive Directors

CHAU On Ta Yuen (“Mr. Chau”) (Chairman) M

CHAN Kwan (“Mr. Chan”) (Chief Executive Officer) N
Radius SUHENDRA (“Mr. Suhendra”)

Non-executive Directors
CHAN Pak Lam Brian (“Mr. Brian Chan”) ?
CHAU Chi Yan Benny (“Mr. Benny Chau”) #

Independent Non-executive Directors
NG Chung Yan Linda (“Ms. Ng”) V"N

NG Man Kung (“Mr. Ng”) V"N

SZE Yeuk Lung Benedict (“Mr. Sze”) #"N

A = member of the Audit Committee of the Board
R = member of the Remuneration Committee of the Board
N = member of the Nomination Committee of the Board

In accordance with Article 16.18 of the Articles of Association, Mr. Chau,
Mr. Brian Chan and Mr. Sze shall retire by rotation at the 2018 AGM and
all of them, being eligible, have offered themselves for re-election.

CONFIRMATION OF INDEPENDENCE OF INEDs

The Company has received from each of the INEDs, namely Ms. Ng, Mr.
Ng and Mr. Sze, an annual written confirmation of his/her independence
pursuant to Rule 3.13 of the Listing Rules. As at the date of this report, the
Company considers all of them to be independent.

DIRECTORS’ BIOGRAPHIES

The biographical details of the Directors are set out on pages 45 to 53 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Chau and Mr. Chan has entered into a service contract with
the Company in respect of their appointment as an executive Director
since 5 September 2014; while Mr. Suhendra, another executive Director,
has entered into a service contract with the Company for a term of three
years from 21 October 2016. The above appointment may be terminated
by giving three months’ written notice by the Company to the executive
Director or vice versa.
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Each of the NEDs or INEDs has entered into an appointment letter with
the Company since 5 September 2014 in respect of their appointment as
NED or INED (as the case may be). The appointment of a NED or an INED
may be terminated by giving three months’ written notice by the Company
to the NED or INED concerned or vice versa.

None of the Directors being proposed for re-election at the forthcoming
2018 AGM has a service contract or an appointment letter with the
Company that is not determinable by the Company within one year
without payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 38 to the Notes to the Consolidated Financial
Statements in this annual report, none of the Directors had a material
interest, either directly or indirectly, in any transactions, arrangements
or contracts of significance to the business of the Group, to which the
Company or any of its subsidiaries was a party during the Year.

CHARITABLE DONATION

During the Year, the Group did not make any charitable donations (2016:
nil).

SHARE OPTION SCHEME

On 5 September 2014, the Company adopted a share option scheme
(the “Share Option Scheme”) to enable the Company to grant options
to the eligible participants as incentives or rewards for their contribution or
potential contribution to the Group.

The Share Option Scheme took effect on 26 September 2014. During the
Year, no options were granted, exercised or cancelled or lapsed and as at
31 December 2017, options representing 500,000 Shares, equivalent to
approximately 0.045% of the issued Shares, were outstanding under the
Share Option Scheme.
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The maximum number of Shares in respect of the options granted by
the Company under the Share Option Scheme and any other share
option schemes must not in aggregate exceed 80,000,000 Shares
(representing 10% of the Shares in issue immediately upon completion
of the Share Offer (as defined in the Prospectus) and approximately
7.20% of the Shares in issue as at the date of this report). Excluding the
abovementioned options representing 500,000 Shares granted during
the year ended 31 December 2016, the total number of Shares available
for issue under the Share Option Scheme was 79,500,000 Shares, which
represented approximately 7.16% of the issued Shares as at the date of
this report.

Details of the options granted and outstanding under the Share Option
Scheme are set out as follows:
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The options granted to Mr. Fan shall vest over a period of three years
commencing from the date of grant. The closing price of the Shares
immediately before the date of grant was HK$0.50 per Share, as stated in
the daily quotation sheet issued by the Stock Exchange.

The principal terms of the Share Option Scheme are set out as follows:

1. PURPOSE

The purpose of the Share Option Scheme is to enable the
Company to grant options to Eligible Participants (as defined in
paragraph 2 below) as incentives or rewards for their contribution
or potential contribution to the Group.
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ELIGIBLE PARTICIPANTS

The Board may, at its discretion, offer to grant an option to
subscribe for such number of new Shares as the Board may
determine to any full-time or part-time employees, potential
employees, executives or officers (including executive, non-
executive and independent non-executive directors) of the
Company or any of its subsidiaries, and any suppliers, customers,
agents and advisers who, in the sole opinion of the Board, will
contribute or have contributed to the Company and/or any of its
subsidiaries (the “Eligible Participants”).

MAXIMUM NUMBER OF SHARES AVAILABLE FOR ISSUE

The maximum number of Shares in respect of the options granted
by the Company under the Share Option Scheme and any other
share option schemes must not in aggregate exceed 80,000,000
Shares (representing 10% of the Shares in issue immediately upon
completion of the Share Offer (as defined in the Prospectus) and
approximately 7.20% of the Shares in issue as at the date of this
report).

MAXIMUM ENTITLEMENT OF EACH PARTICIPANT
UNDER THE SHARE OPTION SCHEME

The maximum number of Shares comprising in the options that
may be granted under the Share Option Scheme to any Eligible
Participant shall not, when aggregated with

(a) any Shares issued upon exercise of options under the Share
Option Scheme or options under other schemes which have
been granted to that Eligible Participant;

(b) any Shares which would be issued upon the exercise
of outstanding options under the Share Option Scheme
or options under other schemes granted to that Eligible
Participant; and

(c) any cancelled Shares which were the subject of options
under the Share Option Scheme or options under other
schemes which had been granted to and accepted by that
Eligible Participant,
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in any 12-month period up to the offer date, exceed one per cent.
of the number of Shares in issue on the offer date. Any further grant
of options in excess of this one per cent. limit shall be subject to:

(i) the issue of a circular by the Company to the Shareholders,
which shall comply with the Listing Rules; and

(ii) the approval of the Shareholders in a general meeting at
which that Eligible Participant and his/her/its associates (as
defined in the Listing Rules) shall abstain from voting.

Where any grant of options to a substantial shareholder (as defined
in the Listing Rules) of the Company or an independent non-
executive Director, or any of their respective associates, would
result in the Shares issued and to be issued upon exercise of
all options already granted and to be granted (including options
exercised, cancelled and outstanding) to such person in the
12-month period up to and including the date of such grant (i)
representing in aggregate over 0.1% of the Shares in issue on the
date of such grant; and (i) having an aggregate value, based on the
official closing price of the Shares as stated in the daily quotation
sheets issued by the Stock Exchange on the date of grant, in
excess of HK$5.0 million, such further grant of the options shall be
subject to the approval of the Shareholders with such person/entity
and his/her/its core connected persons abstaining from voting in
favour at the general meeting.

Any grant of options to any Director, chief executive or substantial
shareholder (as defined in the Listing Rules) of the Company, or
any of their respective associates under the Share Option Scheme
is subject to the prior approval of the independent non-executive
Directors (excluding the independent non-executive Director who is
the grantee of an option).
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5. THE PERIOD WITHIN WHICH THE SECURITIES MUST BE
EXERCISED UNDER AN OPTION

Unless otherwise provided in the respective grantee’s offer
document, each of the grantees to whom an option has been
granted under the Share Option Scheme shall be entitled to
exercise his/her/its option in the following manner:

(@ up to 33% of the Shares that are subject to the option
so granted to him/her/its (rounded down to the nearest
whole number) at any time during the period commencing
on the first anniversary of the date on which such option
is granted (the “Commencement Date”) and ending on
the expiry of the period to be notified by the Board to each
grantee (the “Option Period”), within which the option
may be exercisable provided that the Option Period of time
shall not exceed a period of ten years commencing on the
Commencement Date;

(b) up to B6% of the Shares that are subject to the option so
granted to him/her/its (rounded down to the nearest whole
number) at any time during the period commencing on the
second anniversary of the Commencement Date and ending
on the expiry of the Option Period; and

() up to 100% of the Shares that are subject to the option so
granted to him/her/its (rounded down to the nearest whole
number) at any time during the period commencing on the
third anniversary of the Commencement Date and ending on
the expiry of the Option Period.
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6. THE MINIMUM PERIOD, IF ANY, FOR WHICH AN OPTION
MUST BE HELD BEFORE IT CAN BE EXERCISED

There is no minimum period for which an option granted must be
held before it can be exercised unless otherwise imposed by the
Directors.

7. PERIOD FOR AND CONSIDERATION PAYABLE ON
ACCEPTANCE OF AN OPTION

An offer for the grant of option must be accepted within the time
period specified in the relevant offer document. A sum of HK$1.00
is payable as consideration upon acceptance of the offer.

8. THE BASIS OF DETERMINING THE EXERCISE PRICE

The exercise price in relation to each option offered to an Eligible
Participant shall be determined by the Board (or its committee) in
its sole discretion, save that such price shall not be less than the
highest of:

(@) the official closing price of the Shares as stated in the daily
guotation sheets of the Stock Exchange on the date of
grant, which must be a day on which the Stock Exchange
is open for business of dealing in securities (the “Business
Day");

(b) the average of the official closing prices of the Shares as
stated in the daily quotation sheets of the Stock Exchange
for the five Business Days immediately preceding the date of
grant; and

(c) the nominal value of a Share.

9. THE REMAINING LIFE OF THE SHARE OPTION SCHEME

The Share Option Scheme will remain in force for a period of 10
years commencing on 26 September 2014.

EQUITY-LINKED AGREEMENTS

Save for the share option granted with details set out under the section
headed “Share Option Scheme” in this report, the Company has not
entered into any equity-linked agreements in respect of the Shares during
the Year.

6.
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ARRANGEMENTS FOR DIRECTORS TO ACQUIRE
SHARES

At no time during the Year was the Company or any of its subsidiaries
a party to any arrangement to enable a Director to acquire benefits
by means of the acquisition of the Shares or any shares in other body
corporate.

MANAGEMENT CONTRACT

No contracts (except for the executive Directors’ service contracts)
concerning the management and administration of the whole or any
substantial part of the business of the Company or its subsidiaries were
entered into or existed during the Year.

REMUNERATION OF DIRECTORS AND FIVE INDIVIDUALS
WITH HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and the five individuals with
the highest emoluments for the Year are set out in notes 10 and 11,
respectively to Notes to the Consolidated Financial Statements in this
annual report.

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

As at 31 December 2017, the interests or short positions of the Directors
or chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance, Chapter
571 of the laws of Hong Kong (the “SFO”)) which were required: (i) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO); or (i)
pursuant to section 352 of the SFO, to be entered in the register referred
to therein; or (jii) to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers as set out in Appendix 10 to the Listing Rules (the “Model
Code”), were as follows:
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Interest in the Company’s ordinary Shares of HK$0.0001 each
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A2 FF AR E (B 0.0001 78 TT A & AR

P2

Approximate

percentage of

Shareholding

Interest in the

Number of Company

Name of Directors/Chief Executive Capacity/Nature of Interest Shares Held RAED T RE

ES BRiTHABHS 55 ERME ESTnE 4= LESIE R

Mr. Chau Interest in a controlled corporation 225,000,000 20.25%
B E Pt Li dind

Mr. Chan Interest in controlled corporations 390,700,000@) 35.17%
Rt XErERER

Notes: FisE

Q)

©)

Wealthy Sea which held 225,000,000 Shares is owned as to 90% and 10% by
Mr. Chau, an executive Director and the Chairman of the Board, and Ms. Wong
Mei Ling, the wife of Mr. Chau, respectively.

Everbest Environmental which held 375,000,000 Shares was owned as to 50%,
30% and 20% by Ms. Wong Shu Ying (“Ms. Wong”), Ms. Judy Chan and Mr.
Chan, an executive Director and the Chief Executive Officer of the Company,
respectively. Mr. Chan is the sole director of Everbest Environmental. Ms. Wong
is the mother of all of Ms. Judy Chan, Mr. Chan and Mr. Brian Chan. Mr. Chan
also owns 25% of the issued shares in Kingdrive which in turn owns 100% of
the issued shares in Carlton Asia Limited (“Carlton Asia”). Carlton Asia held
15,700,000 Shares and is accustomed to act in accordance with the directions
of Mr. Chan.

All the above Shares were held in long position.

Save as disclosed above, as at 31 December 2017, none of the Directors
or chief executives of the Company had any interest or short positions in
any shares, underlying shares, or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
were required to be notified to the Company and the Stock Exchange or
to be entered in the register referred to in the SFO.

©)
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES OF THE COMPANY

As at 31 December 2017, to the best of the Directors’ knowledge, the
following entities or persons (other than the Directors and chief executives
of the Company) had or were deemed or taken to have an interest and/
or a short position in the Shares or the underlying Shares, which would
fall to be disclosed under the provisions of Divisions 2 and 3 of Part XV of
the SFO or which was recorded in the register required to be kept by the

Company pursuant to section 336 of the SFO.

Interest in the Company’s ordinary Shares of HK$0.0001 each
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Approximate
Percentage of

Shareholding
Interest
Number of in the Company
Name of Shareholders Capacity/Nature of Interest Shares Held {HARD T R
RREE AR B RRHE RO EE BREDE
Everbest Environmental Beneficial interest 375,000,000 33.75%
Enikn
Ms. Wong Interest in controlled corporations 380,790,000 34.27%
Tt XA E g
Mr. Chan Chun Keung Interest in a controlled corporation 380,790,000m&@ 34.27%
BRiER A and interest held by spouse
LR m MBS
Wealthy Sea Beneficial interest 225,000,000© 20.25%
ey Batn
Ms. Wong Mei Ling Interest held by spouse 225,000,000© 20.25%
TEERL [T
Morgan Top Trading Co., Ltd. Beneficial interest 143,300,000 12.90%

$¥ =N\ /0
B
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Notes:

Q)

“

Each of Everbest Environmental and Hightop Investment Limited (“Hightop”)
is owned as to 50% by Ms. Wong and therefore, Ms. Wong is deemed to be
interested in the 375,000,000 Shares and 5,790,000 Shares held by Everbest
Environmental and Hightop respectively pursuant to the SFO.

Hightop is also owned as to 50% by Mr. Chan Chun Keung, the husband of
Ms. Wong. Therefore, Mr. Chan Chun Keung is deemed to be interested in the
5,790,000 Shares held by Hightop and 375,000,000 Shares deemed to be held
by Ms. Wong pursuant to the SFO.

Wealthy Sea is owned as to 90% and 10% by Mr. Chau, an executive Director
and the Chairman of the Board, and Ms. Wong Mei Ling, the wife of Mr. Chau,
respectively. Ms. Wong Mei Ling is, therefore, deemed to be interested in the
225,000,000 Shares held by Wealthy Sea controlled by Mr. Chau pursuant to
the SFO.

All the above Shares were held in long positions.

Save as disclosed above, as at 31 December 2017, the Directors were
not aware of any entities or persons (other than a Director or the chief
executive of the Company) who/which had, or were deemed or taken to
have interests or short positions in the Shares or the underlying Shares,
which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or were required to be entered in
the register kept by the Company under the SFO.
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RETIREMENT BENEFIT SCHEMES/PENSION SCHEME

The Group operates a defined contribution Mandatory Provident Fund
retirement benefit scheme (the “MPF Scheme”) in Hong Kong under the
Mandatory Provident Fund Schemes Ordinance for employees who are
eligible to participate in the MPF Scheme. Contributions are made based
on a percentage of the employees’ basic salaries and are charged to profit
or loss as they become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately from those of
the Group in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed into the MPF
Scheme.

The employees of the Group’s operations in the PRC are required to
participate in the central pension schemes operated by the local municipal
governments, the assets of which are held separately from those of the
Group. Contributions are made by the Group based on a percentage of
the participating employees’ salaries and are charged to profit or loss as
they become payable in accordance with the rules of the central pension
schemes. The employer contributions vest fully once made.

Under the Indonesia Labor Law, companies are required to pay
separation, appreciation and compensation benefits to their employees
if the conditions specified in the Indonesia Labor Law are met. The
Company’s subsidiaries in Indonesia, estimate their liability for employee
service entitlement benefits in order to meet and cover the minimum
benefits requirement to be paid to employees under the Indonesia Labor
Law. For further information, please refer to note 37 to the Notes to the
Consolidated Financial Statements in this annual report.

No forfeited contributions were incurred during the Year. For further
information. please refer to note 37 to the Notes to the Consolidated
Financial Statements in this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and within
the knowledge of the Directors, the Company maintained adequate public
float (i.e. at least 25% of the issued Shares being held by the public) during
the Year and up to the date of this report.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken in the ordinary course
of business by the Group during the Year are set out in note 38 to the
Notes to the Consolidated Financial Statements in this annual report.
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CONNECTED TRANSACTIONS

During the Year, the Group has not conducted any “one-off connected
transaction” or “continuing connected transaction” (as defined under
Chapter 14A of the Listing Rules) which is subject to reporting and annual
review requirements under the Listing Rules. The transactions disclosed
in note 38 to the Notes to the Consolidated Financial Statements in this
annual report as related party transactions did not fall under the definition
of “connected transaction” or “continuing connected transaction” (as
defined under Chapter 14A of the Listing Rules) or are fully exempt
continuing connected transactions under Rule 14A.73 of the Listing Rules.

DEED OF NON-COMPETITION

Each of Ms. Chan, Mr. Chan (an executive Director and the Chief
Executive Officer), Ms. Wong, Everbest Environmental (a company
owned by Ms. Wong, Ms. Chan and Mr. Chan as to 50%, 30% and
20%, respectively), Mr. Chau (an executive Director and the Chairman)
and Wealthy Sea (a company owned as to 90% and 10% by Mr. Chau
and his wife, respectively) (collectively, the “Controlling Shareholders”)
executed a deed of non- competition (the “Deed of Non-Competition”)
in favour of the Group on 5 September 2014, pursuant to which each of
the Controlling Shareholders has unconditionally and irrevocably agreed,
undertaken to and covenanted with the Company (for itself and for the
benefits of other members of the Group) that it/he/she would not, and
would procure its/his/her close associates (other than members of the
Group) not to, directly or indirectly, either on its/his/her own account or
in conjunction with or on behalf of any person, firm or company, among
other things, carry on, participate or be interested or engaged in or acquire
or hold (in each case whether as a shareholder, director, partner, agent,
employee or otherwise, and whether for profit, reward or otherwise) any
activity or business which competes or is likely to compete, directly or
indirectly, with the business of operating wastewater treatment facilities
in the PRC by the Group as described in the Prospectus and any other
business from time to time conducted, carried on or contemplated to be
carried on by any member of the Group or in which any member of the
Group is engaged or has invested or which any member of the Group
has otherwise publicly announced its intention to enter into, engage
in or invest in (whether as principal or agent and whether undertaken
directly or through any body corporate, partnership, joint venture, or other
contractual or other arrangement).
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The Company has received from each of the Controlling Shareholders
an annual written declaration as to the compliance with the terms of the
Deed of Non-Competition during the Year. The INEDs have reviewed the
compliance by each of the Controlling Shareholders with the Deed of Non-
Competition and confirmed that the Controlling Shareholders had not
been in breach of the Deed of Non-Competition during the Year.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

Save as disclosed above, during the Year and up to the date of this report,
none of the Directors is considered to have interests in a business (apart
from the Group’s business) which competes or is likely to compete, either
directly or indirectly, with the business of the Group and has any other
conflicts of interest, as required to be disclosed under the Listing Rules.

SHAREHOLDERS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed above and in note 38 to the Notes to the Consolidated
Financial Statements in this annual report, no Shareholder had a material
interest, either directly or indirectly, in any contract of significance (whether
for the provision of services to the Company or not) to the business of the
Group to which the Company or any of its subsidiaries was a party during
the Year.

PERMITTED INDEMNITIES

Pursuant to the Articles of Association, every Director shall be entitled
to be indemnified out of the assets of the Company against all losses or
liabilities incurred or sustained by him/her as a Director in defending any
proceedings, whether civil or criminal, in which judgment is given in his/
her favour, or in which he/she is acquitted. In addition, proper insurance
coverage in respect of legal actions against the Directors’ liability has been
arranged.

TAX RELIEF

The Company is not aware of any relief on taxation available to the
Shareholders by reason of their holdings of the Shares. If the Shareholders
are unsure about the taxation implications of purchasing, holding,
disposing of, dealing in, or exercising of any rights in relation to the Shares,
they are advised to consult their professional advisers.
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EMPLOYEES AND EMOLUMENT POLICY

As at 31 December 2017, the Group had 227 (2016: 223) employees
(including the Directors). Employee costs, including Directors’
emoluments, amounted to approximately HK$20.2 million for the Year
(2016: approximately HK$12.8 million). The remuneration policy for the
Directors and senior management members is based on their experience,
level of responsibility, length of service and general market conditions. Any
discretionary bonus and other merit payments are linked to the financial
results of the Group and the individual performance of the Directors and
senior management members.

The Group provides on-the-job training where appropriate.

The Company adopted the Share Option Scheme on 5 September 2014
for the purpose of providing incentives and rewards to eligible participants
including the directors and employees of the Group.

PURCHASE, SALE AND REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s Shares listed on the Main Board of the
Stock Exchange during the Year.

CORPORATE GOVERNANCE

Details of the principal corporate governance policies and practices
adopted by the Company are set out on pages 54 to 76 of this annual
report.

REVIEW BY AUDIT COMMITTEE

The Company has established an Audit Committee in compliance with
Rule 3.21 of the Listing Rules and paragraph C.3 of the Corporate
Governance Code contained in the Listing Rules for the purpose of
reviewing and providing supervision over the Group’s financial reporting
process, risk management and internal controls. The Audit Committee
comprises four members, namely Ms. Ng (who is also the chairlady of
the Audit Committee), Mr. Ng and Mr. Sze, all being the INEDs and Mr.
Chau Chi Yan Benny, a NED. The Audit Committee has reviewed with the
Company’s management the accounting principles and practices adopted
by the Group and the annual consolidated results of the Group for the
Year.
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UPDATE ON THE DIRECTORS’ INFORMATION UNDER
RULE 13.51B(1) OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in Directors’
information since the date of the 2017 interim report of the Company are
set out below:

Mr. Chau was appointed as an independent non-executive director of Hua
Long Jin Kong Company Limited (stock code: 1682) on 19 September
2017.

Mr. Ng resigned as a non-executive director of Roma Group Limited (stock
code: 8072) on 18 December 2017.

INDEPENDENT AUDITOR

Ernst & Young resigned as the independent auditor of the Group with
effect from 29 November 2016. Deloitte Touche Tohmatsu was appointed
as the independent auditor of the Company with effect from the same
date to fill the casual vacancy following the resignation of Ernst & Young.

The Consolidated Financial Statements have been audited by Deloitte
Touche Tohmatsu, who will retire and, being eligible, offer themselves for
re-appointment at the forthcoming 2018 AGM. Having been approved by
the Board upon the Audit Committee’s recommendation, a resolution to
re-appoint Deloitte Touche Tohmatsu and to authorise the Directors to fix
their remuneration will be proposed at the forthcoming 2018 AGM.

On behalf of the Board
Chau On Ta Yuen
Chairman

Hong Kong, 23 March 2018
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Deloitte

TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of ELL
Environmental Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 105 to 227,
which comprise the consolidated statement of financial position as at
31 December 2017, the consolidated statement of profit or loss, the
consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017, 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 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.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
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.

Key audit matter

RREITER

HEFRRERERAFARRK
(RASBESEMKRZHERLR)

MEETER

s ET SR RBRMANFRHE -
RRHARNPEEVBRENEBARS
EENFH - aLFHISERMEAE
BHRAMBHRRNM L ABERRETRE
B HP T EHELEREREBNE
8.

How our audit addressed the key audit matter

RMNBJANAHBARETETHETEE

Imputed interest income on receivables under service concession arrangements

RB1FF LT T ERSTRIEEFE A

We identified recognition of imputed interest income on
receivables under service concession arrangements as a
key audit matter due to the significant estimation made
by the Group’s management.

Imputed interest income from wastewater treatment
facilities under the terms of build-operate-transfer (the
“BOT”) arrangement is recognised from time to time on
receivables under service concession arrangements on
an accrual basis using the effective interest method by
discounting the estimated future cash receipts over the
service concession period at the estimated effective
interest rate computed at initial recognition.

As disclosed in notes 5 and 16 to the consolidated
financial statements, the Group recognised imputed
interest income on receivables under service concession
arrangements of HK$15,073,000, during the year ended
31 December 2017.
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TREWFIERMHEE R BUA A 15,073,000 57T °
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Our procedures in relation to recognition of imputed
interest income on receivables under service concession
arrangements included:

° Examining the related BOT agreements entered
into between the governments and the Group
to assess the appropriateness of the related
accounting treatment adopted by the Group; and

° Evaluating the reasonableness of estimated
effective interest rate for the imputed interest
income on receivables under service concession
arrangements by benchmarking against market
data.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS Z#HZRRIEZERERAITRE

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Cont’d)

Key audit matter

BREITER

Impairment assessment of goodwill

B Rl E I

We identified impairment assessment of goodwill arising
from acquisition of businesses as a key audit matter due
to the significance of the balances to the consolidated
financial statements as a whole and the significant
judgments made by the management in assessing the
recoverable amount of the cash-generating unit (“CGU”)
comprising goodwill, which are derived from value in use
calculations using discounted cash flow model.

As at 31 December 2017, the Group has goodwill with
carrying amount of HK$42,242,000 relating to CGU
principally engaged in the biomass power generation
business in the Republic of Indonesia (the “Indonesia”)
which is subject to annual impairment assessment.
During the year ended 31 December 2017, the Group
recognised an impairment loss of HK$43,863,000.
Details are disclosed in notes 17 and 18 to the
consolidated financial statements.
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How our audit addressed the key audit matter

BRANETNMUHEARENERETRE

Our procedures in relation to impairment assessment of
goodwill included:

° Understanding the Group’s impairment
assessment process, including the impairment
model, preparation of the cash flow projections
and involvement of an independent valuer
appointed by the Group;

° Evaluating the appropriateness of impairment
model applied by the management;

U Evaluating the accuracy of the management’s
cash flow forecasts by comparing the actual
results of the CGU to the previously forecasted
results;
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS ZAHZRRERERAITKE

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Cont’d)

Key audit matter

BREITER

Impairment assessment of goodwill — continued

BE A — A

Management’s assessment of goodwill impairment
is highly judgmental and is dependent on certain
key assumptions including the discount rate, growth
rates and budgeted sales and gross margin, which
are affected by expected future market or economic
conditions, particularly those in the Indonesia.

An independent qualified professional valuer is engaged
to assess the recoverable amount of the CGU.
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How our audit addressed the key audit matter

BRAWETONMHARENSHETRE

Our procedures in relation to impairment assessment of
goodwill included:

° Assessing the reasonableness of growth rates
applied in the forecast based on historical
experiences and trends;

° Comparing the budgeted sales and gross
margin against historical performance and the
management’s business plan in respect of the
CGU; and

o Working with our internal valuation experts to
evaluate the reasonableness of discount rate
applied in the management’s cash flow forecasts.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and our
auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE 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 are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

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 solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

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

o 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.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Cont’d)

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.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

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

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

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Cont’d)

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

The engagement partner on the audit resulting in the independent auditor’s
report is Wu Ka Ming.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 March 2018

ELL ENVIRONMENTAL HOLDINGS LIMITED 2017 Annual Report

HEFRRERERAFARRK
(RASBESEMKRZHERLR)

BEHMRFESMERRAED
RiE(#)

REERIE BB AN BT - RFIHEEDR
LERH ARG BHRRNEARS
EE - AMmEKEARESFE AT
CHEMBE T RMGELER  RIPER
FERTATRFREELEE A
BimFELMERT  WRAEBHER
iR & R IB R R B EK N B & RB
BELENRARHNE - BIPDRE T EAER
EHRBBZEE -

HARBIZBMBENEAEEAR
ARHAZKE e

o)

mE e MERS AT
ME ST
BB

“E-NF=ZA=+=H



Consolidated Statement of Profit or Loss

mEBER

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

Notes 2017 2016
BEE —E—tHF —E—RF
HK$’000 HK$’000
FET FAT

Revenue EERA 5 78,964 100,317
Cost of sales SHE AR (74,120) (66,011)
Gross profit ESAll 4,844 34,306
Other income and gains E U A R s 7 8,252 11,357
Gain on disposal of a subsidiary HE—RNB A 30 6,035 —
Impairment loss on goodwill EERERE 18 (43,863) —
Administrative expenses TR (24,710) (25,172)
Finance costs BLE AR 8 (1,449) (1,969)
(Loss) profit before tax BRAAT (B518) & A 9 (50,891) 18,522
Income tax expense FrS iRz 12 (9,856) (7,029)
(Loss) profit for the year FR(EE) &= A (60,747) 11,493
(Loss) profit for the year attributable to: LA N & 5 FEILF A (EE) @l

Owners of the Company KATHEB A (61,074) 10,343

Non-controlling interests FEPERR R 327 1,150

(60,747) 11,493
HK cents &1l | HK cents /&l

(Loss) earnings per share Bk (EE) &2 A 14

— Basic — &R (5.50) 1.05

— Diluted — g (5.50) 1.05

BEBRERARAE —Z—LFFR
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meBRRHEMEEKAR

For the year ended 31 December 2017 #{E —E—+F+—H=—1—HIFF/Z

2017 2016
—E—tF T —RF
HK$’000 HK$'000
FExT FAET
(Loss) profit for the year FW(E18) & A (60,747) 11,493
Other comprehensive income Hih2EWKWA (BAX)
(expense)
Items that may be reclassified BEE I EFT DB R IRz IR -
subsequently to profit or loss:
Exchange difference arising on MEBINEBEE ZENZRE
translation of foreign operations 13,739 (28,366)
Fair value change on available-for-sale At H&ERE 2 A 7 [BEE
investments (305) 2,125
Investment revaluation reserve HE R ER AR
released upon disposal of B & Bk {#EE
available-for-sale investments (492) (819)
Item that will not be reclassified to BT BB P HEE BB -
profit or loss:
Actuarial loss of defined benefit REBARNEEI 2 IBEEE
retirement plan (21) —
Total comprehensive expense FRAZHEMAXEE
for the year (47,826) (15,567)
Total comprehensive (expense) income A N & FEMGFERN2E (F)
for the year attributable to: WA 4858 -
Owners of the Company KRAEHERB A (49,200) (15,624)
Non-controlling interests FEIEAR M AR 1,374 57
(47,826) (15,567)
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Consolidated Statement of Financial Position
mE BB R

At 31 December 2017 R —FE—+4#1+—-F=+—H

Notes 2017 2016
B 5T —E—+F —E—REF
HK$’000 HK$’'000
FExT FHEIT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment LIE =N 15 134,326 143,130
Deposits for purchase of BEYE BEARBZ2ERS
property, plant and equipment 3,408 —
Receivables under service concession  ARFSIFeF L BE T Ay FE UL 1 TE
arrangements 16 290,159 288,638
Goodwill EES 17 42,242 85,699
Available-for-sale investments AMHEHERE 19 10,311 23,383
Restricted bank deposits ZRRFIRITIF K 22 12,427 —
492,873 540,850
CURRENT ASSETS REEE
Inventories FE 554 882
Receivables under service RFS SR HE L BE T Y FE U SR T8
concession arrangements 16 28,970 30,814
Trade receivables B S EINERTE 20 6,284 2,840
Prepayments and other receivables TEA 38 K H At FE U IR 21 64,394 1,569
Income tax recoverable EIqE ey 338 405
Bank balances and cash SRITHESR IR 22 35,515 25,104
136,055 61,614
Assets classified as held for sale DEABELEEE 29 = 78,676
136,055 140,290
CURRENT LIABILITIES REBEE
Trade payables 2 S HIE 23 9,313 19,955
Other payables and accruals Hi BB R BT ER 24 5,614 4,783
Amounts due to related parties JE 1< R HS: 5 3R IE 25 6,474 6,542
Bank borrowings — due within one year $R7TER — —FRZ|H 26 30,240 32,426
Income tax payables FET TSR 4,108 122
55,749 63,828
Liabilities associated with assets OB ABRFIENEELE
classified as held for sale EREAMEE 29 = 9,848
55,749 73,676
NET CURRENT ASSETS REBEEEE 80,306 66,614
TOTAL ASSETS LESS BEERREBER
CURRENT LIABILITIES 573,179 607,464
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Consolidated Statement of Financial Position
AR

At 31 December 2017 R —FE—+4#1+—-F=4+—H

Notes 2017 2016
I —E—tF —T—RF
HK$’000 HK$’000
F#ExT FHET
CAPITAL AND RESERVES BEARRFE
Share capital % 31 111 111
Reserves i 32 492,687 541,841
Equity attributable to owners PAYNEIE SNl E
of the Company 492,798 541,952
Non-controlling interests I I Z 29,024 27,650
TOTAL EQUITY B 521,822 569,602
NON-CURRENT LIABILITIES kRBEE
Bank borrowings — due after one year  $R{TE R — — 14 5| Hf 26 8,960 —
Deferred tax liabilities R IEEE 27 33,591 31,251
Provision for major overhauls FEARBIEEE 28 8,635 6,611
Retirement benefit obligations BREANEE 37 171 —
51,357 37,862
573,179 607,464

The consolidated financial statements on pages 105 to 227 were £ 1052227 EMGA T K HRREESS
approved and authorised for issue by the Board of Directors on 23 March RZ-ZZE—N\F =8 -+ =H & K E#E

2018 and are signed on its behalf by: HlE - WA TIALTRBESE :
Chau On Ta Yuen Chan Kwan
BAZER PR E
Chairman Executive Director
*E HITEFE
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2016 L2 —F—NF+_-A=+—HIF F/Z

Attributable to owners of the Company

RAAREAELR
Share Investment Non-
Issued Share option Other Exchange  General revaluation  Retained controlling
capital  premium reserve reserve reserve reserve reserve  eamings  Sub-total interests Total
BRIRA  RMEE BRERE HpBE EIRE  -REE REERRE  REEA N FERER a5t
HK$000  HK$O00  HK$O00  HK$000  HK$000  HK$'000  HK$'000  HK$'000  HK$'000  HK$000 HK$'000
Tt TEr TEr TER  TER TEr TEn T Thr T Thn
(note 324) (note 320)
(M1 30a) (M 320)
At1 January 2016 RZE-~E-A-A % 329,547 - (31,476) 10,738 18,315 (801) 161,124 487,542 21,59 515,135
Exchange diferences arising HERNSHEE
on tranglation LEREE
of foreign operations - - - - (27.213) - - - 27213 (1,093 (28,366)
Fair value change on ARHERE DA ERS
avallable-for-sale investments - - - - - - 2125 - 2125 - 2125
Investment revaluation reserve HEAELERARER
released upon disposal of REERER
avallable-for-sale
investments - - - - - - 819 - 819 - (819
Proft for the year EREH - - - - - - - 1033 10343 1,150 11498
Total comprehensive (expense) ER2E (AR WAEE
income for the year - - - - - 136 1033 (1564 5 (15560)
Issue of shares pursuant to RENENELT
the acquistion of subsidiaries T ESS 16 79,484 - - - - - - 79,500 - 79,500
Recogniton of equty-setfied DEREEER
share-based payments OIES - - 54 - - - - - 54 - 54
Transfer o general reserve Er i - - - - - 2282 - 2.289) - - -
Final dividend — 2016 FERE——F-7%F - - - - - - - (9,520 (9,520 - (9,620
16 79484 54 - - 2,282 - (11,802 70,034 - 70,034
At 31 December 2016 RIE-1E
T-A=1+-H il 409,031 54 (31,476) (16,535) 20,597 505 159,665 541,952 27,650 569,602
BRERRERERLAT —T—+FFRK
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Consolidated Statement of Changes in Equity
mEERBER

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

Attributable to owners of the Company

FRRERARLE
Share Investment Non-
Issued Share option Other Exchange  General revaluation  Retained controlling
capital  premium reserve  reserve  reserve reserve reserve  earnings  Sub-total interests Total
BEARA  RGEE BRERE HbEE ENGE  -REG REEGRE  REEA N EERER Eh
HK$000  HKS000  HK$000  HK$'000  HK$000  HKS000  HKS000  HKS000  HKS000  HK$000 HK$'000
Thr  TAr TR TEnr  TEr  TEr TEr  TAr TEn  TER T
(note 324) (note 320)
(M5 30a) (HiEa20)
Exchange diferences arising REENEREE
on tranglation LERES
of foreign operations - - - - 12,692 - - - 12,692 1,047 13,739
Fair value change on TREERE D EED
avallable-for-sale investments - - - - - - (305) - (308) - (308)
Investment revaluation reserve HETREERARER
released upon disposal of FAEMGRE
avallable-for-sale investments - - - - - - (492 - (492 - (492)
Actuarial loss of defined benefit RERMEMTE
refirement plan LREFR - - - - - - - 1) 1) - @1)
(Loss) proft for the year Eault 7 Yl - - - - - - - (61074 (61,074 327 (60,747)
Total comprehensive income ER2ENA(FR) 68
(expensg) for the year - - - - 12,692 - (797) (61,095 (49,200 1,374 (47,826)
Recogntion of equty-settled BANEREEE
share-based payments OGS - - 46 - - - - - 46 - 4%
Transfer to general reserve EHE-fRE - - - - - 408 = (408) = = =
- - 46 - - 408 - (408) 46 - 46
At 31 December 2017 RIE-t%
TZAz1+-A 11 409,031 100 (31,476) (3843) 21,005 292 98162 492,798 29,024 521,822
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

2017 2016
—E—+tF —ZE-REF
HK$’000 HK$'000
FET FHET
Operating activities KSR
(Loss) profit before tax bR AT (B518) & A (50,891) 18,522
Adjustments for: HUATRIBELFZ
Bank interest income RITHFBULA (260) (78)
Interest income from available-for-sale  AJ &% & A9 F B U A
investments (501) (4,725)
Depreciation of property, plant Wz - BB MEETE
and equipment 12,402 2,513
Depreciation of assets classified DERABIELEEENE
as held for sale 11 —
Provision for major overhauls BRI EE 1,349 1,616
Share-based payments E R BTk 46 54
Finance costs ELE= VDN 1,449 1,969
Gains on disposal of available-for-sale  H&E At HERE RIS
investments (492) 819
Gain on disposal of a subsidiary HE—MHB AR (6,035) —
Impairment loss on goodwill e EE R 43,863 —
Contribution to defined benefit FLE RN RIRET SR
retirement plans 152 —
Fair value loss of a derivative MTESRIAENAREEE
financial instrument
— a transaction not designated —RIEERBEHNZS
as a hedge - (1,231)
1,093 17,821
Decrease in inventories FERY 356 90
Decrease (increase) in receivables under FRIGIHFFFEZHE T HY
service concession arrangements FEWRIER A (3 h0) 21,298 (26,901)
(Increase) decrease in trade receivables & 5 fE UL IE (3E0) ik 4> (3,444) 2,600
Decrease in prepayments and TE A FRI8 K H Ath W R IR R
other receivables (1,828) (2,740)
(Decrease) increase in trade payables & 5 & 70 (4> ) 30 (11,596) 2,884
Increase (decrease) in other payables — Hth JE{H 518 M fERT & AN CRld)
and accruals 1,458 (15)
Cash from (used in) operations KEEE (FR) MRS 7,337 (6,261)
Income tax refunded RIS - 764
Income tax paid ERFER (5,470) (3,033)
Net cash used in operating activities &% EEFEHANRE T 1,867 (8,530)

BEBRBRARAT —T—+FER
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Consolidated Statement of Cash Flows

1|V_\/E\ IE' ﬁ\;ﬁ% %

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

2017 2016
—E—+tF ZE—RF
HK$°000 HK$’000
FET FAET
Investing activities BREEE
Purchases of property, plant BEWE - BERE&E
and equipment (3,024) (3,523)
Proceeds from disposal of property, HEME - BFE &EFERFTSHIE
plant and equipment 80 —
Deposits for purchase of BEYE  BELRBZZS
property, plant and equipment (3,408) —
Net cash inflow from disposal HE—RHHBARRRSRAFE
of a subsidiary (note 30) (MF5E30) 2,883 —
Acquisition of subsidiaries U B B B 2 B - (85,082)
Advance to Weal Union Group ST EEEE RN - (58,196)
Purchases of available-for-sale investments B & A] it H & 1% & (10,601) (31,419)
Proceeds on disposal of HEAHHERENMEHKIE
available-for-sale investments 23,632 116,978
Interest received from available-for-sale & Ug A] &R E T &
investments 1,022 4,614
Realised gain on a derivative financial ~ $T4£ &R T AME BIRWES
instrument - 437
Placement of restricted bank deposits 7 & X R HI$RITIER (12,427) —
Bank interest received 2 HERITA S 260 78
Net cash used in investing activities REFEFRANREFE (1,583) (56,113)
Financing activities REEE
New bank borrowings raised ¥ridaiRITER 11,200 —
Repayments of bank borrowings BBIRITIEK (4,497) (2,781)
Repayment from a related party — R IR (68) —
Advance from a related party —H R B - 38,595
Advance to a related party ST R RN - (16,595)
Interest paid EHE (1,034) (1,270)
Dividends paid EfARE - (9,520)
Net cash from financing activities BE EZBHELNREFE 5,601 8,429
Net increase (decrease) in ReRBEEZEY
cash and cash equivalents (R B 5,885 (56,214)
Cash and cash equivalents at FNEERESEEY
beginning of the year 29,085 87,763
Effect of foreign exchange rate changes, JMNEME RESHHFE  F5
net 545 (2,464)
Cash and cash equivalents atend FFREESRESEEY
of the year 35,515 29,085
Represented by: IE -
Bank balances and cash RITHEBR LIRS 35,515 25,104
Bank balances and cash classified SEABIELENIRITEHR LIRS
as held for sale - 3,981
35,515 29,085
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

GENERAL

ELL Environmental Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company with
limited liability and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office of the Company is PO Box 309, Ugland House,
Grand Cayman, KY1-1104, Cayman Islands and the principal place
of business of the Company is Units 1-3, 11th Floor, Westlands
Centre, 20 Westlands Road, Hong Kong.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$”), which is also the functional currency of the
Company.

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in note 41.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

AMENDMENTS TO HKFRSs THAT ARE MANDATORILY
EFFECTIVE FOR THE CURRENT YEAR

The Company and its subsidiaries (the “Group”) has applied the
following amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) for the first time
in the current year:

Disclosure Initiative

BKEE

Amendments to HKAS 7
BAGHENE TR BT
Amendments to HKAS 12
BERGFTERE 1298 285
Amendments to HKFRS 12

2.

2014 — 2016 Cycle

BEREREERE 1258 2 £7]

Except as described below, the application of the amendments
to HKFRSs in the current year has had no material impact on the
Group’s financial performance and positions for the current and
prior years and/or on the disclosures set out in these consolidated
financial statements.

tERBBMBHRELER
FREUEZ — 8D

—RER

BERRERBRAB(AR
A R—HERSESTMRT
WERREREE LR - EEKH
REBBE XS ARA G ([
RFT]) £ e ARQRE)
= 57 #h 1k A PO Box 309, Ugland
House, Grand Cayman, KY1-
1104, Cayman Islands * N2 A1H)
FELEMBUNEEERI20
SREMRLI1E13E -

e BmRAET(ET]
B BILIRARRNEEH -

ARBRREEBR AR - HXT B
B ARME R EEENMIGE4T -

BRAMTRESITEEME
BREHA(FEEMEREE
Al

REFERFENZEEMBE
HEERIZEET

RAFE  NABRENE R A
(el [AEE D2 BEREBAT
MEBGAE (BB
RE BB Z BBV EREEL
ZIERT -

Recognition of Deferred Tax Assets for Unrealised Losses
AABE B BRERRLTHBEEE
As part of the Annual Improvements to HKFRSs

| T —MEE T — < FEH

BRTEIN  RAFERARE
IR EEA ZAEFTH AR EE AR
FE NGB EFEO T HRE MR
AR SR A SRR AT
MEBELEEATE

BEBRERERARA —T LEFH

113



114

Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

AMENDMENTS TO HKFRSs THAT ARE MANDATORILY
EFFECTIVE FOR THE CURRENT YEAR (Cont’d)

AMENDMENTS TO HKAS 7 DISCLOSURE INITIATIVE

The Group has applied these amendments for the first time in
the current year. The amendments require an entity to provide
disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both
cash and non-cash changes. In addition, the amendments also
require disclosures relating to changes in financial assets if cash
flows from those financial assets were, or future cash flows will be
included in cash flows from financing activities.

Specifically, the amendments require the following to be disclosed: (i)
changes from financing activities; (i) changes arising from obtaining
or losing control of subsidiaries or other businesses; {iii) the effect of
changes in foreign exchange rates; (iv) changes in fair values; and (v)
other changes.

A reconciliation between the opening and closing balances of
these items is provided in note 42. Consistent with the transition
provisions of the amendments, the Group has not disclosed
comparative information for the prior year. Apart from the additional
disclosure in note 42, the application of these amendments has
had no impact on the Group’s consolidated financial statements.

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

RRAMIIREBITEEME
BEEA((FeMEHREE
Al (#)

REFEERNERZEEMBE
HHERAZIERT (#F)

BRI RS TR RES
2

AEERAFEHEREAZFE
Al e RFERBREBREHNE
B SERMBREROALE
NHEREETSMELRENE
H(BRREMFRCER) - 1
Sh - ZFERINER  EE®E
ENRERECKHERKE S
MEREFTARBE TR

CERARBEAMTMEE

8
il

Z filn
]

/I

BBEME  ZZEBITERKEBEET
PIEIE : (\REEIEEMEE) ; (i) EX
BERAENB AR sk E b ERIE
HIREFTS| KB H BB ¢ (i) FNEE PE R
BEOTE: ((WALENES:
% (v) b E) o

BRZERE R MAREHRZ
HIRH NI 42 - RIBZZEET
EEIR  REELEPE S
FOHLBRER - BRENHE420
BIMEESN  BAZFERTEA
SENGEMHRRALBELZE

ERERKERZHITRIERS
AERMEGEEER

AEEAW KRR EA T BM
B REMZHR REERT BB
MHRE LR -

HKFRS 9 Financial Instruments'
BBV EERFE W TR T A"
HKFRS 15 Revenue from Contracts with Customers and

the related Amendments'

BEFPAHRARMBRIER]

BBMBEIEERF 1657
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Notes to the Consolidated Financial Statements
e HRMEE

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

APPLICATION OF NEW AND REVISED HONG KONG 2. BRAMITIREETTEBME
FINANCIAL REPORTING STANDARDS (“HKFRSs”) REEN(FEEMERSE
(Cont’d) A1) (%)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET EEGERREMZIHITREE
EFFECTIVE (Cont’d) RAIERMGHREER(F)
HKFRS 16 Leases?

BB EERIE 165 N

HKFRS 17 Insurance Contracts*

BB REERFE 175
HK(FRIC) — Int 22

&8 (BRMERERERZES) —

BREE 225
HK(FRIC) — Int 23

o (BRMEHRERERES) —

2R 235
Amendments to HKFRS 2

BBV EERE 25 21EF]
Amendments to HKFRS 4

FRWHREERE 458 2(ERT

Amendments to HKFRS 9
BN BHREERE %R EF]
Amendments to HKFRS 10
and HKAS 28
BEBMBHREERNE 105 R
BB G ERE 285k 2187
Amendments to HKAS 28
B ERE 285 2 185]
Amendments to HKAS 28

FB G ERIE 2857 Z(ER]

Amendments to HKAS 40
BAGERE 405 2 1&85]
Amendments to HKFRSs
BB BMEER ZEET

! Effective for annual periods beginning on or after 1 January 2018. !

Riaa 4
Foreign Currency Transactions and Advance Consideration’

SN X 5 IR B

Uncertainty over Income Tax Treatments?
FRiS T ERIE 2 THEE R % 2

Classification and Measurement of Share-based Payment
Transactions'

ERRGOBONRZ SN BE RS

Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts!

HEBMBIMEEAE 45 RIS 4] A
BEAMBHREENFEIR [T A

Prepayment Features with Negative Compensation?

REBEFFMREHE?

Sale or Contribution of Assets between an Investor and

its Associate or Joint Venture®
KEEBRABENRSEERRIZHzEERES/TES

Long-term Interests in Associates and Joint Ventures?

REFE AR e EPENRER?

As part of the Annual Improvements to HKFRSs
2014 — 2016 Cycle!

ERBRMBRELEN _ZE—MOFE_T—RFiEH
FEBE L —#5

Transfers of Investment Property!

ERREYFR

Annual Improvements to HKFRSs 2015 — 2017 Cycle?

BAVBHREEN S -—AFE Tt F AR FEGHE?

R-ZE—N\F—A—HHZIEFH

PR S BRI AE AR -
2 Effective for annual periods beginning on or after 1 January 2019. 2 RZE-NF—A—H=2ER
PR S BRI AE AR -
8 Effective for annual periods beginning on or after a date to be 8 R EEE BBk 2 @R FE
determined. HAR AR -
4 Effective for annual periods beginning on or after 1 January 2021. 4 RZEZ—F—A—H= &R
PR S BRI AE AR -

BEBRERARAE —Z—LFFR
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE (Cont’d)

HKFRS 9 FINANCIAL INSTRUMENTS

HKFRS 9 introduces new requirements for the classification and
measurement of financial assets, financial liabilities, general hedge
accounting and impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to the Group are:

° all recognised financial assets that are within the scope of
HKFRS 9 are required to be subsequently measured at
amortised cost or fair value. Specifically, debt investments
that are held within a business model whose objective is to
collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest
on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business
model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that
have contractual terms that give rise on specified dates to
cash flows that are solely payments of principal and interest
on the principal amount outstanding, are generally measured
at fair value through other comprehensive income (“FVTOCI”).
All other financial assets are measured at their fair value at
subsequent accounting periods. In addition, under HKFRS
9, entities may make an irrevocable election to present
subsequent changes in the fair value of an equity investment
(that is not held for trading) in other comprehensive income,
with only dividend income generally recognised in profit or
loss.

ELL ENVIRONMENTAL HOLDINGS LIMITED 2017 Annual Report

2.

RRAMIIREBITEEME
BEEA((FeMEHREE
Al (#)

ERfERKERZHITRIES
AIERMGREER (F)

BEMBRELAEIREMTA

EREVBREERFEIRSIAFH
TREE RAEEN—REH
SRTBEIED ERETEZHRE N
KNEREEZBERE °

FRYBHREERFE ISR EAREE
Mz EERE

. BEBMBHREERIE O
HEANMBERRTRE
EHRABBHEAAIR
REFE.HFHE BH
RBEBENREREZE
BEARNFTEAREHR
EREABRBINEAE R
REBREFEZEHK
B —REERETHE
BERZEENANTE -
BEAREKRA RS
MEMBESREEZE
BEARNFEARE DIE
REREEBHELEZR
EREBAEASIXNAER
RAEBASHBZEBTL
B —REAAEFAR
b2 E WA (TR AR AR
AEMEEBRADE-
PrEEMEMEERAER
SRz ARENE-
AN RIFF AW B RS
ZERIEOS - HEARETH
I 8 B E 2 E
AZTA FEFFIEE BAE
BREZHERRAAEE
¥ —RfEE B SRS
YA



Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE (Cont’d)

HKFRS 9 FINANCIAL INSTRUMENTS (Cont’d)

o in relation to the impairment of financial assets, HKFRS
9 requires an expected credit loss model, as opposed to
an incurred credit loss model under HKAS 39 Financial
Instruments: Recognition and Measurement. The expected
credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses
at each reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer necessary
for a credit event to have occurred before credit losses are
recognised.

Classification and measurement

Loans and receivables carried at amortised cost as disclosed
in note 35 are held within a business model whose objective is
to collect the contractual cash flows that are solely payments of
principal and interest on the principal outstanding. Accordingly,
these financial assets will continue to be subsequently measured at
amortised cost upon the application of HKFRS 9;

Listed debt instruments classified as available-for-sale investment
carried at FVTOCI as disclosed in note 19 qualifies for designation
as measured at FVTOCI under HKFRS 9. The fair value losses
accumulated in the investment revaluation reserve amounting
to HK$292,000 as at 31 December 2017, it will continue to be
measured at FVTOCI as the Group held these bonds for sales and
to collect the contractual cash flows that are solely payments of
principal and interest.

BRI REBIEEME
BEEN(EFBMEEEE
R (#)

ERMERKRERZHETRIEE
RIERMEGEEER ()

BEMBRELERFEOREHMTA
(&

. PEMEERMEMNS &
BB GFEREIR T
TA: #RMFAEERETE
EFEEBEREAAR
FREMBHREERNEINR
RERABABEEERE
A BHEEERRAR
REBRNEHERAHNKE
HEEBEBRLZEEYE
ERBEZEPIAR UR
BR1= B B B 1) 2 #E R A
KzB- 052 HA
BEUERLEEEEMFA®E

RIEHBHA -
PR E

P 5% 35 FfT 3¢ B8 1R B SR AR DI B Y
ERREWHE  mEBRRK
B2 RHAEERS KA SR
MAE NIRRT RENEHEAMF
Bl WESREERSKIE
REBM G HREERE OSRIRAE
RESHRAAGTE

BRIED B R ELERFIH -
M9 ED B AR AR ESR
AHMEERATIER ] H#HE
REN T EBIEAERIET
BEAREFAEMEZEYR A
E-RZE—tF+ZA=+—
H BREEHREBENRFTAAE
E518/5292,0008 7T © ARAAEE
iz EEHFFIELE RKEUER
SRS RFENFHEHRS
nE - EBEERAREFAR
thEmURAE -

BEBRERARAE —Z—LFFR
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE (Cont’d)

HKFRS 9 FINANCIAL INSTRUMENTS (Cont’d)

Classification and measurement (Cont’d)

All other financial assets and financial liabilities will continue to be
measured on the same bases as are currently measured under
HKAS 39.

Impairment

In general, the directors of the Company anticipate that the
application of the expected credit loss model of HKFRS 9 will
result in earlier provision of credit losses which are not yet incurred
in relation to the Group’s financial assets measured at amortised
costs and other items that subject to the impairment provisions
upon application of HKFRS 9 by the Group.

Based on the assessment by the directors of the Company, they
anticipate that the application of the HKFRS 9 will have no material
impacts on the results and the financial position of the Group.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE (Cont’d)

HKFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS

HKFRS 15 was issued which establishes a single comprehensive
model for entities to use in accounting for revenue arising from
contracts with customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18 Revenue, HKAS
11 Construction Contracts and the related interpretations when it
becomes effective.

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those goods or
services. Specifically, the standard introduces a 5-step approach to
revenue recognition:

° Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the contract

° Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance

obligations in the contract

° Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation

BRI REBIEEME
BEEN(EFBMEEEE
R (#)

ERMERKRERZHETRIEE
RIERMEGEEER ()

BEBMBRELNEIGHREFS
WA

MHBEBMEREENFE15RE
EHEE-—2AEAHERAE
BEEPANMELEERAA
BRe —EER BEAVHREE
AIEABRAS IR IR 2 2R IWA
FERIES - BREB G ERS
18R MA - BEGHELE
1 SREEA A R AERREE -

FRMBHRELENE 155 220
RAISERBER L XBANER
MR FERAAE SRS -
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE (Cont’d)

HKFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS
(Cont’d)

Under HKFRS 15, an entity recognises revenue when (or as)
a performance obligation is satisfied, i.e. when ‘control’ of the
goods or services underlying the particular performance obligation
is transferred to the customer. Far more prescriptive guidance
has been added in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in relation
to the identification of performance obligations, principal versus
agent considerations, as well as licensing application guidance.

The directors of the Company anticipate that the application of
HKFRS 15 in the future may result in more disclosures, however,
the directors of the Company do not anticipate that the application
of HKFRS 15 will have a material impact on the timing and amounts
of revenue recognised in the respective reporting periods.

HKFRS 16 LEASES

HKFRS 16 introduces a comprehensive model for the identification
of lease arrangements and accounting treatments for both lessors
and lessees. HKFRS 16 will supersede HKAS 17 Leases and the
related interpretations when it becomes effective.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE (Cont’d)

HKFRS 16 LEASES (Cont’d)

HKFRS 16 distinguishes lease and service contracts on the basis of
whether an identified asset is controlled by a customer. Distinctions
of operating leases and finance leases are removed for lessee
accounting, and is replaced by a model where a right-of-use asset
and a corresponding liability have to be recognised for all leases
by lessees, except for short-term leases and leases of low value
assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions) less
accumulated depreciation and impairment losses, adjusted for
any remeasurement of the lease liability. The lease liability is initially
measured at the present value of the lease payments that are
not paid at that date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the impact of lease
modifications, amongst others.

In contrast to lessee accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17, and
continues to require a lessor to classify a lease either as an
operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 December 2017, the Group does not have non-
cancellable operating lease commitments.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Cont’d)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE (Cont’d)

HKFRS 16 LEASES (Cont’d)

In addition, the Group currently considers refundable rental deposits
paid of HK$45,000 as rights under leases to which HKAS 17
applies. Based on the definition of lease payments under HKFRS
16, such deposits are not payments relating to the right to use
the underlying assets, accordingly, the carrying amounts of such
deposits may be adjusted to amortised cost and such adjustments
are considered as additional lease payments. Adjustments to
refundable rental deposits paid would be included in the carrying
amount of right-of-use assets.

Furthermore, the application of new requirements may result in
changes in measurement, presentation and disclosure as indicated
above.

Except as described above, the directors of the Company
anticipate that the application of the other new and revised
HKFRSs will have no material effect on the consolidated financial
statements.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis, except for certain financial instruments, which
are measured at fair values at the end of each reporting period, as
explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

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, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability,
the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis,
except for share-based payment transactions that are within the
scope of HKFRS 2 Share-based Payment, leasing transactions that
are within the scope of HKAS 17 Leases, and measurements that
have some similarities to fair value but are not fair value, such as
net realisable value in HKAS 2 Inventories or value in use in HKAS
36 Impairment of Assets.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,
either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 &% —F—+4#+ - A=+—HIFF/&F

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
and its subsidiaries. Control is achieved when the Company:

° has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

° has the ability to use its power to affect its returns.

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 listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in
the consolidated statement of profit or loss from the date the Group
gains control until the date when the Group ceases to control the
subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BUSINESS COMBINATIONS

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value at the
acquisition date, except that:

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 Income Taxes
and HKAS 19 Employee Benefits respectively;

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to replace
share-based payment arrangements of the acquiree are
measured in accordance with HKFRS 2 Share-based
Payment at the acquisition date; and

° assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BUSINESS COMBINATIONS (Cont’d)

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net amounts of the identifiable
assets acquired and the liabilities assumed as at acquisition date.
If, after re-assessment, the net of the acquisition-date amounts of
the identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value of the
acquirer’s previously held interest in the acquiree (if any), the excess
is recognised immediately in profit or loss as a bargain purchase
gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the relevant
subsidiary’s net assets in the event of liquidation are initially
measured at the non-controlling interests’ proportionate share of
the recognised amounts of the acquiree’s identifiable net assets
or at fair value. The choice of measurement basis is made on a
transaction-by-transaction basis.

GOODWILL

Goodwill arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies
of the combination, which represent the lowest level at which the
goodwill is monitored for internal management purposes and not
larger than an operating segment.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
GOODWILL (Cont’d)

A cash-generating unit (or groups of cash-generating units) to
which goodwill has been allocated is tested for impairment annually,
or more frequently whenever there is indication that the unit may
be impaired. For goodwill arising on an acquisition in a reporting
period, the cash-generating unit (or groups of cash-generating
units) to which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable amount
of the cash-generating unit is less than the carrying amount of the
unit, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other
assets of the unit pro rata on the basis of the carrying amount of
each asset in the unit (or groups of cash-generating units).

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the amount
of profit or loss on disposal (or any of the cash-generating unit
within group of cash generating units in which the Group monitors
goodwill).
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
NON-CURRENT ASSETS HELD FOR SALE

Non-current assets and disposal groups are classified as held for
sale if their carrying amount will be recovered principally through a
sale transaction rather than through continuing use. This condition
is regarded as met only when the asset (or disposal group) is
available for immediate sale in its present condition subject only
to terms that are usual and customary for sales of such asset (or
disposal group) and its sale is highly probable. Management must
be committed to the sale, which should be expected to qualify for
recognition as a completed sale within one year from the date of
classification.

When the Group is committed to a sale plan involving loss of
control of a subsidiary, all of the assets and liabilities of that
subsidiary are classified as held for sale when the criteria described
above are met, regardless of whether the Group will retain a non-
controlling interest in its former subsidiary after the sale.

Non-current assets (and disposal groups) classified as held for sale
are measured at the lower of their previous carrying amount and
fair value less costs to sell.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration received
or receivable. Revenue is reduced for estimated customer returns,
rebates and other similar allowances.

Revenue is recognised when the amount of revenue can be reliably
measured; when it is probable that future economic benefits will
flow to the Group and when specific criteria have been met for
each of the Group’s activities, as described below.

The Group’s policy for the recognition of revenue from construction
services is described in the accounting policy for construction
contracts below.

Service income, including that from operating service provided
under service concession arrangements, is recognised when
services are provided.

Sales of electricity generated from biomass power plants is
recognised when the goods and services are delivered.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established.

Interest income is accrued on a time apportionment basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial
recognition.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
CONSTRUCTION CONTRACTS

Where the outcome of a construction contract including
construction or upgrade services of the infrastructure under a
service concession arrangement can be estimated reliably, revenue
and costs are recognised in profit or loss by reference to the stage
of completion of the contract activity at the end of the reporting
period as measured by the proportion that the value of work
performed to date to the estimated total contract costs. Variations
in contract work, claims and incentive payments are included to the
extent that the amount can be measured reliably and its receipts is
considered probable.

Where the outcome of a construction contract cannot be estimated
reliably, contract revenue is recognised to the extent of contract
costs incurred that it is probable will be recoverable. Contract
costs are recognised as expenses in the period in which they are
incurred.

When it is probable that total contract costs will exceed total
contract revenue, the expected loss is recognised as an expense
immediately.

When a contract covers a number of assets, the construction
of each asset is treated as a separate contract when separate
proposals have been submitted for each asset, each asset has
been separately negotiated and the costs and revenues of each
asset can be separately identified. A group of contracts, performed
concurrently or in a continuous sequence, is treated as a single
construction contract when the contracts were negotiated as
a single package and they are so closely inter-related that they
constitute a single project with an overall profit margin.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
CONSTRUCTION CONTRACTS (Cont’d)

Where contract costs incurred to date plus recognised profits less
recognised losses exceed progress billings, the surplus is shown
as amounts due from customers for contract work. For contracts
where progress billings exceed contract costs incurred to date
plus recognised profits less recognised losses, the surplus is
shown as amounts due to customers for contract work. Amounts
received before the related work is performed are included in
the consolidated statement of financial position, as a liability, as
advances received. Amounts billed for work performed but not yet
paid by the customer are included in the consolidated statement of
financial position under trade and other receivables.

LEASING

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

Operating lease payments are recognised as an expense on a
straight line basis over the term of the relevant lease.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability. The
aggregate benefit of incentives is recognised as a reduction of
rental expense on a straight line basis.

Land rights held under capitalised finance lease are included in
property, plant and equipment and not depreciated.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
LEASEHOLD LAND AND BUILDING

When a lease includes both land and building elements, the Group
assesses the classification of each element separately based on the
assessment as to whether substantially all the risks and rewards
incidental to ownership of each element have been transferred to
the Group, unless it is clear that both elements are operating leases
in which case the entire lease is classified as an operating lease.
Specifically, the minimum lease payments (including any lump-sum
upfront payments) are allocated between the leasehold land and
the building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element at the
initial recognition.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortised over
the lease term on a straight-line basis. When the lease payments
cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease.

FOREIGN CURRENCIES

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are re-translated
at the rates prevailing at that date. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not re-
translated.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FOREIGN CURRENCIES (Cont’d)

Exchange differences arising on the settlement of monetary items,
and on the re-translation of monetary items, are recognised in profit
or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s operations are
translated into the presentation currency of the Group (i.e. Hong
Kong dollars) using exchange rates prevailing at the end of each
reporting period. Income and expenses items are translated at
the average exchange rates for the period. Exchange differences
arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of exchange reserve
(attributed to non-controlling interests as appropriate).

On the disposal of a foreign operation (that is, a disposal of the
Group’s entire interest in a foreign operation, or a disposal involving
loss of control over a subsidiary that includes a foreign operation,
or a partial disposal of an interest in a joint arrangement or an
associate that includes a foreign operation of which the retained
interest becomes a financial asset), all of the exchange differences
accumulated in equity in respect of that operation attributable to
the owners of the Company are reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation are treated as assets
and liabilities of that foreign operation and translated at the rate of
exchange prevailing at the end of each reporting period. Exchange
differences arising are recognised in other comprehensive income.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BORROWING COSTS

Borrowing costs are recognised in profit or loss in the period in
which they are incurred.

GOVERNMENT GRANTS

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching
to them and that the grants will be received.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

RETIREMENT BENEFIT OBLIGATIONS

Payments to defined contribution retirement benefit schemes
including state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme (“MPF Scheme”) are
recognised as expenses when employees have rendered service
entitling them to the contributions.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
RETIREMENT BENEFIT OBLIGATIONS (Cont’d)

For defined benefit retirement benefit plans, the cost of providing
benefits is determined using the projected unit credit method, with
actuarial valuations being carried out at the end of each annual
reporting period. Remeasurement, comprising actuarial gains and
losses, the effect of the changes to the asset ceiling (if applicable)
and the return on plan assets (excluding interest), is reflected
immediately in the consolidated statement of financial position with
a charge or credit recognised in other comprehensive income in the
period in which they occur. Remeasurement recognised in other
comprehensive income is reflected immediately in retained earnings
and will not be reclassified to profit or loss. Past service cost is
recognised in profit or loss in the period of a plan amendment. Net
interest is calculated by applying the discount rate at the beginning
of the period to the net defined benefit liability or asset.

Defined benefit costs are categorised as follows:

° service cost (including current service cost, past service
cost, as well as gains and losses on curtailments and
settlements);

° net interest expense or income; and

° remeasurement.

The Group presents the first two components of defined benefit
costs in profit or loss in the line item. Curtailment gains and losses
are accounted for as past service costs.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
RETIREMENT BENEFIT OBLIGATIONS (Cont’d)

The retirement benefit obligation recognised in the consolidated
statement of financial position represents the actual deficit or
surplus in the Group’s defined benefit plans. Any surplus resulting
from this calculation is limited to the present value of any economic
benefits available in the form of refunds from the plans or reductions
in future contributions to the plans.

A liability for a termination benefit is recognised at the earlier of
when the Group entity can no longer withdraw the offer of the
termination benefit and when it recognises any related restructuring
costs.

SHORT-TERM AND OTHER LONG-TERM EMPLOYEE BENEFITS

Short-term employee benefits are recognised at the undiscounted
amount of the benefits expected to be paid as and when
employees rendered the services. All short-term employee benefits
are recognised as an expense unless another HKFRS requires or
permits the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees (such as
wages and salaries, annual leave and sick leave) after deducting
any amount already paid.

Liabilities recognised in respect of other long-term employee
benefits are measured at the present value of the estimated future
cash outflows expected to be made by the Group in respect of
services provided by employees up to the reporting date. Any
changes in the liabilities’ carrying amounts resulting from service
cost, interest and remeasurements are recognised in profit or loss
except to the extent that another HKFRS requires or permits their
inclusion in the cost of an asset.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
SHARE-BASED PAYMENT TRANSACTIONS
EQUITY-SETTLED SHARE-BASED PAYMENT TRANSACTIONS
Share options granted to employees

Equity-settled share-based payments to employees and others
providing similar services are measured at the fair value of the
equity instruments at the grant date.

The fair value of the equity-settled share-based payments
determined at the grant date without taking into consideration of
all non-market vesting condition is expensed on a straight-line
basis over the vesting period, based on the Group’s estimate of
equity instruments that will eventually vest, with a corresponding
increase in equity (share option reserve). At the end of each
reporting period, the Group revises its estimate of the number of
equity instruments expected to vest based on assessment of all
relevant non-market vesting conditions. The impact of the revision
of the original estimates, if any, is recognised in profit or loss such
that the cumulative expense reflects the revised estimate, with a
corresponding adjustment to the share option reserve.

When share options are exercised, the amount previously
recognised in share option reserve will be transferred to share
premium. When the share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be transferred to
retained earnings.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 &% —F—+4#+ - A=+—HIFF/&F

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
TAXATION

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit before tax as reported in the
consolidated statement of profit or loss because of income or
expense that are taxable or deductible in other years and items
that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary differences
to the extent that it is probable that taxable profit will be available
against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting
profit. In addition, deferred tax liabilities are non-recognised if the
temporary difference arises from the initial recognition of goodwiill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments
and interests are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
TAXATION (Cont’d)

The carrying amount of deferred tax assets is reviewed at the end
of the 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 asset to be recovered.

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

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Company expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 &% —F—+4#+ - A=+—HIFF/&F

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment held for use in the production or
supply of goods or services, or for administrative purposes are
stated in the consolidated statement of financial position at cost
less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Properties in the course of under construction for production,
supply or administrative purposes are carried at cost, less any
recognised impairment loss. Costs include professional fees and,
for qualifying assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Plant under construction
are classified to the appropriate categories of property, plant
and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended
use.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment other than plant under construction
less their residual values over their estimated useful lives, using the
straight line method. The estimated useful lives, residual values
and depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on
a prospective basis.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property, plant and equipment
is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

IMPAIRMENT ON TANGIBLE ASSETS OTHER THAN
GOODWILL (SEE THE ACCOUNTING POLICY IN RESPECT
OF GOODWILL ABOVE)

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of
the impairment loss (if any).

When it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs. When a
reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation
basis can be identified.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. 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 (or a cash-
generating unit) for which the estimates of future cash flows have
not been adjusted.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

IMPAIRMENT ON TANGIBLE ASSETS OTHER THAN
GOODWILL (SEE THE ACCOUNTING POLICY IN RESPECT
OF GOODWILL ABOVE) (Cont’d)

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced to
its recoverable amount. In allocating the impairment loss, the
impairment loss is allocated first to reduce the carrying amount of
any goodwill (if applicable) and then to the other assets on a pro-
rata basis based on the carrying amount of each asset in the unit.
The carrying amount of an asset is not reduced below the highest
of its fair value less costs of disposal (if measurable), its value in
use (if determinable) and zero. The amount of the impairment loss
that would otherwise have been allocated to the asset is allocated
pro rata to the other assets of the unit. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in profit or
loss.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
SERVICE CONCESSION ARRANGEMENTS

Consideration received or receivable by the Group for the provision
of construction service in a service concession arrangement is
recognised at its fair value as a financial asset.

When the Group has an unconditional contractual right to receive
cash or another financial asset from or at the direction of the
grantor for the construction services and the grantor has little, if
any, discretion to avoid payment, usually because the agreement
is enforceable by law, it recognises a financial asset under loans
and receivables at fair value upon initial recognition. Subsequent
to initial recognition, the financial asset is carried at amortised cost
using the effective interest method, less any identified impairment
losses.

INVENTORIES

Inventories, representing raw materials, are stated at the lower of
cost and net realisable value. Cost of inventories are determined
on a first-in, first-out method. Net realisable value represents the
estimated selling price less all costs necessary to make the sale.

PROVISIONS

Provisions are recognised when the Group has a present obligation
(legal or constructive) as a result of a post event, it is probable that
the Group will be required to settle that obligation, and a reliable
estimate can be made of the account of the obligation.

The amount recognised as a provision, including those arising
from the contractual obligation specified in the service concession
arrangement to maintain or restore the infrastructure before it is
handed over to the grantor, is the best estimate of the consideration
required to settle the present obligation at the end of the reporting
period, taking into account the risks and uncertainties surrounding
the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is
the present value of those cash flows (where the effect of the time
value of money is material).
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of the
instruments.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

FINANCIAL ASSETS

Financial assets are classified into loans and receivables and
available-for-sale financial assets. The classification depends on
the nature and purpose of the financial assets and is determined at
the time of initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest income
over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all
fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount on initial
recognition.

Interest income is recognised on an effective interest basis for debt
instruments.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)

FINANCIAL ASSETS (Cont’d)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as financial assets at fair value through
profit or loss, loans and receivables or held-to-maturity investments.

Equity and debt securities held by the Group that are classified as
available-for-sale financial assets and are traded in an active market
are measured at fair value at the end of each reporting period.
Changes in the carrying amount of available-for-sale monetary
financial assets relating to interest income calculated using the
effective interest method, and changes in foreign exchange rates, if
applicable are recognised in profit or loss. Dividends on available-
for-sale equity instruments are recognised in profit or loss when the
Group’s right to receive the dividends is established. Other changes
in the carrying amount of available-for-sale financial assets are
recognised in other comprehensive income and accumulated under
the heading of investment revaluation reserve. When the investment
is disposed of or is determined to be impaired, the cumulative
gain or loss previously accumulated in the investment revaluation
reserve is reclassified to profit or loss (see the accounting policy in
respect of impairment loss on financial assets below).

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including receivables under service concession agreements,
trade receivables, other receivables, restricted bank deposits and
bank balances and cash) are measured at amortised cost using
the effective interest method, less any identified impairment (see
accounting policy on impairment loss on financial assets below).

Interest income is recognised by applying the effective interest rate,
except for short-term receivables where the recognition of interest
would be immaterial.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)
FINANCIAL ASSETS (Cont’d)

Impairment of financial assets

Financial assets, are assessed for indicators of impairment at the
end of the reporting period. Financial assets are considered to
be impaired where there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of
the financial asset, the estimated future cash flows of the financial

assets have been affected.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below its cost

is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment

could include:
o significant financial difficulty of the issuer or counterparty; or
o breach of contract, such as default or delinquency in interest

or principal payments; or

o it becoming probable that the borrower will enter bankruptcy

or financial re-organisation.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest

rate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade and other receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When a trade or other receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries

of amounts previously written off are credited to profit or loss.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)

FINANCIAL ASSETS (Cont’d)

Impairment of financial assets (Cont’d)

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or loss in the
period.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
loss was recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the carrying
amount of the asset at the date the impairment is reversed does
not exceed what the amortised cost would have been had the
impairment not been recognised.

In respect of available-for-sale equity investment, impairment losses
previously recognised in profit or loss are not reversed through
profit or loss.

FINANCIAL LIABILITIES AND EQUITY INSTRUMENTS

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity instruments in accordance
with the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument.

Equity instrument

An equity instrument is any contract that evidences a residual
interest in the assets of the group entity after deducting all of its
liabilities. Equity instrument issued by the Company is recorded at
the proceeds received, net of direct issue costs.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)

FINANCIAL LIABILITIES AND EQUITY INSTRUMENTS (Cont’d)
Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial
liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities (including trade payables, other payables,
amounts due to related parties and bank borrowings) are
subsequently measured at amortised cost, using the effective
interest method.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)
DERECOGNITION

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognised financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required to
make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 &% —F—+4#+ - A=+—HIFF/&F

CRITICAL ACCOUNTING JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

CRITICAL JUDGEMENT IN APPLYING ACCOUNTING
POLICIES

The following is the critical judgement, apart from those involving
estimations (see below), that the directors of the Company
have made in the process of applying the Group’s accounting
policies and that have the most significant effect on the amounts
recognised in the consolidated financial statements.

AMORTISATION OF LAND RIGHTS

The Group classified the land rights held by a subsidiary, PT Rimba
Palma Sejahtera Lestri (“RPSL”), in Indonesia as finance leases
because the management considered that substantially all risks
and rewards are transferred to RPSL, even if at the end of the
lease term, titles do not pass to RPSL. Indonesian land rights are
granted for a stated period of time, with an extension option at an
immaterial cost. Land rights are also renewable after the extended
period term expires. Given the fact that land rights can be extended
at RPSLs option, the management considered that the term of land
rights is sufficiently long to indicate the transfer of risks and rewards
from the government to RPSL and the government’s interest in the
residual value of the underlying land is considered as insignificant.
Also, the management considered that RPSL has the ability and
intent to renew the land leases in perpetuity, the useful life of the
land rights are in perpetuity and hence are not depreciated.

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

For the year ended 31 December 2017 #%2 =&

CRITICAL ACCOUNTING JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)
SERVICE CONCESSION ARRANGEMENTS

The Group entered into the build-operate-transfer (the “BOT”")
arrangements in wastewater treatment. The Group concluded that
the BOT arrangements are service concession arrangements under
HK(FRIC)-Int 12 Service Concession Arrangements, because the
local government controls and regulates the services that the Group
must provide with the infrastructure at a pre-determined service
charge. In addition, upon expiry of concession right agreement, the
infrastructure has to be transferred to the local government at nil
consideration.

Revenue from the construction of wastewater treatment facilities
under the terms of a BOT contract is estimated on a cost-
plus basis in which the construction margin is determined with
reference to a prevailing market rate of gross margins of market
comparables at the time of construction, and 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. No revenue from the construction
of wastewater treatment facilities has recognised during the year
ended 31 December 2017 (2016: HK$36,206,000).

Imputed interest income is recognised from time to time on
receivables under service concession arrangements on an accrual
basis using the effective interest method by discounting the
estimated future cash receipts over the service concession period
at the effective interest rate computed at initial recognition.

The relevant effective interest rate is determined with reference
to the yield of corporate bonds of comparable infrastructure
companies in the People’s Republic of China (the “PRC”).
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

CRITICAL ACCOUNTING JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

PROVISION FOR MAJOR OVERHAULS OF WASTEWATER
TREATMENT FACILITIES TO A SPECIFIED LEVEL OF
SERVICEABILITY

The Group has contractual obligations (a) to maintain the
wastewater treatment facilities it operates to a specified level of
serviceability and (b) to restore the facilities to a specified condition
before they are handed over to the grantor at the end of the
service concession arrangement. These contractual obligations to
maintain or restore infrastructure, except for any upgrade element,
are recognised and measured in accordance with HKAS 37
Provisions, Contingent Liabilities and Contingent Assets, i.e., at the
best estimate of the expenditure that would be required to settle
the present obligation at the end of each reporting period. The
estimation of the expenditure requires the Group to estimate the
expected future cash outlays on major overhauls of the wastewater
treatment facilities over the service concession periods and also
to choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of the provision for
major overhauls carried as a liability in the consolidated statement
of financial position as at 31 December 2017 was HK$8,635,000
(2016: HK$6,611,000), further details of which are set out in note
28.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

CRITICAL ACCOUNTING JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

IMPAIRMENT OF RECEIVABLES UNDER SERVICES
CONCESSION ARRANGEMENTS

The policy for provision for impairment of receivables under
service concession arrangements is based on the evaluation
of collectability and ageing analysis of accounts and on the
management’s estimation. A considerable amount of estimation is
required in assessing the ultimate realisation of these receivables,
including the current creditworthiness and the past collection
history of each trade and other receivable. If the financial
conditions of receivables under service concession arrangement
were to deteriorate, resulting in an impairment of their ability to
make payments, additional allowances may be required. The
aggregate carrying amount of receivables under service concession
arrangements carried as assets in the consolidated statement of
financial position as at 31 December 2017 was HK$319,129,000
(2016: HK$319,452,000). Further details are set out in note 16.

CURRENT TAX AND DEFERRED TAX

The Group is subject to income taxes in Hong Kong, the PRC and
the Republic of Indonesia (the “Indonesia”). The Group carefully
evaluates tax implications of its transactions in accordance with
prevailing tax regulations and makes tax provision accordingly.
However, a judgement is required in determining the Group’s
provision for income taxes as there are many transactions and
calculations of which the ultimate tax determination is uncertain
during the ordinary course of business. Where the final tax
outcome of these matters is different from the amounts that were
initially recorded, the differences will impact on the income tax and
deferred tax provision in the periods in which the determination is
made. The carrying amount of deferred tax liabilities is set out in the
consolidated statement of financial position and note 27.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

CRITICAL ACCOUNTING JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)
CURRENT TAX AND DEFERRED TAX (Cont’d)

Deferred tax liabilities have been recognised for withholding taxes
that would be payable on certain portion of the unremitted earnings
that are subject to withholding taxes of the Group’s subsidiaries
established in the PRC since it is probable that these subsidiaries
will distribute such earnings in the foreseeable future. Where the
final distribution portion of earnings is larger than the amount that
initially recorded, the differences will impact on the income tax in
the periods in which the distribution is made. Further details of the
temporary difference associated with investment in subsidiaries are
set out in note 27.

IMPAIRMENT OF AVAILABLE-FOR-SALE FINANCIAL ASSETS

The Group classifies certain assets as available-for-sale investments
and recognises movements of their fair values in equity. When the
fair value declines, the management makes assumptions about
the decline in value to determine whether there is an impairment
that should be recognised in profit or loss. During the year,
no impairment losses have been recognised for available-for-
sale assets (2016: nil). The carrying amount of available-for-sale
investments as at 31 December 2017 was HK$10,311,000 (2016:
HK$23,383,000).
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

CRITICAL ACCOUNTING JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Cont’d)

IMPAIRMENT OF GOODWILL RELATING TO BUSINESS
OPERATION IN INDONESIA

Determining whether goodwill is impaired requires an estimation
of the recoverable amount of the cash-generating unit (“CGU”)
to which goodwill has been allocated, which is the higher of the
value in use or fair value less costs of disposal. The value in use
calculation requires the Group to estimate the future cash flows
expected to arise from the CGU and a suitable discount rate in
order to calculate the present value. Where the actual future cash
flows are less than expected, or change in facts and circumstances
which results in downward revision of future cash flows, further
impairment loss may arise. As at 31 December 2017, the carrying
amount of goodwill was HK$42,242,000 (2016: HK$85,699,000)
(net of accumulated impairment loss of HK$43,756,000 (2016:
nil)) relating to CGU principally engaged in the biomass power
generation business in the Indonesia which is subject to annual
impairment assessment. During the year ended 31 December
2017, the Group recognised an impairment loss of HK$43,863,000
(2016: nil).

The management’s assessment of goodwill impairment is highly
judgmental and is dependent on certain key assumptions including
the discount rate, growth rates and budgeted sales, and gross
margin, which are affected by expected future market or economic
conditions, particularly those in the Indonesia. An independent
qualified professional valuer is engaged to assess the recoverable
amount of the CGU. The detail assumptions were set out in note
18.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

REVENUE EXIA
2017 2016
—E2—tF —ERF
HK$’000 HK$’'000
FERT FAT
Construction services BB ARTS — 36,206
Wastewater treatment facility operation 357K Bz I ;% it 2 38 AR 75
services 37,091 40,618
Imputed interest income on receivables  ARFGAF S RE L HE T FE U A
under service concession HENEWA
arrangements 15,073 19,465
Sales of electricity generated from HEEVERERELENE
biomass power plants 26,800 4,028
78,964 100,317
SEGMENTAL INFORMATION PEEE

The Group is engaged in the construction and operation of
wastewater treatment facilities and biomass power generation
business. Information reported to the Group’s chief operating
decision maker (i.e. the executive directors) for the purposes of
resource allocation and assessment of performance is focused on
geographical location of its manpower and customers including
Hong Kong, PRC and Indonesia.
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Notes to the Consolidated Financial Statements
e HRMEE

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SEGMENTAL INFORMATION (Cont’d) SEEHE(#F)
SEGMENT REVENUE AND RESULTS DEUA B E#E
The following is an analysis of Group’s revenue and results by REBF2HMELEDEHWA
reportable and operating segments: REEIHTWT
Year ended 31 December 2017 BE-Z—tH&+=-A=+—H
IEFE
Hong Kong PRC Indonesia Total
BA H 21} et
HK$’000 HK$’000 HK$’000 HK$’000
FEx TERT TER FTER
Results *E
Segment revenue SERUA - 52,164 26,800 78,964
Segment (loss) profit 80 (E518) & A (14,929) 11,620 (9,739) (13,048)
Unallocated expenses RO
Administrative expenses TR (15)
Gain on disposal of a subsidiary & — B A 7
Was 6,035
Impairment loss on goodwill HEREEE (43,863)
Loss before tax BRI RTEE (50,891)
Year ended 31 December 2016 BE-Z—X<"E+=-A=+—H
ItFE
Hong Kong PRC Indonesia Total
A H 0re faEt
HK$’000 HK$’000 HK$’ 000 HK$’000
FAT FAT FTAT FAT
Results ES
Segment revenue DEBA — 96,289 4,028 100,317
Segment (loss) profit A E0 (E518) & A (12,586) 33,697 (2,555) 18,556
Unallocated expenses ROBRAX
Administrative expenses TR (34)
Profit before tax BRIEAT &R A 18,522

There are no inter-segment sales for both years.

All of the segment revenue reported above is from external

customers.
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

6. SEGMENTAL INFORMATION (Cont’d) 6. SDEWEE(HE)
SEGMENT ASSETS AND LIABILITIES PHBEERAE
The following is an analysis of Group’s assets and liabilities by AEBEZRAZHRELEDHE D
reportable and operating segments: ZEERBGEINTOT:
At 31 December 2017 R-B—tF+=A=+—8
Hong Kong PRC Indonesia Total
BB TE e #ast

HK$’000 HK$°000 HK$000  HK$’000
TiEn TERr TERr TER

Assets BE
Segment and total NEETEEE
consolidated assets MiREBEREAE 85,283 341,046 202,599 628,928
Liabilities BE
Segment and total ANt ==R
consolidated liabilities Kira alEeE 47,700 53,714 5,692 107,106
For the year ended 31 December 2017 BE-_Z—+tH+=-A=+—H
IEFEE
Hong Kong PRC Indonesia Total
e H B st
HK$’000 HK$’000 HK$°000 HK$°000
THET THER THERr THERr
Amounts included in the FTAD BB F
measure of segment & 1E
profit or loss or HOEREE
segment assets: s h

Additions to non-current assets B IERENEE

(note) (BaE) - 469 2,555 3,024
Depreciation of property, plant ~ ¥1% - H&E

and equipment N E - 366 12,036 12,402
Depreciation of assets classified 78 A#H{EH %

as held for sale BENE - 11 - 11
Bank interest income IR1THIBULA 14 47 199 260
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mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

SEGMENTAL INFORMATION (Cont’d)
SEGMENT ASSETS AND LIABILITIES (Cont’d)

At 31 December 2016

PEEE (F)
PHEERAR (&)
R-ZB-XRE+=A=+—H

Hong Kong PRC Indonesia Total
BB H Efe faEt
HK$’'000 HK$’000 HK$’000 HK$’000
FAT FAT FAT FHAT
Assets BE
Segment and total DEREBE
consolidated assets RiraEEBE 30,949 416,498 233,693 681,140
Liabilities EE
Segment and total HErEaE
consolidated liabilities RireaBERE 38,630 65,705 7,203 111,538
For the year ended 31 December 2016 BE-_Z-—XRF¥+=-A=+—H
LLFE
Hong Kong PRC Indonesia Total
BE H Efe et
HK$’'000 HK$’'000 HK$’000 HK$’000
FET FAT FAT FET
Amounts included in the T AD Em
measure of segment HE1E
profit or loss or RN EEE
segment assets: 2B
Additions to non-current assets KB IERENEE
(note) (FF5E) — 234 149,042 149,276
Depreciation of property, plant ~ ¥1% - & &
and equipment REITE — 411 2,102 2,513
Bank interest income RITH EMA 26 49 3 78
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

6. SEGMENTAL INFORMATION (Cont’d) 6. SHEWEE(E)
SEGMENT ASSETS AND LIABILITIES (Cont’d) SHWEERRAR(H)
The Group’s non-current assets by geographical location of the AEBEREEZWESE D ZER
assets are detailed below: BEEFYMT

Non-current assets

FREBEE
2017 2016
—E2—tF —ERF
HK$’000 HK$’'000
FHET T
PRC i 291,817 290,208
Indonesia ENFE 178,318 227,259
470,135 517,467
Note: Non-current assets excluded available-for-sale investments and Mz ERBDEETRENHREERE
restricted bank deposits. N EZMREIERITIFR o
Revenue from customers of the corresponding years contributing HEFEMAEBEUWA10% U
over 10% of the Group’s revenue is as follows: MEFINT :
2017 2016
—E—tF ZE—RF
HK$’000 HK$’000
FERT FHT
Customer A from the PRC segment FESERFA 41,947 84,333
Customer B from the Indonesia segment ENJE 5 #8& F BT 26,800 N/A 7~ A
Customer C from the PRC segment RESEEFC 10,217 12,614
! The corresponding revenue of this customer during the year ended 31 ' hEFPREE-T—XRF+=A
December 2016 is not disclosed as it individual did not contribute over =+ —HIEFENRERKARE
10% of the Group’s total revenue in the year. B RERHOAEEZFTANE

A KBTI L PITEI10% ©
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

OTHER INCOME AND GAINS Httlx A R i &
2017 2016
—E—tHF —E—RF
HK$’000 HK$’000
FHET FET
Bank interest income ERITRIBURA 260 78
Interest income from available-for-sale A H & & & B F S UA
investments 501 4,725
Gain on disposal of available-for-sale HEAHHERE K
investments 492 819
Foreign exchange gain, net HNEE U 2 FRE 526 177
Government grants (note) B (M) 2,319 18
Refund of value-added tax HEF R 3,488 3,562
Fair value gain of a derivative financial ~ $TA&F T A AR EWES
instrument — a transaction not — REERH AN S
designated as a hedge - 1,231
Others HAth 666 747
8,252 11,357

Note: Government grants have been received from local governments
in Jiangsu Province for the purpose of carrying out environmental
protection works. There were no unfulfilled conditions or contingencies
relating to these grants as at 31 December 2017 and 2016.

Mz RERRERIESINI&HEMNT
BUFEHE) - R B —tF R
E-RE+tA=+—RAHEER
B2 S B RO R FERR IR (R SR A

o
FINANCE COSTS MERE
2017 2016
—EB—+tF —E—RF
HK$’000 HK$’000
FET FH&TT
Interest on bank borrowings RITEEZMF A 1,034 1,560
Increase in discounted amounts of FR PR fE] R T EE A
provision for major overhauls arising K E R RIS EREL
from the passage of time (note 28) IR I N (FIE28) 415 409
1,449 1,969
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AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

9. (LOSS) PROFIT BEFORE TAX 9. [AI(EBR)EF
2017 2016
—E2—tF T —RF
HK$’000 HK$’'000
FExT FAT
(Loss) profit before tax has been arrived  BR &A1 (E518 ) %7 2 F1Bk
at after charging (crediting): GYNE
Employee benefit expense (including EERNAX (BEEEHE
directors’ remuneration (note 10)): (FizE10)) :
Salaries and other benefits e LEMER 18,084 10,980
Discretionary bonus EYIBIEAL 120 172
Pension scheme contributions (note) RIR S ETEME R (B EE) 1,973 1,559
Share-based payments ER IR B R 46 54
20,223 12,765
Cost of construction services IR ARG A - 25,531
Cost of wastewater treatment facilities 32455 7K BE 2 % JitE & 18 AR 7%
operation services rendered 5] %N 40,393 35,006
Cost of power plant operation BEREELAR 33,727 5,474
Cost of inventories recognised ERABFRZNFEKAR
as expenses 25,054 13,833
Depreciation of property, plant W - BB NREETE
and equipment 12,402 2,513
Depreciation of assets classified DERABIEHEEENE
as held for sale 11 —
Minimum lease payments under KEHE THRERAERNK
operating lease 59 —
Auditors’ remuneration 1% B Bl 35 M 1,300 1,200
Fair value gain of a derivative PTEeRIAENARBERS
financial instrument — a — RIEBERLHNRZH
transaction not designated
as a hedge - (1,231)
Foreign exchange gain, net HNGE Y ES SRR (526) (177)
Provision for major overhauls BRREREE 1,349 1,616
Note: At 31 December 2017, the Group had no forfeited contributions Mzt RZTE—tF+-RA=+—H"
available to reduce its contributions to the pension scheme in future AN BB L W AR ADR D R
years (2016: nil). REFHRABFEERI(ZF
—NEFE) e
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EFEREEITHRAETHM
REMUNERATION
2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FHT FHEIT
Directors’ Fees E= 2,085 1,985
Other emoluments: Efpe -
Salaries and other benefits e MEMmEF 0987 782
Pension scheme contributions RIREETEIER 18 14
1,005 796
3,090 2,781
(A) INDEPENDENT NON-EXECUTIVE DIRECTORS (A) BIFERITES

The fees paid to independent non-executive directors during
the year are as follows:

ENENBIHRITESZBA
o -

2017 2016

—F—+tF —ERF

HK$’000 HK$'000

THET FHET

Ms. Ng Chung Yan Linda hERLZ L 120 120
Mr. Ng Man Kung R HEE A 120 120
Mr. Sze Yeuk Lung Benedict et e 100 100
340 340

The independent non-executive directors’ remuneration
shown above were for their services as directors of the
Company.

There were no other emoluments payable to the
independent non-executive directors during the year (2016:
nil).

LB IFRITES ZME TR
BFEE/RNABEEMRERS
Z 5

FRAYEBZNBLIFRTESH
e (ZF—RF : &) -
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERREITHAR#HHM
REMUNERATION (Cont’d) (#)
(B) EXECUTIVE DIRECTORS AND NON-EXECUTIVE (B) RITEERIFHITESF
DIRECTORS
Salaries Pension
and other scheme Total
Fees benefits contributions emoluments
HFe2R EkE
e HigAl BE 378 Memm
HK$'000 HK$°000 HK$'000 HK$'000
TER TER TET TER
Year ended 31 December 2017  HBE=-Z—+5
+ZR=+t—-HLEE
Executive Directors BiTES
Mr. Chau On Ta Yuen BARERLE 1,320 69 - 1,389
Mr. Chan Kwan (Chief Executive) BRE i (7T #831) 100 918 18 1,036
Mr. Suhendra Radius BEALE 125 - - 125
1,545 987 18 2,550
Non-Executive Directors FHTES
Mr. Chan Pak Lam Brian BRIEMEE 100 - - 100
Mr. Chau Chi Yan Benny AHALAE 100 - - 100
200 - - 200
1,745 987 18 2,750
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

mEMBRRME

DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERRETHARTHEH
REMUNERATION (Cont’d) (#)
(B) EXECUTIVE DIRECTORS AND NON-EXECUTIVE (B) BMITEERIVITETF
DIRECTORS (Cont’d) (#8)
Salaries Pension
and other scheme Total
Fees benefits  contributions emoluments
Hek RIkE
e HibfaF HELGS B¢ a5
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
Year ended 31 December 2016 ~ BE=—ZT—~E
+-RA=+-HILEE
Executive Directors HiTES
Mr. Chau On Ta Yuen BRERLE 1,320 72 - 1,392
Mr. Chan Kwan (Chief Executive) BRE ST (TTR4831) 100 710 14 824
Mr. Suhendra Radius BEALE 25 - - 25
1,445 782 14 2,241
Non-Executive Directors FHTES
Mr. Chan Pak Lam Brian BRREMLE 100 - - 100
Mr. Chau Chi Yan Benny BABALE 100 - - 100
200 - - 200
1,645 782 14 2,441

Note: Mr. Suhendra Radius is appointed as an executive director
during the year ended 31 December 2016.

The executive directors’ remuneration shown above were
for their services in connection with the management of the
affairs of the Company and the Group.

The non-executive directors’ remuneration shown above
were for their services as directors of the Company or its
subsidiaries.

There was no arrangement under which a director or the
chief executive waived or agreed to waive any remuneration
during the year.

Mz HBALTERBE-_ZT—XF
ToAZT-RLEFERZER
HITES -

ERATEEHE I RERHE
HERARBEANREEHEH
Z PRz S o

FRFRTEENE IREFIE
RARBXEWNBRARZESR
PR AIRTS < #r B o

FRALBEZRRSTHAEN
TR E B REERF 2 25k -
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AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

11. FIVE HIGHEST PAID EMPLOYEES 1. hIEREFMER
The five highest paid employees during the year included two (2016: FARLAEaSTHEEREMA
one) director, details of whose remuneration are set out in note 10 (ZE—RE:—R)EF - &%
above. Details of the remuneration for the year of the remaining B 2 SEIEE SR £ XXHIEE10 © F
three (2016: four) non-director, highest paid employees are as NBT=%(ZZT—RF: HH)
follows: FEFEZHZRFMES ZFHMEF
BT
2017 2016
—E—+F —E—RF
HK$’000 HK$’'000
FHET FAT
Employees’ salaries and other benefits & 8 ¥ R E a7 2,204 2,992
Discretionary bonus FIIETELT 100 172
Pension scheme contributions RIKEET SR 32 61
Share-based payments ERIR 5 &I HR 46 54
2,382 3,279
The number of non-director, highest paid employees whose FHERATEHE FEEN &S
remuneration fell within the following bands is as follows: FIEEMNEBEMT -

Number of employees

EEEH
2017 2016
—E—tF —E—RF
Nil to HK$1,000,000 T % 1,000,000 7T 2 3
HK$1,000,001 to HK$1,500,000 1,000,001 # 7T Z 1,500,000 % 7T 1 1
3 4
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

INCOME TAX EXPENSE

Pursuant to the rules and regulations of the Cayman Islands and
the British Virgin Islands (“BVI”), the Group is not subject to any
income tax in the Cayman Islands and the BVI.

No provision for Hong Kong profits tax had been made as the
Group did not generate any assessable profits arising in Hong
Kong during the year (2016: nil).

Withholding tax is calculated at 5% of the dividend income received
from a subsidiary in the PRC. No tax refunds for prior years’
withholding tax are realised during the year (2016: HK$764,000).

The provision for the PRC income tax is based on the respective
corporate income tax rates applicable to the subsidiaries located in
the PRC as determined in accordance with the relevant income tax
rules and regulations of the PRC.

No provision for Indonesian income tax had been made as the
Group did not generate any assessable profits arising in Indonesia
during the year (2016: nil).

12.
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

12.

INCOME TAX EXPENSE (Cont’d)

Haian Hengfa Wastewater Treatment Company Limited (“Haian
Hengfa”) and Rugao Hengfa Water Treatment Company Limited
(“Rugao Hengfa”) obtained preferential income tax treatment
whereby its income taxes are charged at the taxable profit with an
exemption of 10% of the revenue generated for the year ended 31
December 2016. However, the in-charge PRC tax bureau of Rugao
Hengfa issued a notice in March 2018 that Rugao Hengfa did
not fulfil the conditions for preferential income tax treatment after
conducting reassessment for the years ended 31 December 2014,
2015 and 2016. Accordingly, additional PRC tax provision for the
possible denial of preferential income tax treatment to both Rugao
Hengfa and Haian Hengfa at HK$2,584,000 in total for the year
ended 31 December 2017 was recognised.

Rugao Honghao Metal Surface Water Treatment Company Limited
(“Rugao Honghao”) obtained confirmation from the relevant
tax authority during the year ended 31 December 2015 for full
exemption on corporate income tax for 2012 (the first profit
generating year of Rugao Honghao), 2013 and 2014 and a three-
year 50% reduction in corporate income tax rate from 2015 to
2017.
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For the year ended 31 December 2017 #%2 =&

—tFF A= —HIEFE

INCOME TAX EXPENSE (Cont’d) FRiSRBASZ (#5)
2017 2016
—E—+F —E—REF
HK$’000 HK$’000
FET FET
PRC tax R
Charge for the year FRTH 6,493 2,842
Underprovision in prior years BEFERETE 2,584 —
Tax refunds R - (764)
Deferred tax IRIEFHIE 779 4,951
Total tax charge for the year FRMIAY 4% 9,856 7,029

A reconciliation of the tax expense applicable to (loss) profit before
tax at the statutory rates for jurisdictions in which the Company’s
subsidiaries are domiciled to the tax expense at the Group’s

effective tax rate is as follows:

BN R M B R B R MRS AT
BIARER #)RTE B R 5T E AR
A (& 1R ) it M) 38 A 9 7 18 7 = B
BASEERBRXTENHRIARN

X EVEBRIAT -
2017 2016
—E—tF ZE—RF
HK$’000 HK$’000
FET FAT
(Loss) profit before tax BrAE AT (E18) & A (50,891) 18,522
Tax at the statutory tax rates at 25% AT E25% T EMTIE (12,723) 4,630
Underprovision in prior years BEFERETZ 2,584 —
Tax refunds R — (764)
Effect of withholding tax on the TE?DT%¥T$§EN@¢ I Bt R
distributable profits of the Group’s N Ao Bl s A ) R 2
subsidiaries in the PRC 974 590
Tax effect of income not taxable for BARBBA 2 HETE
tax purpose (341) (614)
Tax effect of expenses not deductible AT IR B St 2 T fg 5 28
for tax purpose 16,819 1,328
Income tax at concessionary rate REEVERAERNEH - (1,696)
Tax effect of tax losses not recognised ~ RIERFIBEIE 2 THIEF £ 2,293 481
The effect of deductive temporary RER AR R =58
difference not recognised -2 250 3,074
Tax charge for the year FRBIESZ N 9,856 7,029
BRERRERERLAT —T—+FFRK
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

13. DIVIDENDS 13. &R
2017 2016
—E—+tF ZE—RF
HK$°000 HK$’'000
FHET FAT
Dividends for ordinary shareholders of ~ F AHERA AR 7]
the Company recognised as LA RIREAAR S,
distribution during the year:
2016 Final — nil (2016: —E-RERH— &
2015 Final dividend — HK one cent) (ZE—RF: ZZE—hF
per ordinary share (note (a)) REARR B — BRE B
1784 (B EE (a) - 9,520
Notes: Pt
(@) During the year ended 31 December 2016, the Company declared a (@) HEZT—XF+=-A=1+—8H

final dividend in respect of the year ended 31 December 2015 of HK
one cent per ordinary share of the Company in an aggregate amount of
HK$9,520,000, which was paid on 13 June 2016.

(b) No final dividend in respect of the year ended 31 December 2017 has
been proposed by the board of directors (2016: nil).
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

(LOSS) EARNINGS PER SHARE

The calculation of the basic and diluted (loss) earnings per share
attributable to the shareholders of the Company is based on the
following data:

14.

B (GR) &2

ARBIBREIEBRER N EE
(E18) BN EERN T8 -

2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FET FAT
(Loss) earnings for the purposes of MEREARREE (E8)
basic and diluted (loss) earnings per BNmMEz (BE)&BF -
share, being (loss) profit for the year AR AR R B F
attributable to shareholders of (B1E) =
the Company (61,074) 10,343

Number of shares

3 E B

2017 2016

—E—tHF —E—RF

’000 ‘000

T T8
Weighted average number of ordinary ~ #L&ER% (B1E) BFIm =S
shares for the purpose of (loss) 2 ERTANRE ) B

earnings per share 1,111,000 982,493

For the year ended 31 December 2017, the computation of diluted
loss per share does not assume the exercise of the Company’s
outstanding share option since their exercise would result in a
decrease in loss per share.

For the year ended 31 December 2016, the computation of the
diluted earnings per share did not assume the exercise of the
Company’s options because the exercise price of those options
was higher than the average market price for shares for the year
ended 31 December 2016.

BE_Z—tHFt+-_A=1+—H
LHEE - AARRBIBEREZITE
SEREREERRY  BAESE
REEE BRI RBRRITERR
BIARTTRE AV RBAE -

BE_Z-—R"F+-A=1+—H
LHEE - AARRBIBREZITE
BaRBE_ZT-—R"RF+-A
=t—HALEFEEROZFHE®
B #EEERESRENEIL R
WRERTTEA R RIFBAE
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

15. PROPERTY, PLANT AND EQUIPMENT

15. V¥ - BEREE

Construction Equipment
in Land and and Office Motor
progress Landrights  buildings machines equipment  vehicles Total
ERIR ThE THREF REREE BLERE HE b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TR TiEr FiEx TEL
COST AR
At 1 January 2016 RZE—REF
—A—H - - - 2,357 951 987 4,295
Additions through acquision & BN B
of subsidiaries AAMAE 064,732 4,883 5,671 70,203 24 240 145,753
Additions NE 1,285 334 - 1,743 45 116 3,523
Transfer &3 (64,215) - 671 63,544 - - -
Transfer to assets classifiedas ~ BEEN AR
held for sale (note 29) {ENECBE
(FHx29) - - -~ (433) (129) - (562)
Exchange realignment & i E5 (1,515) (184) 217) (3,651) 67) (88) (5,722)
At 31 December 2016 RZE—RE
+ZA=t-H 287 5,033 6,125 133,763 824 1,255 147,287
Additions NE 179 402 119 1,710 212 402 3,024
Disposal HE - - - - - (111) (111)
Transfer &2 (470) - 448 22 - - -
Exchange realignment ] 4 14 17 517 28 34 614
At 31 December 2017 R-B-t%F
+ZA=t-H - 5,449 6,709 136,012 1,064 1,580 150,814
DEPRECIATION e
At 1 January 2016 RZE—RE
—-A—A - - - 683 554 748 1,985
Provided for the year EREHE - - 90 2,275 67 81 2,513
Transfer to assets classified as ~ BREEN AR
held for sale (note 29) e BE
(HHx29) - - - @7) (47) - (144)
Exchange realignment & 5 &E5 - - (1) (%) 43) (57) 197)
At 31 December 2016 RZE—RE
+ZR=1+-AH - - 89 2,765 531 772 4,157
Provided for the year FRER - - 520 11,639 121 122 12,402
Eliminated by disposal BRHEMH - - - - - (31) (31)
Exchange realignment ] - - () (80) 16 29 (40)
At 31 December 2017 R=B-t&
+=A=t+-H - - 604 14,324 668 892 16,488
CARRYING VALUES EEE
At 31 December 2017 R-B-t%F
+ZA=t-H - 5,449 6,105 121,688 396 688 134,326
At 31 December 2016 WA
+ZA=t-H 287 5,033 6,036 130,998 293 483 143,130
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

PROPERTY, PLANT AND EQUIPMENT (Cont’d)

The above property, plant and equipment other than construction
in progress are depreciated on a straight-line basis at the following
rates per annum:

Land and buildings 0% — 9%
Equipment and machines 10 — 20%
Office equipment 18 — 20%

Motor vehicles 12.5% — 20%
RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS

The Group entered into a number of service concession
arrangements with certain governmental authorities in the PRC
on a BOT basis in respect of its wastewater treatment services.
Pursuant to the service concession arrangements, the Group has
to design, construct, operate and manage wastewater treatment
facilities in the PRC over the service concession periods. The
governmental authorities guarantee that the Group will receive
minimum annual payments in connection with the arrangements
or receive a top up fee depending on the volume of water that
the wastewater treatment facilities treated. The Group is generally
entitled to use the wastewater treatment facilities and the related
facilities (the “Facilities”). However, the Group has the obligation to
maintain the Facilities in good condition and the Facilities will be
transferred to the relevant governmental authorities at a specified
level of serviceability upon expiry of the concession periods. The
service concession arrangements do not contain renewal options.
The BOT agreements do not grant any termination rights to any of
the contracting parties.

15.

16.

W% - BE Bk (4#)

it - R k&S (IR
BROM R T B R ABE SR IRIT
=

Tt RAEF 0% — 9%
B 10— 20%

b NE 18 — 20%
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BRESFREZETHERR
5

RNEEE EE T B EAT#E 5
SR IR RIS IR BOT E#ET L %
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ARG 2 KEREES
BU S5 7K BE 3B A% e o BT HE R AR 75
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

16. RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS (Cont’d)

As at 31 December 2017, the Group had 4 (2016: 5) service
concession arrangements on wastewater treatment with two
governmental authorities in the PRC and a summary of the major
terms of the principal service concession arrangements are set out

16. BRBBHFERHFETHEER
TR (#)

RZE—+F+=-A=+—H0"
7 5 B EEL P {8 P B R T AR 2T 37 4
B(ZT—NE : 51H) RIS
ZH TEREHFAETHENE

as follows: ZIEFMEHSIOT -
Type of
service
Name of company Name of concession Designed Service
as operator* wastewater equipment processing concession
fEREER treatment facility Location Nature of grantor R 15T iE capacity period
WARER SKBEREAR g RYAER RERE Rt BEEN RB R
Haian Hengfa Haian Hengfa Haian Country, Haian Country BOTon 20,000 28 years from 2002 to
BRER Municipal Nantong City Construction Bureau wastewater 2030 and extended to
Wastewater HETmERE THEBRGRER treatment 2036in 2013
Treatment Facilty BRAKEE BF fZTTF
(Phase ) (B80T RHEZT=TFE
BREETH BR=F-=FERE
KRR ZEoRE
(—4)
Haian Hengfa Haian Hengfa Haian Country, Haian Country BOTon 20,000 22.5 years from 2013
BRER Municipal Nantong City Construction Bureau wastewater t0 2036
Wastewater HEMERE THEBRGRER treatment N5F RZT-=F
Treatment Facility BETKEER BIEZE= S ELE
(Phase Il (180T
BREETH
KRR
(=5)
Rugao Hengfa Rugao Hengfa Rugao Country, Rugao Economic BOTon 20,000 25 years from 2007 to
mEEE Municipal and Nantong City and Technological wastewater 2032 and extended to
Industrial it Development Zone treatment 2035 in 2009
Wastewater Administrative BESKER BE R-ETLE
Treatment Faciliy Committee (B80T RHEZT=F
(Phase | MR ER TR-ZENFERE
MEEETY HEEEZE ZE-HE
RIZTKEER
(—4)
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

16. RBBHAERHFETHEKRR

ARRANGEMENTS (Cont’d) H(#)
Type of
service
Name of company Name of concession Designed Service
as operator* wastewater equipment processing concession
EREER treatment facility Location Nature of grantor PRt E capacity period
HRFER BREEREER fu BRYAER REEE RitREREND PR HRF
Rugao Hengfa Rugao Hengfa Rugao Country, Rugao Economic and BOTon 20,000 25 years from 2015
mEEE Municipal and Nantong City Technological wastewater t0 2035
Industrial Wastewater ~ FIBTIIRE Development Zone treatment BF H-FT-nF
Treatment Facllity Administrative BEAKEE BHE-E=0FI
(Phase Il Committee #1BOT
MREETH MR ER
RIFRKRER FEEEZe
(=8)
Rugao Honghao Rugao Honghao Rugao Country, Rugao Economic and BOTon 3,500 28 years from 2011
(note) Heavy Metal Nantong City Technological wastewater t0 2039
MBEAE (W) Wastewater HATRE Development Zone treatment BF H-F——F
Treatment Facllity Administrative BEAKEE RHEZE=NFI
MEEHEELE Committee #1BOT
KRB MR ER
FEEEZRE
* The official name of the grantor is in Chinese. The English translation is
for identification purposes only.
Note: Rugao Honghao was disposed of during the year. The details are set Mt WREHEENRFALE - F158H
out in note 30. AHIEES0 ©
BRBRERERAT —T—LFFH
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

16.

RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS (Cont’d)

Pursuant to the service concession agreements, the Group is
granted the rights to use the property, plant and equipment of the
wastewater treatment facilities and certain related land during the
service concession periods. The Group is required to surrender
these items of property, plant and equipment to the grantors at a
specified level of serviceability at the end of the respective service
concession periods. As at 31 December 2016 and 2017, the
title certificates with respect to certain land use rights of certain
wastewater treatment facilities to which the Group’s service
concession arrangements relate have not been registered under
the names of the relevant Group companies. The directors of the
Company are of the opinion that the Group is entitled to the lawful
and valid occupation or use of the buildings and land to which the
above-mentioned land use rights during the respective concession
periods for nil consideration for providing wastewater treatment
services under the relevant BOT agreements

For the year ended 31 December 2017, no revenue and profit were
recognised for exchanging construction services for a financial
asset (2016: HK$36,206,000 and HK$10,675,000 respectively).
Considerations for revenue related to the construction and
operation services under BOT arrangements were recognised
as “receivables under service concession arrangements” in the
consolidated statement of financial position.
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

RECEIVABLES UNDER SERVICE CONCESSION 16. BT ERIETHOREKR
ARRANGEMENTS (Cont’d) H(#)
Certain of the Group’s land use rights and properties in the RZE—RF 2 HLEES
wastewater treatment business was pledged to secure a IKEREBFHE T L ERER
bank borrowing granted to the Group in 2016. The related MEER/RKETARE —BRITE
receivables under service concession arrangement amounted to HEOER - RZE—RF+AH
HK$92,733,000 as at 31 December 2016. The bank borrowing =+—HB BREEFETFELHET
was fully repaid and related assets pledged were released during /) 18 8 & Ug 3k 18 & 92,733,000
the year ended 31 December 2017. BL - BHE_T—tF+ = A
=+—BHLFE  RITEREE
HEBENMABCIEREED TR
2017 2016
—E—tF —ET—RF
HK$’000 HK$’000
FET FHAT
Receivables under service concession AR aFE L HE T B EIGRIA
arrangements 319,129 319,452
Portion classified as current assets DEABRBEERNI D (28,970) (30,814)
Portion classified as non-current assets 238 A3E BN EEMEL D 290,159 288,638

The following is an aged analysis of receivables under service
concession arrangements, based on the invoice date, at the end of
the reporting period:

RMEHR - RIEZHZAHER
SR T RGRIER BRI
DT

2017 2016
—E—+tF ZE—RF
HK$’000 HK$’000
FHET FHET

Billed: BERAEE
Within 3 months 3fE AR 12,243 8,276
4 to 6 months 4Z61{EA 7,341 13,925
19,584 22,201
Not yet billed mARFAELEE 299,545 297,251
319,129 319,452

There is no allowance for doubtful debts for both years.

o ] /52 00 488 SR R A
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

16.

RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS (Cont’d)

Receivables under service concession arrangements are usually
due for settlement within 10 days after each month end. Included
in the Group’s receivables under service concession arrangements
are debtors with aggregate carrying amount of HK$19,584,000
(2016: HK$22,201,000) which have been past due at the end
of the reporting period for which the Group has not provided for
impairment loss. The Group has assessed the creditworthiness,
past payment history and subsequent settlement, and considered
that the amounts are still recoverable. The Group does not hold any
collateral over these balances.

Aging of receivables under service concession arrangements which
are past due but not impaired is as follows:

16.

BB 3545 5T R HE T RO FE MY =&
TR (#)

R 75 5 BT HE 2 BE T A9 BB W RIE
BERESAKZIOBREIHLE
B - AEERBETFELTHET
MEWFBEDEETDERBES
19,584,000 (=& — X F :
22,201,000 70) 2 B » ZEE
ERFESHRSE  AKELT
LIV RE B - A&
BEEYHHEEE BAEEFREHER
Hg s &EFELHTE  kEEZ
R E - ANEBEWEFLZ
SEBEF R TAEER -

a HR B R B 2 BRI ST & BE
TR Z BRIk D ATIT

2017 2016

—ZE—tHF —E—RF

HK$’000 HK$’000

F#&T FET

Within 1 month 11EARN 4,902 4,825
1 — 3 months 1= 3@ A 7,341 3,451
4 — 6 months 472618 A 7,341 13,925
Total 4a%8 19,584 22,201

ELL ENVIRONMENTAL HOLDINGS LIMITED 2017 Annual Report



17.

Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 87 —FE—+#+ - A =+—HIFFZ

GOODWILL e
HK$’000
FHET
COST [DEN
At 31 December 2016 RZZE—R"F+ZA=+—H
and 1 January 2017 &:Zﬁ +tF—H—H 85,699
Exchange adjustments R 299
At 31 December 2017 R=-ZE—tF+=-HA=+—H 85,998
IMPAIRMENT VERIE
Impairment loss recognised in the year FRERZREREE 43,863
Exchange adjustments ME 54, 8 (107)
At 31 December 2017 R=Z—tF+=A=+—H 43,756
CARRYING VALUES BREE
At 31 December 2017 R-ZB—+tHF+=ZA=+—H 42,242
At 31 December 2016 RZE—R"F+=HA=+—H 85,699

Particulars regarding impairment testing on goodwill are disclosed
in note 18.

The amount represents goodwill arising on the acquisition of
Weal Union Limited and its subsidiary (the “Weal Union Group”)
on 21 October 2016. The recoverable amount of this CGU has
been determined based on a value in use calculation. The Group
engaged an independent professional valuer to perform such
valuation which requires the use of key assumptions, including
the discount rate, terminal growth rate, budgeted sales and gross
margin, taking into account the relevant industry growth forecasts,
financial budgets approved by the directors of the Company from
the management’s experience from provision of electricity services
and the management’s expectations for the market development.
The detail assumptions are set out in note 18.

A BA P B R E R A A I OB aE
18R °

TERARN_ZE-—RET+A
—t-BRBREAERAR A
MEAR(BEERE ) EED
BE-WREELBEM2ATKD
/E%EE$ETF1§%ETE‘+§J%E°
AREBEFBELERGERE

&ibE Laa%@iﬁﬁi%fﬁ““'
BRERREE  KAREXR  BE
HERENE  ZEREEEYH
HERGHERLREEBY TS
BRMBEHFHOMBBAITRER
EE'J AR EEHENMBETE
B o FFARRENHIEE18

BERRERAERAA —T—LFFH
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For the year ended 31 December 2017 &% =&

—tFT A= —HIEFE

IMPAIRMENT TESTING ON GOODWILL

For the purposes of impairment testing, goodwill with indefinite
useful live set out in note 17 has been allocated to only one CGU,
comprising one subsidiary in the investment holding and one
subsidiary in the biomass power generation business. The carrying
amount of goodwill (net of accumulated impairment losses) as at
31 December 2017 allocated to this unit is set out in note 17.

During the year ended 31 December 2017, the Group recognised
an impairment loss of HK$43,863,000 (2016: nil) in relation to
goodwill arising on acquisition of Weal Union Group. The biomass
power plants of the Group in Indonesia had yet to reach their
expected utilisation rate. It was resulted from (i) the low electricity
consumption by the local end-users in the vicinity of the power
plants as compared to the expected level of electricity consumption
for the year; (i) the increased competition with other coal power
plants; (i) the delay of certain government projects which resulted
in lower growth rate of market and economy, and hence the
energy consumption in the vicinity of such operations; (iv) the
delay of construction of power lines and other infrastructure by the
government to connect the South of Sumatra, Indonesia, where
the biomass power plants are located, to the North of Sumatra,
where the energy demand is much higher. While such factors
for sales growth as the improvement in local economy and new
infrastructures in favor of the operation of the power plants did
not materialise as expected during the year, the management
expects that the situation will, at a slower pace than the original
plan, improve gradually with the abovementioned growth drivers
in place in the future. The valuation of Weal Union, and hence the
recoverable amount of the goodwill, is impaired due to the lower
growth rate and delay in the realisation of the expected return.
Nonetheless, the management believes the long-term profitability
will be achievable and sustainable, in a longer time in future. The
management will continue to invest in improving the efficiency
of the power plants in order to lower the cost of sales, as well
as analysing other possibilities in increasing the utilisation of the
biomass power plants.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

mEMBRRME

—tFF A= —HIEFE

IMPAIRMENT TESTING ON GOODWILL (Cont’d) 18. HWEEENR (&)
The recoverable amount of Weal Union Group has been BEEE/MAT R ESEEIREF
determined on the basis of value in use calculations which use REBHEEE  ZBEFAHEEA
cash flow projections based on financial budgets approved by TERERBEMLECZVBESR
the management. In view of the above, when preparing the cash E!’J RemEEA - SR LR
flow projects for the impairment assessment of goodwill as at 31 CRE AR —tF+ A
December 2017, certain assumptions in the cash flow projections _+ AEERENENIREESR
(such as utlilisation rate and unit price) during the budget period are EEANE - BEHERESREE
adjusted. Expected cash inflows/outflows, which include budgeted BB TR (I anF) A =& & B
sales, gross margin and raw material price inflation have been BR)ETHE - FBHRER
adjusted based on the performance of the biomass power plants SRE(BEBEEEE ERX
for the year ended 31 December 2017 and the management’s &J?H#H BRAR) DARBEEY
expectations for the market development. The financial budgets EREmMEE_—_T—+tF+=AH
approved by the management covering a 5-year period, and a T+ —HEFENRRAKERE
discount rate of 18.2% (2016: 18.2%). Cash flows of Weal Union HMBEREHETHE - &
Group beyond the 5-year period are extrapolated using a growth BEMMEZHBIEERR AR
rate at 5% (2016: 5%). This growth rate is based on the relevant FBRREB182%(ZF — <
industry growth forecasts and does not exceed the average long- F:182%) c B S EHBBAF
term growth rate for the relevant industry. HECASRENRAS% HIER
1(_ T —NTF  5%) HE o ;71
EENMEBITENEREAR -
ETE BIBRATTE M I R A
R¥E o
AVAILABLE-FOR-SALE INVESTMENTS 19. A[HHERS
2017 2016
—E-tF —T—REF
HK$’000 HK$’000
FET FHET
Listed debt securities, at fair value THEEES  BARE 10,311 23,383
During the year ended 31 December 2017, in respect of the HE-_FT—+tH+=-_H=+—8H

Group’s available-for-sale investments, gross loss recognised
in other comprehensive expense amounted to approximately
HK$305,000 (2016: gross income in other comprehensive income
amounted to approximately HK$2,125,000), of which a gain of
approximately HK$492,000 (2016: HK$819,000) was reclassified
from other comprehensive income to profit or loss for the year.

¢¢F 5¢t$‘§l R E b2 5
MR A 4 tlj’i?xﬁ,w)ééﬂa
#)/305,0008 T (ZF—/RF
REMEEBABRBKAL A
2,125,000/87T) + A F RN z=
#1492,000/8 ;o( —Z & — X F -
819,000/ L) Ty B b 2 E U A
B EEER -

BERRERAERAA —T—LFFH
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

20. TRADE RECEIVABLES 20. BHEIKFHRIE
2017 2016
—E—+tF T —RF
HK$°000 HK$’000
FHExT FAT
Trade receivables B S FE 6,284 2,840

Trade debtors mainly arise from sales of electricity generated from
biomass power plants. The Company’s credit terms are negotiated
at terms determined and agreed with its trade customers. The
credit periods are ranging from 30 to 60 days.

The following is an aged analysis of trade receivables, presented
based on the invoice date at the end of the reporting period:

BHEHATERHEEEMEE
EMELNENEL - ARAIZ
EEHMDNRREESEPER M

1% € MR M RT 3L

£60H -

ZEHA30

B RYGRIANRERARIZER
BESIRZ BRle DT

2017 2016
—E—+tfF —E—RF

HK$’000 HK$’000

FiE T FH&T

0 — 30 days 0Z30H 3,901 344
31 — 60 days 31E60H 2,383 2,496
6,284 2,840
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

TRADE RECEIVABLES (Cont’d) 20. HHEGRIA(E)
The Company maintains a defined credit policy to assess the credit RAABIRBERAEZEERER - K
quality of the trade customers. The collection is closely monitored RS ESRPZEEEEZ &
to minimise any credit risk associated with these trade receivables. THERBRENR - U ZEFEES
There is no allowance for doubtful debts for both years. None of J&E W R IE 2 AR AE B {5 B R B R
the above trade receivables is either past due or impaired. The ExE - MEFELERZERE
Group has assessed the creditworthiness, past payment history - B3l E 5 e WK IE £ 6 5
and subsequent settlement, and considered that the amounts are HBE AEEEHEEFEE B
still recoverable. The Group does not hold any collateral over these FEREESE N EE 2 ERIEDFT
balances. o RERZEFED AU - K
SEVERZZESFTA MK
e
PREPAYMENTS AND OTHER RECEIVABLES 21. FFARERAMEKRRIE
2017 2016
—E—tHF ZE—RF
HK$’000 HK$’000
FET FAT
Consideration receivable (note) FEUAR(E (FIFE) 60,600 —
Other receivables H b R YR IR 1,711 276
Other debtors, deposits and HAbEUBRIE
prepayments e RIEFIE 2,083 1,293
64,394 1,569
Note: The balance represents the consideration receivable for the disposal MieE : Z&EsRIE S —FEIE A RN E

of a subsidiary. It is unsecured, non-interest bearing and repayable
according to the agreements entered by the Group and an independent
third party. Details are set out in notes 29 and 30.

WHE - ZFRAEER  T&
B RAEEE - LB IE=T
FISZHYRRA AR - FHIB NI
29} 30 °

BEBRERARAE —Z—LFFR

183



184

Notes to the Consolidated Financial Statements

ma

PR ERR L

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

22.

RESTRICTED BANK DEPOSITS AND BANK 22, ZRFBITEFRRBITHER
BALANCES AND CASH EB&
2017 2016
—ZE—tHF —E—RF
HK$’000 HK$’000
F#&xT FHEIT
Restricted bank deposits TR B RITIFRK 12,427 —
Bank balances and cash IRTTER IR 30,901 20,658
Time deposits TEHTF K 4,614 4,446
47,942 25,104
Less: Restricted bank deposits B ZBRHIRITER (12,427) —
35,515 25,104
Restricted bank deposits and bank AT EEEHER R H
balances and cash denominated in: SRITERNMIRI TN IR ¢
Renminbi (‘RMB”) ARE(TAEE]D 17,802 15,480
HKS$ BT 12,785 4,345
United States dollars (‘US$”) E([ZEx])) 629 3,321
Indonesian Rupiah (“IDR”) ENfeE (TENFEJE ) 16,726 1,958
47,942 25,104

Cash at banks earns interest at floating rates based on daily bank
deposit rates ranging from 0.01% to 0.3% (2016: 0.01% to 0.3%)
per annum. Short-term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short-term time deposit rates at 1.1% (2016: 1.1%) per annum.

During the year ended 31 December 2017, PT. Sentosa Jaya
Purnama (“SJP”), a subsidiary of the Group, entered into a service
agreement with an independent third party in order to build and
operate a 10 mega watt plant for the independent third party in
Indonesia. Under the service agreement, SJP is required to place
a restricted deposit denominated in IDR for 33 months up to 45
months. Restricted bank deposits carry fixed interest rate at 6%
per annum.

The bank balances, time deposits and restricted bank deposits are
deposited with creditworthy banks with no recent history of default.
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

TRADE PAYABLES 23. HHEFMRE
The following is an aged analysis of trade payables presented B RN FRBRBRERARIZER
based on the invoice date at the end of the reporting period: BERYIR 2 BRER DT AR T -
2017 2016
—E—tF ZE—RF
HK$’000 HK$’000
FET FAT
0 to 60 days 0Z60H 2,705 7,040
61 to 90 days 61£290H 1,321 1,207
Over 90 days Q0 HIA E 5,287 11,708
9,313 19,955
Included in the Group’s trade payables are construction retention AEEESENRIEBELIZRE
payables of HK$2,201,000 (2016: HK$4,490,000). 1R B £2,201,000% T( = T
— 74 © 4,490,00087T) °
OTHER PAYABLES AND ACCRUALS 24, HMEMRAERE=RA
2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FERT FHAT
Other payables H b fERTR0IR 1,466 1,183
Accruals JERtER 4,148 3,600
5,614 4,783
AMOUNTS DUE TO RELATED PARTIES 25. EfRBARIA

As at 31 December 2017, the balance represents amount due to
a close family member of a director, amounting to HK$6,474,000
(2016: HK$6,474,000) and amount due to a company which is
controlled by a close family member of a director, amounting to nil

(2016: HK$68,000).

The amounts are unsecured, interest-free and repayable on

demand.

RZE—tF+-_A=+—8H"
EHRIEEN—ZESHN—RAR
B FRIE 6,474,000/ T ( —F — X
F 6,474,000 70 ) WA K B —
MR- EBEEN— LR EHH
NARBEEET( T —NF:
68,0007 7T) °

REREABER - THEME
RIS -

BEBRERARAE —Z—LFFR
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For the year ended 31 December 2017 &% =&

—tFT A= —HIEFE

BANK BORROWINGS 26. SRITE
2017 2016
—EB—+tF ZE—RF
HK$°000 HK$’000
F#&T FET
On demand or within one year BENKI—FNR 30,240 32,426
In the second year E_F 2,240 —
In the third to fifth year inclusive FoEFEFRIF (BEEEMT) 6,720 —
39,200 32,426
Less: Amount due within one year B —FEARRESYIERBIAE
shown under current liabilities ZFIE (30,240) (32,426)
Amount due after one year —F1& R BiFIA 8,960 —
Current-secured BVER — B — 2,176
Current-unsecured BHEY — w4 30,240 30,250
30,240 32,426
Non-current-unsecured FERNHR — I 8,960 —
39,200 32,426
The bank borrowings comprise of: IRITERBLE -
Carrying amount
Effective FREE
interest rate 2017 2016
BERAI= —E—+tF ZE—RF
HK$’000 HK$’000
F#&T F&IT
Fixed-rate borrowings: ElE F R ER -
Secured RMB bank borrowing* BEPAR
fﬁmﬁ?k* 6.77% - 2,176
Floating-rate borrowings: SFENFIRMET -
Unsecured HK$ bank borrowing EIEIRETT
RITIE K 3.30% 28,000 30,250
Unsecured US$ bank borrowing ﬂ?ﬁﬁ%zt
RITRERK 3.30% 11,200 —
Total bank borrowings IRITE R 4Aa%E 39,200 32,426

*

The bank borrowing was secured by certain of the Group’s land use

rights and properties in the wastewater treatment business. The
related receivables under service concession arrangement amounted
to HK$92,733,000 as at 31 December 2016. The bank borrowing was
fully repaid and the related assets pledged were released during the

year ended 31 December 2017.
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

DEFERRED TAX LIABILITIES

The components of deferred tax assets and liabilities with the
net balance recognised in the consolidated statement of financial

27. ERERBEAR

ELERBEERBBENAKED
(FEERF RN AR B B IS R

position and the movements during the year are as follows: R RERNNEENT -
Temporary
difference
related
to service
concession
Provision arrangements
formajor  EERE%FT  Withholding
overhauls EZHEEMN taxes Total
EXmBEE OHMER BEH @t
HK$'000 HK$'000 HK$'000 HK$'000
THL THL TAET THT
At1 January 2016 RoZ—AE—F—H 1,610 (33,759) (4,366) (36,514)
Credited (charged) to profit or loss FAE) ERERE
during the year 506 (5,108) (349) (4,951)
Transfer to liabilities associated BREERNVERFELE
with assets classified as held forsale ~ AEEBHEE (314) 6,429 1,220 7,335
Exchange realignment &R E5 (149) 2,702 326 2,879
At 31 December 2016 RZE—"E+ZA=+—H 1,653 (29,735) (3,169) (31,251)
Credited (charged) to profit or loss AAIE) ERES
during the year 441 (1,646) 29 (1,176)
Exchange realignment Y]] 65 (1,132) @7) (1,164)
At 31 December 2017 RZE—+F+=A=+—H 2,159 (32,513) (3,237) (33,591)

At 31 December 2017, the Group had unused tax losses of
HK$11,096,000 (2016: HK$1,924,000) available for offset against
future taxable profits. No deferred tax asset has been recognised
on the tax losses, as in the opinion of the directors of the Company,
the future profit streams of these subsidiaries are uncertain. The tax
losses could be carried forward for a maximum of five years.

At 31 December 2017, the Group has deductible temporary
differences of HK$13,295,000 (2016: HK$12,296,000). No deferred
tax asset has been recognised in relation to such deductible
temporary differences as it is not probable that taxable profit will be
available against which the deductible temporary differences can
be utilised.

RZE—ttF+=A=+—
H A&EBEAHAREEIE
11,096,000 ( =& — X F :
1,924,000 7T ) o] FEH S5 R 2R
JERFAH - ARARAESRR
B %S HBR R A AR RE F 2R
BT MARTEEBER
BRIERIBEE - HEBERE A
R E o

R-_ZE—+F+_A=+—8"
AEBEANBERMEEE
13,295,000t ( —Z T — /N F -
12,296,000/ 70 ) ° R E £ ER
75 3 ) M AT FA LA K 88 AT F0 A B
MERE AR MK - B E L
ZEMMBE R EEEERIELT
MIREE °

BEBRERERARA —T LEFH
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27.

28.

DEFERRED TAX LIABILITIES (Cont’d) 27. EBEERBFARE)
For presentation purposes, certain deferred tax assets and liabilities REJNER BETEEHREEE
have been offset in the consolidated statement of financial position FABGEEREGE MR RRIKHE
and reported as follows: WeREWT :
2017 2016
—E—+F ZE—RF
HK$’000 HK$’'000
FEx FAT
Net deferred tax liabilities FERIE B EFRE 33,591 31,251
Pursuant to the PRC Corporate Income Tax Law, a 10% BEFBECEMSRHRE EHEH
withholding tax is levied on dividends declared to foreign investors B EINERERINEREEE
from the foreign investment enterprises established in the PRC. KB AR B BB 10% B TEFIRL ©
The requirement is effective from 1 January 2008 and applies to ZRTEBZEZ/\F-—H—HE
earnings after 31 December 2007. A lower withholding tax rate of R BRAR_ZETLF+A
5% may be applied if there is a tax treaty between the PRC and the = t+—HZEBESHNEF - W
jurisdiction of the foreign investors. The Group is therefore liable for A2 EHNBIIR B B BT TE B A HE
withholding taxes on dividends distributed by those subsidiaries @A AT MBRLD - AT IRERIE
established in the PRC in respect of earnings generated from 1 TR 5% BNTEHTL - Bt - K&
January 2008. EEMZERFEKIHHER
AEZZEN\F—A—HEME
BFIm 2 IREI I BB TEINEL
PROVISION FOR MAJOR OVERHAULS 28. EXBERHG

Pursuant to the service concession agreements entered into by
the Group, the Group has contractual obligations to maintain the
Facilities it operates to a specified level of serviceability and/or to
restore the Facilities to a specified condition before they are handed
over to the grantors at the end of the service concession periods.
These contractual obligations to maintain or restore the Facilities,
except for any upgrade element, are recognised and measured in
accordance with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets, i.e., at the best estimate of the expenditure that
would be required to settle the present obligation at the end of the
reporting period. The future expenditure on these maintenance and
restoration costs are collectively referred to as “major overhauls”.
The estimation basis is reviewed on an ongoing basis, and revised
where appropriate.
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mEMBRRME

PROVISION FOR MAJOR OVERHAULS (Cont’d) 28. EXBER#5E)
The movements in the provision for major overhauls of the Facilities FAN - ZEREOERNRIEEE
during the year are as follows: SEIT
2017 2016
—E—+tF TE—RE
HK$’000 HK$’000
FET FAT
At 1 January n—HA—AH 6,611 6,440
Addition NE 1,349 1,616
Increase in discounted amounts arising 7B RS 70 40 i 2 A &9 B
from the passage of time (note 8) R gL (fIzE8 ) 415 409
Transfer to liabilities associated with BREHESEARBELE
assets classified as held for sale BEMEBENEE - (1,258)
Exchange realignment b 5, &= 5 260 (596)
As 31 December R+-—A=+—H 8,635 6,611
ASSETS CLASSIFIED AS HELD FOR SALE/ 2. SEHBFHHERE HY
LIABILITIES ASSOCIATED WITH ASSETS MERBHHERERRANA
==

CLASSIFIED AS HELD FOR SALE

The Group entered into an agreement with an independent third
party which is indirectly wholly-owned by the Rugao Economic
and Technological Development Zone Administrative Committee
(the “Purchaser”) on 21 September 2016 and a supplemental
agreement subsequently on 28 February 2017 (the “Agreements”)
for the disposal of the entire equity interest in Rugao Honghao (the
“Disposal”). The consideration of the Disposal is RMB55,000,000
(approximately HK$64,548,000). The Agreements also stipulated
that the Purchaser will be responsible for all operating costs
and capital expenditure on an as-incurred basis (the “Additional
Payment Arrangements”) with effect from 15 November 2016 (as
revised under the supplement agreements) and until the date of
completion of the Disposal.

&

AEBR-_ZE—ARFLAZ+—
HE—ZBYE=/(EH] &
MREERMNAZEEZSME
BRI —DHE - k&
RZE—+tF A=+ N\BFL
—MhnE((&EH#E]) - B
ENMREHENEHNRETHES
H]) - HESEMNRERARK
55,000,000 7t (4964,548,000 &
TL) ° ZEHBIRE © B H A&
BT —R"Ft+—ATREHE
AR HRIER]) EKHESEAR
HEAMNE L EKRRRE AR
S ([BEIMS R HED) -

BEBRERARAE —Z—LFFR
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29. ASSETS CLASSIFIED AS HELD FOR SALE/ 29.
LIABILITIES ASSOCIATED WITH ASSETS
CLASSIFIED AS HELD FOR SALE (Cont’d)

The major classes of assets and liabilities of Rugao Honghao
classified as held for sale as at 31 December 2016 are as follows:

SEHSHEHERE RS
HARrHESERRMNA
fR(#)

MREER-_ZF—-RFE+H
=T —HoERBIFLEEENR
BENETEHHWT

HK$’000
FH&T
Property, plant and equipment (note (a)) Y - B M (e () 418
Receivables under service concession agreements R4 571 2 BE T 89 FE 5118 70,947
Inventories FE 62
Prepayments and other receivables FET I K B FE IR 3,268
Bank balances and cash RITHEB RIS 3,981
Total assets classified as held for sale NERHHEEERT 78,676
Trade payables B ENFIR 1,255
Provision for major overhauls (note (b)) EARBIEEHE (BI5E () 1,258
Deferred tax liabilities (note (c)) RAETIEAE (M () 7,335
Total liabilities associated with assets HABARELEEERH
classified as held for sale EORERERGEE 9,848
Note (a) M5E (a) HK$'000
FHAT
Transfer from property, plant and equipment BEBYE - BENRERE
and as at 31 December 2016 R —R"F+=-_A=+—H 418
Depreciation provided during the period of the year F R HEITE (11)
Exchange realignment 5B 19
Disposal (note 30) & (F13E30) (426)
As at 31 December 2017 RZE—+F+=ZH=+—H —
Note (b) B35 (o) HK$'000
FAET
Transfer from provision for major overhauls B g E R RsERE
and as at 31 December 2016 KR ZZ—RFE+A=+—H 1,258
Exchange realignment M 5 85 70
Disposal (note 30) & (F13E30) (1,328)
As at 31 December 2017 RZZE—+F+=—HA=+—H -
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ASSETS CLASSIFIED AS HELD FOR SALE/ 2. HEBRHHEHESE B
LIABILITIES ASSOCIATED WITH ASSETS MARBHHERERRNA
CLASSIFIED AS HELD FOR SALE (Cont’d) fR(#%)
Note (c) BI3E () HK$’000
FAET
Transfer from deferred tax liabilities BRERRERIEEER
and as at 31 December 2016 RZZE—R"F+=ZA=+—H 7,335
Deferred tax charged during the period of the year 4F R0 & IR FE 1B (397)
Exchange realignment b 5 &5 5| 399
Disposal (note 30) & (FEE30) (7,337)
As at 31 December 2017 RZZE—+F+=-A=+—H —
Further details of the Disposal are set out in note 30. EBREHE 2 E—THBENWE
30 -
DISPOSAL OF A SUBSIDIARY 30. HE—MKELAF
During the year, the Group transferred the ownership of Rugao FAN - AEERBINRRENME
Honghao to the Purchaser. The net assets of Rugao Honghao at BEETES - R ZEHNHE
the date of disposal were as follows: HEIMEEFENT -
CONSIDERATION RECEIVED AND RECEIVABLE BB A E
HK$’000
FAET
Cash received 2YERE 2,893
Deferred cash consideration receivable FEWCEREIR & (B 61,655
Total consideration received and BN EERE
receivable 64,548

BEBRERARAE —Z—LFFR
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30. DISPOSAL OF A SUBSIDIARY (Cont’d)

30. HE—FRELT(#F)

ANALYSIS OF ASSETS AND LIABILITIES OVER WHICH RERFECEERARBS I :
CONTROL WAS LOST:

HK$’000

FHET

Property, plant and equipment W - BB NEE 426

Receivables under service concession

ARISAF ST REZBE T B R UGRIR

arrangements 66,545
Inventories FE 53
Other receivables and prepayments H th W MRS HUE 1,150
Bank balances and cash RITHEBRIRS 10
Trade payables = AN (153)
Other payables and accruals HEM NI ETER (853)
Provision for major overhauls BERRIEEE (1,328)
Deferred tax liabilities EEFIBEE (7,337)
Net assets disposed of BEHREEEFE 58,513
GAIN ON DISPOSAL OF A SUBSIDIARY: HE—RHMB LTS :

HK$’'000
FBT
Consideration received and receivable B R ERRE 64,548
Net assets disposed of BEHEEEFE (58,513)
6,035

NET CASH INFLOW ARISING ON DISPOSAL: HEELEMRLRANBEHE -
Cash received BUIRE 2,893
Less: bank balances and cash disposed of B BEHSIRITESRKIAS (10)
2,883

The deferred consideration will be settled in cash by the Purchaser

during the year ending 31 December 2018.
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SHARE CAPITAL 31. K&
2017 2016
—E—tF ZE—RF
HK$’000 HK$'000
FERT FATT
Authorised: ETE
3,800,000,000 ordinary shares 3,800,000,000 & &% &
of HK$0.0001 each 0.0001 B TT Ay & A% 380 380
Issued and fully paid: EETRARE
1,111,000,000 (2016: 1,111,000,000) 1,111,000,000 A%
ordinary shares of HK$0.0001 each  (ZZ—7~4F :
1,111,000,000 %)
SN EE0.0001 7T
HY 3 A 111 111
A summary of movements in the Company’s issued capital is as RATHE BT A BB 1
follows: T
Number
Note of shares Amount
B RHEE x-C]
HK$’000
FAETT
At 1 January 2016 R-E—R"F—H—H 952,000,000 95
Issue of shares pursuant to the BB ERE AR
acquisition of subsidiaries KI5 31T () 159,000,000 16
At 31 December 2016, R=Z—ARF
1 January 2017 +=A=+—-8"
and 31 December 2017 —E—-+tF—-HF—H
R-—ZB—tHF
+=HA=+—H 1,111,000,000 111
Note: PR -

(i) On 21 October 2016, 159,000,000 new ordinary shares of HK$0.0001
each were duly allotted and issued at a price of HK$0.5 per ordinary
share to Morgan Top Trading Company Limited, a nominee of Fusion
Joy Holdings Inc. and Carlton Asia Limited for the acquisition of
subsidiaries (note 39) pursuant to the share purchase agreement dated
16 June 2016. Further details are set out in the announcements of the
Company dated 16 June 2016 and 21 October 2016.

U

RZB-—RE+A=Z+—H"
BIEZT—R"FAA+EBH
88 A% % & 159,000,000 %
J% 1 18.0.0001 7% 7T # 37 % 38 A%
EREREBEROSBETHE
1% 2 & B % & % 17 T Morgan
Top Trading Company Limited
(Fusion Joy Holdings Inc. #y £
% N ) K Carlton Asia Limited
LAY RE BT /8 A A (B 5E39) © 3
—HHBRNARFRBAST
—ANERNATAARZT AT
+AZ+—HHRE -

BEBRERERARA —T LEFH
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Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

32.

RESERVES

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity.

(A)

(B)

OTHER RESERVE

The balance mainly represents a HK$113,780,000 debit
reserve resulting from the share swap pursuant to the group
reorganisation (details set out in notes 24 and 25(a)(i) for
the year ended 31 December 2014) and a HK$82,304,000
credit reserve resulting from capitalisation of shareholders’
loans (details set out in note 25(a)()) for the year ended 31
December 2014).

GENERAL RESERVE

The transfers from retained profits to the general reserve
were made in accordance with the relevant PRC rules and
regulations and the articles of association of the Company’s
subsidiaries established in the PRC.
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mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

PARTIAL-OWNED SUBSIDIARY WITH MATERIAL 33. BMEEEXERBRESMIER
NON-CONTROLLING INTERESTS BMELE
Details of the Group’s subsidiary that has material non-controlling A ERFIERERD RSB M
interests are set out below: BARIKFERHIINT -
Percentage of Profit for the year
Place of equity interest allocated to Accumulated
incorporation/ held by non- non-controlling interests balance of non-
Name of company  Form of entity  operation controlling interest by the Group controlling interests
HMERL/ FERER rEESET FERERN
NRER BEp 2EBE FisRER AL FERERNENET Aot
2017 2016 2017 2016 2017 2016
“E4E | ZENF | 2Bt | T F | ZBtE | ZEF
% % HK$'000 HK$'000 HK$'000 HK$'000
THER THL TER TAL
Haian Hengfa Incorporated PRC 30 30 246 938 217,909 26,655
BREE Rl i

Summarised financial information in respect of the Company’s
subsidiary that has material non-controlling interests is set out
below. The summarised financial information below presents

amounts before intra-group eliminations.

RRTHABARIFERERAOM
BRI BEERBEHNT
X U THBENBEZSEHE
WA R HAT AU -

HAIAN HENGFA BRER
2017 2016
—E—+tF ZE—RF
HK$’000 HK$’000
FaET FHET
Current assets BB E 16,187 15,237
Non-current assets EMENEE 93,709 92,491
Current liabilities iEIN=NI (2,384) (5,876)
Non-current liabilities EREEE (14,482) (13,002)
Equity attributable to owners of ZAYNEIE SN oy e
the Company 73,693 70,767
Non-controlling interests of Haian Hengfa /8 715 2% #) JE1ZE A hE 5 19,337 18,083

BEBRERARAE —Z—LFFR



Notes to the Consolidated Financial Statements
AR ME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

33. PARTIAL-OWNED SUBSIDIARY WITH MATERIAL 33. HEEXEREREZSMER
NON-CONTROLLING INTERESTS (Cont’d) HRBLTE ()
HAIAN HENGFA (Cont’d) BRER(E)
2017 2016
—E—+tF ZE—RF
HK$°000 HK$'000
T FET
Revenue EERA 10,217 12,469
Profit attributable to owners of RARER AERRT
the Company 573 2,188
Profit attributable to non-controlling G E B IR R R IR (R T
interests of Haian Hengfa 246 938
Profit for the year FRE 819 3,126

Other comprehensive income (expense) A ml#EA ARE(L
attributable to owners of the Company ~ Efth 2 mE U A (Fi) 2,353 (4,593)

Other comprehensive income (expense) /& Z1F 25 JEFE AR hE 25 FEAG
attributable to non-controlling interests ~ EH A2 E U A (Fs2)
of Haian Hengfa 1,008 (1,968)

Other comprehensive income (expense) FAE M2 EUA (FZ)
for the year 3,361 (6,561)

Total comprehensive income (expense) ZANAFIEA ARG Z2ERA
attributable to owners of the Company (B ) #2%8 2,926 (2,405)

Total comprehensive income (expense) /&% 18 35 JF1EAS A 25 FE
attributable to non-controlling interests & E YA (Bisx ) 4248
of Haian Hengfa 1,254 (1,030)

Total comprehensive income (expense) FRZEHWA (FIs7) 42%8
for the year 4,180 (3,435)

Net cash flows from operating activities B & /EEFE AR S REFE 2,581 12,536

Net cash flows (used in) from investing & &EE) (8 ) ELH

activities HEenE 5 (139) 25
Net cash flows used in financing activities B & /& B){F AR IR &R = F58 (2,258) (3,060)
Net increase in bank balances and cash $R1T#588 KIR S & NNF 5 184 9,501
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

CAPITAL RISK MANAGEMENT 34. BXEBER
The Group manages its capital to ensure that entities in the Group AEEETREHEHEARAUBRAS
will be able to continue as a going concern while maximising the ETEREGEMEEIRFELE
return to stakeholders through the optimisation of the debts and AEKE  RARBRBELEBHK
equity balance. S HE 2 TR AR R Y Bl R A
The capital structure of the Group consists of debts, which includes AEENERAEEBRIEEL 8
the bank borrowings disclosed in note 26 and equity attributable to FEW 26 W EEMIRTTIE R AR
owners of the Company, comprising issued capital and reserves. AEAAELER (BREEBITR
R fERE) ©
The directors of the Company review the capital structure on an RRAREESEFMITBERLERH -
annual basis. As part of this review, the directors consider the cost ERBEM—&n EFZEEE
of capital and the risks associated with each class of capital. Based ARAREZBBEREGBHR
on recommendations of the directors, the Group will balance its br - REBEEENHBEER A%
overall capital structure through the payment of dividends, new EREHIRMTRE - FITHRG
share issues and share buy-backs as well as the issue of new debt REERRMD - ARBEITHEB K
or the redemption of existing debt. BORBEEHETFHERRBERR
o
The Group’s overall strategy remains unchanged from prior year. AEERNBEREHEZFRFD
@ o
FINANCIAL INSTRUMENTS 35. &#mTH
(A) CATEGORIES OF FINANCIAL INSTRUMENTS A) S€mTHRER
FINANCIAL ASSETS THEE
2017 2016
—E—tHF ZE—RF
HK$’000 HK$’000
FET FAT
Loans and receivables ER N EW IR 435,666 347,672
Available-for-sale investments A ERE 10,311 23,383
445,977 371,055
FINANCIAL LIABILITIES eRAas
2017 2016
—E—tHF ZE—RF
HK$’000 HK$'000
FET FHT
Amortised cost BHHAOR 56,453 60,106

BEBRERARAE —Z—LFFR
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

35.

FINANCIAL INSTRUMENTS (Cont’d)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include receivables
under service concession arrangements, trade receivables,
other receivables, trade payables, other payables, amounts
due to related parties and bank borrowings. The risks
associated with these financial instruments include market
risk (interest rate risk and other price risk), foreign currency
risk, credit risk and liquidity risk. The policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

MARKET RISK
(i) Interest rate risk

The Group is exposed to cash flow interest rate risk
in relation to the floating-rate bank borrowings (see
note 26 for details of these borrowings). The Group
cash flow interest rate risk is mainly concentrated on
HIBOR arising from the Group’s HK$ denominated
borrowings. It is the Group’s policy to keep its
borrowings at floating rate of interests so as to
minimise the fair value interest rate risk.

The Group was exposed to fair value rate risk in
relation of fixed-rate borrowings (see note 26 for
details of these borrowings).The Group aims at
keeping borrowings at variable rates.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

35. FINANCIAL INSTRUMENTS (Cont’d)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

MARKET RISK (Cont’d)

(i)

Interest rate risk (Cont’d)

The Group’s exposures to interest rates on financial
liabilities are detailed in the liquidity risk management
section of this note. The Group’s cash flow interest
rate risk is mainly concentrated on the fluctuation of
interest rate arising from the bank borrowings.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for bank
borrowings at the end of the reporting period.

For floating-rate borrowings, the analysis is prepared
assuming the amount of liability outstanding at the
end of the reporting period was outstanding for the
whole year. A 50 basis point increase or decrease
is used when reporting interest rate risk internally
to key management personnel and represents
management’s assessment of the reasonably
possible change in interest rates.

If interest rates had been 50 basis points higher/
lower and all other variables were held constant,
the Group’s post-tax profit for the year ended 31
December 2017 would have decreased/increased
by approximately HK$196,000 (2016: HK$126,000).
This is mainly attributable to the Group’s exposure to
interest rates on its variable rate bank borrowings.
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

35.

FINANCIAL INSTRUMENTS (Cont’d)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

MARKET RISK (Cont’d)

(i)

Other price risk

The Group is exposed to debt securities price
risk through its investments in available-for-sale
investments. The management manages this
exposure by maintaining a portfolio of investments
with different risk profiles. The Group’s other price
risk is mainly concentrated on equity and debt
instruments operating in infrastructure industry sector
quoted in the Stock Exchange.

Other price sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to equity and debt price risks
at the reporting date.

If the prices of the respective debt instruments had
been 5% higher/lower investment revaluation reserve
would have increased/decreased by approximately
HK$509,000 (2016: increased/decreased by
approximately HK$1,164,000) for the Group as a
result of the change in fair value of available-for-sale
investments.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

35. FINANCIAL INSTRUMENTS (Cont’d)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

FOREIGN CURRENCY RISK

Foreign currency risk is the risk that the value of a financial
instrument will fluctuate because of changes in foreign
exchange rates. Individual companies in the PRC and
Indonesia within the Group have limited foreign currency
risk as most of the transactions are denominated in the
same currency as the functional currency of the operations
in which they relate. However, as the principal subsidiaries
mainly carried out transactions in RMB and IDR, therefore
any appreciation or depreciation of HK$ against RMB and
IDR will affect the Group’s consolidated financial position
and be reflected in the exchange reserve.

As at 31 December 2017, individual companies in Hong
Kong within the Group have foreign currency exposure
because available-for-sale investments of approximately
HK$10,311,000 (2016: HK$23,383,000) and a bank
borrowing of HK$11,200,000 (2016: HK$ nil) were
denominated in US$. The Group considers that the currency
exposures in related to the US$ are insignificant as HKS is
pegged to the US$. Therefore, this balance is excluded from
the sensitivity analysis.
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e M RRME

For the year ended 31 December 2017 &% =&

35.

—tFT A= —HIEFE

FINANCIAL INSTRUMENTS (Cont’d)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

CREDIT RISK

As at 31 December 2017, the Group’s maximum exposure
to credit risk which will cause a financial loss to the
Group due to failure to discharge an obligation by the
counterparties arises from the carrying amount of the
respective recognised financial assets as stated in the
consolidated statement of financial position. The Group’s
credit risk is primarily attributable to its receivables under
service concession arrangements, trade receivables and
other receivables. The Group is exposed to concentration
of credit risk as the major customers of the Group are
the grantors in the PRC and consumer in Indonesia. The
directors of the Company consider that these customers are
local government authorities in the PRC and the Indonesia
which are financially sound and accordingly no provision is
required.

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at end of
the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the directors consider that the Group’s credit risk is
significantly reduced.

As at 31 December 2017, the Group’s credit risk is also
attributable to its other receivables. Included in other
receivables are mainly consideration receivable from an
independent third party which is indirectly wholly-owned by
the Rugao Economic and Technological Development Zone
Administrative Committee. The directors of the Company
consider that the credit risk is minimal.
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

35. FINANCIAL INSTRUMENTS (Cont’d)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

CREDIT RISK (Cont’d)

The credit risk for bank deposits is limited because the
directors of the Company consider that the counterparties
are financially sound.

LIQUIDITY RISK

The Group'’s liquidity position and its compliance with
lending covenants is monitored closely by the management
of the Company, to ensure that the Group maintains
sufficient reserve of cash and adequate committed line of
funding from major financial institutions to meet its liquidity
requirement in the short and long term. The Group finances
its working capital requirements through a combination
of funds generated from operations and bank and other
borrowings.

Liquidity and interest risk tables

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The table
has been drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on which
the Group can be required to pay. The maturity dates for
other non-derivative financial liabilities are based on the
agreed repayment dates. The tables include both interest
and principal cash flows. To the extent that interest flows
are floating rate, the undiscounted amount is derived from
interest rate curves at the end of the reporting period.
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e M RRME

For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

35. FINANCIAL INSTRUMENTS (Cont’d) 35. £MTHHE)
(B) FINANCIAL RISK MANAGEMENT OBJECTIVES AND (B) S£MBIEEERBFERBIE
POLICIES (Cont’d) (#)
LIQUIDITY RISK (Cont’d) nBEERERE (&)
Liquidity and interest risk tables (Cont’d) B E % R FIFE 7
(#)
Carrying
Repayable amount
Weighted ~ on demand or Total at
average 3 months undiscounted  31.12.2017
effective orless 3-6 6-12 1-3 Over  cashflows RZE-tE
interest rate BRER months months years 3years bRt t28
it 23] 3R 3%6 6212 123 it Réne =t-A
ERiE  diaRE fin fin £ 3 2] WERE
% HK$ 000 HK$000 HK$ 000 HK$ 000 HK$'000 HK$ 000 HK$ 000
% Tn T Tin Tn Tén Tin Tn
2017 ZE-tE
Trade payables BAEMEE - 9313 - - - - 9313 9313
Other payelles EEfsE - 1,466 - - - - 1,466 1,466
Bank bonavings Ffas 33 2,000 - 2618 4997 4702 40317 39,200
Amounts due to elated parfes B[R 7 308 - 6474 - - - - 6,474 6,474
45,253 - 2618 4907 4702 57510 56,453
Caming
Repayable amount
Weighted on demand or Tota a
average 3 months undiscounted ~ 31.12.2016
effective orless 3-8 6-12 1-3 Over cashfons  IZF-RE
eestrale  BRER months months Jears 3years e 2R
e ERIES 326 6512 123 i Réng =1-H
ERHE  SbAEE A A £ 8% g R
% HKS 000 HKS'000 HKS 000 HK5 000 HKS'000 HKS 000 HKS'000
% TEn Tin Tin Tin Tin Tin Tin
2016 Z8-%
Trade payelles EAENTE - 1995 - - - - 1995 199%
Other payables EHE[EHE - 1183 - - - - 1183 1183
Bank borowings Firfast 354 31,028 73 02 - - 3249 046
Amounts due to related pares  EEREE 30 - 6,542 - - - - 6,542 6,542
58,703 3 0 - - 60,178 60,106
The amounts included above for variable interest rate fisd JZ By A R A Y BRI E HAR

instruments for non-derivative financial liabilities are subject
to change if changes in variable interest rates differ from
those estimates of interest rates determined at the end of

the reporting period.
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mEMBRRME

For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

35. FINANCIAL INSTRUMENTS (Cont’d)

(€)

FAIR VALUE

The fair values of available-for-sale investments are based
on quoted market prices.

The Group enters into a derivative financial instrument with
a financial institution with an investment grade credit rating.
The derivative financial instrument, which is a cross currency
swap, is measured using valuation techniques similar to
swap models, using present value calculations. The models
incorporate various market observable inputs including the
foreign exchange spot and forward rates and interest rate
curves. The carrying amount of the cross currency swap is
the same as its fair value.

The following tables illustrate the fair value measurement
hierarchy of the Group’s financial instruments:

ASSETS MEASURED AT FAIR VALUE

35. &EMTAE)

(©)

LR{E

THEERE 2 RRETY
B R -

AEEE AR E R
EEFEANESREEERT L
TESBIT R - TESR
TA(AIXXNE®E®R)
RAREFEEZBUE
BRANHERDFE -
ZERMAZ A BRT
S AT BEIMER
B = HEE MR X
e RXNEBEHRNKE
EREARNAERR -

TRIIRAEBERTA
MARETERBR :

BAREBEIENEE

Fair value measurement
using quoted prices
in active markets

(Level 1)
BEBRTIBRE
SENAARE
(-4
HK$’000
FHEIT
As at 31 December 2017 R-—ZE—tF+=-A=+—H
Available-for-sale investments aHHERE
Debt investments BREE 10,311
10,311
As at 31 December 2016 RZE—RE+=ZHA=+—H
Available-for-sale investments AHHERE
Debt investments BEEE 23,383
23,383
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36.

SHARE OPTION SCHEME

The Company’s share option scheme (“Share Option Scheme”),
was adopted pursuant to a resolution passed on 5 September
2014 for the primary purpose of providing incentives to directors
and eligible employees for their contribution or potential contribution
to our Group. Under the Scheme, the board of directors of the
Company may grant options to eligible employees, including
directors of the Company and its subsidiaries, to subscribe for
shares in the Company.

At 31 December 2017, the number of shares in respect of which
options had been granted and remained outstanding under the
Scheme was 500,000 (31 December 2016: 500,000), representing
0.045% (31 December 2016: 0.045%) of the shares of the
Company in issue at that date. The total number of shares in
respect of which options may be granted under the Scheme is not
permitted to exceed 10% of the shares of the Company in issue
at any point in time, without prior approval from the Company’s
shareholders. The number of shares issued and to be issued in
respect of which options granted and may be granted to any
individual in any one year is not permitted to exceed 1% of the
shares of the Company in issue at any point in time, without prior
approval from the Company’s shareholders.

The limit on the total number of Company’s shares which may be
issued upon exercise of all outstanding options granted and yet to
be exercised under the Share Option Scheme and any other share
option schemes of our Company at any time shall not exceed 30%
of the Shares in issue from time to time (the “Maximum Limit”). The
maximum number of Shares in respect of which options under
the Share Option Scheme and any other share option schemes
of our Company may be granted is 10% of the Shares in issue
immediately upon completion of the share offer, being 80,000,000
Shares (the “Scheme Limit”), excluding for this purpose the number
of shares which would be issued on the exercise in full of the
options granted under the Share Option Scheme or any other
schemes of our Company but not cancelled, lapsed or exercised;
the number of Shares which have been allotted and issued
pursuant to the exercise of any options granted under the Share
Option Scheme or any other schemes of our Company; and the
number of cancelled Shares.
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SHARE OPTION SCHEME (Cont’d)

No options shall be granted under any schemes of our Company
(including the Share Option Scheme) if this will result in the
Maximum Limit being exceeded.

Any grant of options to a director, chief executive or substantial
shareholder of our Company or any of their respective associates
is required to be approved by our independent non-executive
directors (excluding any independent non-executive director who
is the grantee of the options). If the Board determines to offer to
grant options to a substantial shareholder or an independent non-
executive director or any of their respective associates which will
result in the number of shares issued and to be issued in excess
of 0.1% of the issued shares or with an aggregate value (based
on the closing price of the shares at the date of grant) in excess of
HK$5,000,000 within any 12-month period is subject to approval
by shareholders of the Company in general meeting.

The subscription price for the Company’s shares on the exercise of
options under Share Option Scheme shall be at least the highest
of: (a) the closing price of the shares as stated in Stock Exchange’s
daily quotations sheet on the date of grant, which must be a
business day; (b) the average closing price of the shares as stated
in the Stock Exchange’s daily quotations sheet for the 5 business
days immediately preceding the date of grant; and (c) the nominal
value of the share.
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36.

SHARE OPTION SCHEME (Cont’d)

During the year ended 31 December 2017, movements of the
Company’s share options held by senior management were as
follows:

RRRR IRt ® (47)

REBE-Z—tHF+-A=1+—
BI-FEHE AeREERER
BEARRBIBERE 2 ZEIT

Number of share options
BRERR
Exercisable
share
Outstanding options at
at the Granted Outstanding the end
beginning during at the end of the year
of the year theyear  of the year RER
REH REEFE REE AT
I R AT E&i e RAT I JERE
For the year ended 31 December 2017 BE-Z-+&
TZA=t—BLFE
Year of grant of options 2016 KtEREEE
—T-RF 500,000 - 500,000 -
Weighted average exercise price (HK$) IR E (ET) 0.52 - 0.52 -

The estimated fair value of the options granted on 14 April 2016 is
HK$0.25.

The exercise price of the options of HK$0.52 was equal to the
market price of the shares on the date of grant. Options granted
must be taken up within 30 days of the date of grant — 14 April
2017, upon payment of HK$1.00 per option. Each of the grantees
to whom an option has been granted under the Scheme shall be
entitled to exercise their options up to 33%, 66% and 100% of the
shares that are subject to the option so granted to them at any
time during the period commencing from the first, second and third
anniversaries of the date. The options will vest over a period of
three years from the date of grant and the chief financial officer will
still be employed on the date of vesting and exercise. The validity
period of the options is ten years from the date of grant and the
options shall lapse at the expiry of the validity period. The fair value
at grant date is estimated using a binomial pricing model, taking
into account the terms and conditions upon which the options were
granted. The contractual life of each option granted is ten years.
There is no cash settlement of the options.
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SHARE OPTION SCHEME (Cont’d)

The fair value was calculated using the Binomial model. The inputs
into the model were as follows:

Weighted average share price 0.52
Exercise price 0.52
Expected dividend vyield (%) 1.35
Expected volatility (%) 47.69
Risk-free interest rate (%) 1.33
Expected life of share options (years) 10

Expected volatility was determined by using the historical volatility
of the comparable companies’ share prices over the previous 7-10
years. The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects of non-
transferability, exercise restrictions and behavioural considerations.

During the year ended 31 December 2017, the Group has
recognised approximately HK$46,000 of share-based payment
expense in profit or loss (2016: HK$54,000).

RETIREMENT BENEFIT OBLIGATIONS

(A) DEFINED CONTRIBUTION RETIREMENT PLAN
OPERATING IN HONG KONG

The Group operates a defined contribution MPF Scheme in
Hong Kong under the Mandatory Provident Fund Schemes
Ordinance for employees who are eligible to participate
in the MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are charged
to profit or loss as they become payable in accordance
with the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

36.

37.

RRRRIERTEI(4)

DA ETE B E ER A
%o PRER Y BABELT ;

AR E 0.52
1EE 0.52
TEHRRR B3R (%) 1.35
TEHRR 18 (%) 47.69
422 [ g2 1) 2K (%) 1.33
FERS R TR HAE HE (4F) 10

EHKER A A L A RB A
TtETFREZELKBEE
BA AR ENERIEEERE
ZEREMBFMAAAEE  1TER
HRITAERARZEEFLH

%%o
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37.

RETIREMENT BENEFIT OBLIGATIONS (Cont’d)

(B)

(€)

DEFINED CONTRIBUTION RETIREMENT PLAN
OPERATING IN THE PRC

The employees of the Group’s operations in the PRC are
required to participate in central pension schemes operated
by the local municipal governments, the assets of which
are held separately from those of the Group. Contributions
are made by the Group based on a percentage of the
participating employees’ salaries and are charged to profit
or loss as they become payable in accordance with the rules
of the central pension schemes. The employer contributions
vest fully once made.

DEFINED BENEFIT RETIREMENT PLAN OPERATING
IN INDONESIA

Under the Indonesia Labor Law, companies are required to
pay separation, appreciation and compensation benefits to
their employees if the conditions specified in the Indonesia
Labor Law are met. The Group’s subsidiaries in Indonesia,
estimates its liability for employee service entitlement
benefits in order to meet and cover the minimum benefits
requirement to be paid to employees under the Indonesia
Labor Law.

The plan exposes the Group to actuarial risks such as
investment risk, interest rate risk, longevity risk and salary
risk.

INVESTMENT RISK

The present value of the defined benefit plan liability is
calculated using a discount rate determined by reference to
Indonesian government bonds; if the return on plan asset is
below this rate, it will create a plan deficit.
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37. RETIREMENT BENEFIT OBLIGATIONS (Cont’d)

(€)

DEFINED BENEFIT RETIREMENT PLAN OPERATING
IN INDONESIA (Cont’d)

INTEREST RATE RISK

A decrease in the bond interest rate will increase the plan
liability.

LONGEVITY RISK

The present value of the defined benefit plan liability is
calculated by reference to the best estimate of the mortality
of plan participants both during and after their employment.
An increase in the life expectancy of the plan participants will
increase the plan’s liability.

SALARY RISK

The present value of the defined benefit plan liability is
calculated by reference to the future salaries of plan
participants. As such, an increase in the salary of the plan
participants will increase the plan’s liability.

The post-employment benefits are unfunded.

The most recent actuarial valuation of the present value
of the defined benefit obligation was carried out at 31
December 2017 by PT Dayamandiri Dharmakonsilindo,
an independent actuarial consulting firm in Indonesia. The
present value of the defined benefit obligation, and the
related current service cost and past service cost, were
measured using the Projected Unit Credit Method.

37. BHEFIRE(H)
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37. RETIREMENT BENEFIT OBLIGATIONS (Cont’d) 37.

(C) DEFINED BENEFIT RETIREMENT PLAN OPERATING
IN INDONESIA (Cont’d)

(] CURRENT SERVICE COST:

The current service cost and the net interest expense
for the year are included in the employee benefits
expense in profit or loss. Of the expense for the year,
HK$152,000 (2016: HK$ nil) has been included in the
administrative expenses.

The remeasurement of the net defined benefit liability
is included in other comprehensive income.

()] RETIREMENT BENEFIT OBLIGATIONS:

BRFRFIRE(F)
(C) MEPEEITZRERFIE
hatEl(#%)

() B ATARIS A AN

B Al AR 7% B AN Ko
A B R OF BB AT
ABZEXNEER
M- FRAMAX
152,000/ t( =&
—REFEERT)E
AT -

REBMEBEFER

ZEHFTEAH
b ZEURA -

(I RIKENEE:

The amount included in the consolidated statement of AEEGRERA
financial position arising from the Group’s obligation EMEEELED
in respect of its defined benefit plan is as follows: ARSI BRI
REVBREMOT
2017 2016
—E—+5F —EREF
HK$’000 HK$'000
FET FAT
Present value of funded ~ Z;FEREBAMEERE
defined benefit
obligation 171 —
Fair value of plan assets T EIEEMAAE - —
Net liability arising AERNETEENABEFAE
from defined benefit
obligations 171 —
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For the year ended 31 December 2017 #%2 =&

RETIREMENT BENEFIT OBLIGATIONS (Cont’d)
(C) DEFINED BENEFIT RETIREMENT PLAN OPERATING

mEMBRRME

—tFF A= —HIEFE

37. BERFIRE(F)
(C) MENRETZHRERFIE

IN INDONESIA (Cont’d) hEtEI(#8)
()  RETIREMENT BENEFIT OBLIGATIONS: (Cont'd) n RIKEREE
( &)
Movements in the present value of the defined benefit AERANETHRE
obligations in the current year are as follows: NNy == o g (e
T :
2017 2016
—E2—+tF —ERF
HK$’000 HK$’000
FERT FAT
Opening defined benefit ~ FHRERFEE
obligation = -
Current service cost B AIARTEA A 181 —
Interest cost A2 W$ 1 —
Past service cost, BERBHA (B IEERKE)
including gains
on curtailments (30) —
Remeasurement losses: ~ E#EH &2 /E518 ¢
— Actuarial gains and — RERRMES
losses arising from 5B W K EE
experience adjustments 7 —
— Actuarial gains and —AOREREETEE
losses arising from 5B W K EE
change in demographic
assumptions 14 —
Benefits paid 2REA (1) —
Exchange differences on  J&4NtEIE 5 =58
foreign plans (1) —
Closing defined benefit ~ FRFERBFAEFE
obligation 171 -
()  KEY ASSUMPTIONS: (i  EASEERER :
The principal assumptions used for the purposes of BEMEMAEE
the actuarial valuations were as follows: (CEINE
2017 2016
—E—tF —E—RF
Discount rate ARIR & 7.4% —
Expected rate of salary ~ FEHAH & FHiE
increase 4.5% —
BRREAZRERLE —T—LFFR
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37. RETIREMENT BENEFIT OBLIGATIONS (Cont’d)

37. BHREFIRE(HE)

(C) DEFINED BENEFIT RETIREMENT PLAN OPERATING (C) RERETTZRERFE

IN INDONESIA (Cont’d) hetEI(#E)

()  KEY ASSUMPTIONS (Cont’d) () BISRBEE (&)
Significant actuarial assumptions for the determination ETATERACE
of the defined obligation are discount rate and AEEREZREIR
expected salary increase. The sensitivity analysis R KB B & 18
below has been determined based on reasonably & o LATF&E
possible changes of the respective assumptions MRE R RS H R
occurring at the end of the reporting period, while EREBELEE ﬁ—f
holding all other assumptions constant. BE B B A fh R &

ﬁ%TmW%D
Increase/
(Decrease)/ (decrease)
increase in net
in net obligation
defined benefit benefit
obligations obligations
Increase RERH Decrease RERH
in rate EAFE in rate BERFR
MELA  (BD) /%M FETE 80/ (FD)
% HK$'000 % HK$'000
FhER FhEr
As at 31 December 2017 R-B-tf+-A=t-H
Discount rate(s) BR% 1 (5) 1 6
Expected rate(s) BFeHE
of salary increase 1 6 1 U]

The sensitivity analysis presented above may not be
representative of the actual change in the defined
benefit obligation as it is unlikely that the change in
assumptions would occur in isolation of one another
as some of the assumptions may be correlated.
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37. RETIREMENT BENEFIT OBLIGATIONS (Cont’d)

(€)

DEFINED BENEFIT RETIREMENT PLAN OPERATING
IN INDONESIA (Cont’d)

(I  KEY ASSUMPTIONS (Cont’d)

Furthermore, in presenting the above sensitivity
analysis, the present value of the defined benefit
obligation has been calculated using the projected
unit credit method at the end of the reporting period,
which is the same as that applied in calculating the
defined benefit obligation liability recognised in the
consolidated statement of financial position.

38. RELATED PARTY TRANSACTIONS

(@)

On 11 December 2015, the Group entered into an
administrative services sharing agreement with Dragonfield
Management Limited (“Dragonfield”), a company
substantially owned by close family members of a
director of the Company in connection with the sharing of
administrative services, retrospectively, effective from 1 July
2015 to 30 June 2018. The Group was charged for the
shared administrative services, which includes the rent to
Dragonfield for the area of the office preciouses used by the
Group, on a cost basis.

The total amount of shared administrative services expenses
charged to profit or loss during the year ended 31 December
2017 was HK$3,216,000 (2016: HK$3,676,000)

There is no amount due to Dragonfield for both years.

37. BHEFIRE(H)
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38. FMBABRH
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38.

RELATED PARTY TRANSACTIONS (Cont’d)

(b)

During the year ended 31 December 2016, the Group
acquired 20% attributable interest in Weal Union Limited
(“Weal Union”) and its subsidiary, RPSL, from Carlton Asia
Limited (“Carlton Asia”), a company substantially owned by
close family members of a director of the Company (note
39). No such transaction was noted during the year ended
31 December 2017.

During the year ended 31 December 2017, HK$1,658,000
(2016:HK$677,000) services fee and rental expenses were
paid to related companies over which a director of the
Company has significant influence to operate, monitor and
maintain the two power plants of the Group.

During the year ended 31 December 2016, the Group
disposed of an available-for-sale investment with fair value
of approximately HK$22,000,000 at the date of transfer
to a close family member of a director of the Company as
repayment of the shareholder loans which were made to the
Group during the year ended 31 December 2016. No such
transaction was noted during the year ended 31 December
2017.
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RELATED PARTY TRANSACTIONS (Cont’d) 38. FMAXH (&)

() Compensation of key management personnel () FEEEEASNWHH
The remuneration of directors and other members of key RENEEFRFEER
management during the year was as follows: Hith ABBFBAT -

2017 2016

—E—tF —E—RF

HK$’000 HK$’000

FET FHAT

Short-term employee benefits FEHEE SR 4,368 4,209

Post-employment benefits BEER 1242 1 76 150

4,444 4,359
The remuneration of directors and key executives is EERTETBRAEZE
determined by the remuneration committee having regard MeEHFmMEEex=ERE
to the performance of individuals and market trends. Further AXRBEMGBERE
details of compensation of directors’ emoluments are F-EEZMamE—FEF

included in note 10. TEEAIFE10 ©
ACQUISITIONS OF SUBSIDIARIES 39. WREMELTE

FOR THE YEAR ENDED 31 DECEMBER 2016

On 21 October 2016 (“the Acquisition Date”), the Group acquired
80% attributable interest in Weal Union from an independent
third party, Fusion Joy Holdings Inc. (“Fusion Joy”) at a cash
consideration of US$7,967,800 (approximately HK$62,149,000)
and issuance of 143,300,000 ordinary shares of the Company,
based on the quoted price of the shares on the Acquisition Date,
amounting to HK$71,650,000; and the remaining 20% attributable
interest in Weal Union from Carlton Asia at a cash consideration
of US$3,290,200 (approximately HK$25,663,000) and issuance
of 15,700,000 ordinary shares of the Company, based on the
quoted price of the shares on the Acquisition Date, amounting
to HK$7,850,000. Immediately after the acquisition, Weal
Union becomes the wholly owned subsidiary of the Group. The
acquisitions are accounted for using the purchase method.

BE_Z—X"¥+-A=+—H
i1:3: 5

RZE—R"F+A=-+—RH(%
BHE  AEER—RBBILFE=
75 Fusion Joy Holdings Inc ([ Fusion
Joy |) Uk BE 7 1B 81 Y 80% FE 1 2
#= - [ e R{E A/7,967,800% T
(4962,149,000/8 7T ) + I LA U B
H HA &9 i% 19 % (8 3£ 17 71,650,000
7 I Z AN A 8)143,300,000 f%
BT ; I B Carlton Asia Y 88 7 B
BRBH20% EEER  BaR
& 3,290,200 T ( 425,663,000
Bor) - W AYEE B B R IR 1D R
{& 3% 177,850,000/ 7T 2 &N 1 &
15,700,000 % ik - Efz sz
£IH% - BERAREBRNZEN
BAAE - mEERERAYESR
JENER ©

BEBRERERARA —T LEFH
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39. ACQUISITIONS OF SUBSIDIARIES (Cont’d) 39.

FOR THE YEAR ENDED 31 DECEMBER 2016 (Cont’d)

Weal Union is a limited liability company incorporated in Hong Kong
while RPSL is a company incorporated under the laws of Indonesia
and is 95% held by Weal Union (“Weal Union Group”).

Weal Union is an investment holding company while RPSL operates
a palm kernel oil mill to render palm kernel oil for sale and an
ancillary power plant to supply of excess electricity to Perusahaan
Listrik Negara, an Indonesia’s stated owned power company.

Fair value of assets acquired and liabilities assumed at the
Acquisition Date:

W R B B 2 B (#F)

BE—_F—"F+=-A=+—H
1£:3: 4¢ "))

B R —RREEETMARILINE
PRAA] - i RPSLA—EIRIRENE
EREMAKZN R F B HBER
BEI5% 2t ([TERRE ) -

BMEAes—BEREERRA:
MRPSLAS & — M K S #E =
S 2 A2 e 1R R LA & — FE AT @)
Perusahaan Listrik Negara (— & Ef]
BEBEHRE)HEBFE N2
BFER

RULRE B HR P U S B B I PR SR
BENAAE:

HK$’'000
FAT
Property, plant and equipment (note) M - S Kk (T EE) 145,753
Trade receivables B 5 WA 5,440
Inventories e~y 801
Prepayments AT RIE 876
Bank balances and cash RITEREIRS 2,730
Amount due to the immediate holding company & B Z %A RFkIE (58,196)
Amounts due to related parties JE 1< ARG 75 kIR (6,542)
Trade payables B S ENFIA (6,207)
Accruals and other payables BT ERA R EMENFUR (1,887)
Income tax payables FER FR1SHR (84)
Total identifiable net assets acquired BRI B B E T EARRE 82,684

Note: The fair value of property, plant and equipment acquired in business
combination is based on valuations performed by an independent
qualified professional valuer with reference to market value or
depreciated replacement cost of the property, plant and equipment.

The trade receivables acquired with fair value of HK$5,440,000
had gross contractual amounts of HK$5,440,000 at the date of
acquisition. The best estimate at acquisition date of the contractual
cash flows not expected to be collected amounted to nil.
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

ACQUISITIONS OF SUBSIDIARIES (Cont’d)
FOR THE YEAR ENDED 31 DECEMBER 2016 (Cont’d)

W R B B 27 (4F)

BE_F—XR"F+=-A=+—H
1%:3: 4¢ "))

Goodwill arising from the acquisitions: WHEESX 2 HE
HK$’000
FA&T
Cash consideration paid BERIEERE 87,812
Fair value of consideration shares issued BETRERNDAAE 79,500
Total consideration RERTE 167,312
Add: Non-controlling interests (i.e. 5% of RPSL)  #i : FE#E&AE S (BIRPSL 2 5% %5 ) 1,071
Less: Fair value of the net assets acquired B BEWEEEFEZANE (82,684)
Goodwill EES 85,699

As part of the consideration for the acquisition of Weal Union
Group, 159,000,000 ordinary shares of the Company with par
value of HK$0.0001 each were issued. The fair value of the
ordinary shares of the Company, determined using the published
price available at the date of the acquisition, amounted to
HK$79,500,000.

Net cash outflow on acquisitions:

ERKBEBEEE 2D RE -
AQFE B TS EE A 0.0001
79T 159,000,000 A& 3@ A% © 7
NEIEBRAABEFEARKER
HUHERAZEARBIRETE
£ %4/579,500,000 87T °

WIREL ZIREMHFAE

Total
BEt
HK$000
FAT

Cash consideration paid BEReRE

(87,812)

Less: bank balances and cash acquired B BRI AR KRR S 2,730

(85,082)

The non-controlling interests recognised at the acquisition
date were measured by the present ownership instruments’
proportionate share in the recognised amounts of the acquiree’s
identifiable net assets.

KU RS B HIRER 2 FR A 1R
Bz EAETRZLODIEH
WEDABNEEFECERAE
BAtE -

BEBRERARAE —Z—LFFR
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39.

ACQUISITIONS OF SUBSIDIARIES (Cont’d)
FOR THE YEAR ENDED 31 DECEMBER 2016 (Cont’d)

Goodwill arose in the acquisition included amounts in relation to the
benefit of expected revenue growth and future market development
of RPSL. These benefits are not recognised separately from
goodwill because they do not meet the recognition criteria for
identifiable intangible assets.

None of the goodwill arising on this acquisition is expected to be
deductible for tax purposes.

Included in the loss for the year is HK$2,555,000 attributable to the
business generated by Weal Union Group. Revenue for the year
includes HK$4,028,000 generated from Weal Union Group.

Had the acquisition been completed on 1 January 2016, total
group revenue for the year would have been HK$124,718,000, and
profit for the year would have been HK$15,481,000. The pro forma
information is for illustrative purposes only and is not necessarily
an indication of revenue and results of operations of the Group
that actually would have been achieved had the acquisition been
completed on 1 January 2016, nor is it intended to be a projection
of future results.
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BE—_F—"F+=-A=+—H
1£:3: 4¢ "))

WEEEEE 2 HERERH
RPSL T8 HRUg A8 & & oK 2R T 45 8%
RETEROFIZ - AREFRFE
Al BB EMERIZE - g
25 e W B P B FIRERR o

Wt RS BT 2 BT
GEIR

N ET1E 2,555,000 78 T 5T A JBA]
SEEANDRER - FARWNE
BIEBE S B E £/ 4,028,000
7TE o
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40.

STATEMENT OF FINANCIAL POSITION OF THE 40. FLFHMBRAE
COMPANY
STATEMENT OF THE FINANCIAL POSITION OF THE EATRMBER AR
COMPANY
2017 2016
—E—+tfF —E—REF
HK$’000 HK$’'000
FBT FHEIT
Non-current assets ERBEE
Investments in subsidiaries RETBRRMRE 283,433 281,094
Available-for-sale investments AR ERE 10,311 23,383
Amount due from subsidiaries FEULFT B A RIFIR 90,037 —
383,781 304,477
Current assets REEE
Other receivables E A FE R IE 172 166
Amounts due from subsidiaries JE B B A B FR 40,997 115,639
Bank balances and cash RITHE R RIRS 1,881 3,836
43,050 119,641
Current liabilities REaE
Accruals =4 1,300 1,485
Amount due to a subsidiary e —FEKT B R R IAE 22,451 12,600
23,751 14,085
Net current assets REBEEFE 19,299 105,556
Total assets less current liabilities @A&ERARBEE 403,080 410,033
Equity R
Issued capital BEITIRA 111 111
Reserves E 402,969 409,922
Total equity i 403,080 410,033

BEBRERARAE —Z—LFFR
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

40. STATEMENT OF FINANCIAL POSITION OF THE 40. FOFTMBBRAE (&)
COMPANY (Cont’d)
MOVEMENT IN EQUITY OF THE COMPANY ENFESEH
Retained
earnings
Share Investment  (accumulated
Issued Share option revaluation losses)
capital premium reserve reserve REEH Total
ERTRA RtEE  BRERE REEMRE  (ZRER) ]
HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000
ThT i i AL Thr ThT
At 1 January 2016 RZF-EF-A-H % 329,547 - (801) 13,488 342,329
Loss for the year ERER - - - - (3,636) (3,630)
Fair value change on avalable-for-sale AT ERE 7 A EED
investments - - - 2,125 - 2,12
Investment revaluation reserve released i E Tk EREEBREE
upon disposal of avallable-for-sale Btk
investments - - - (819 - (819
Total comprehensive income (expenses)  ERZEUA (FI%) 8
for the year - - - 1,306 (3,636) 2,330)
Issue of shares kb 16 79484 - - - 79,500
Share-based payments ERRBAFR - - 54 - - 5
Final dividend — 2016 KBRS —22—F - - - - (9,520) (9,520)
At 31 December 2016 RZE- 7 E+ZR=1-A M 409,081 54 505 382 410,083
Loss for the year EmER - - - - (6,202) (6.202)
Fair value change on avallable-for-sale AT HERE 7 DA EED
investments - - - (305) - (305)
Investment revaluation reserve released i ET R ER AR BRITE
upon disposal of available-for-sale Btk
investments - - - (492 - (492)
Total comprehensive expenses ERRAR A%
for the year - - - (197) (6,202) (6,999
Share-based payments ERNRAAIHR - - 46 - - 16
At 31 December 2017 RZE-tE+ZB=1-A 11 409,031 100 (299) (5,870) 403,080
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

PRINCIPAL SUBSIDIARIES 41.

Particulars of the Company’s principal subsidiaries as at 31
December 2017 and 2016 are as follows:

FERBELT
RZE—+FER_E—RF+=
A=+—H ' KR8 FENBA
AIMFFIBOE

Proportion of
Issued and nominal value of
Place of fully paid/ issued ordinary
incorporation/ Place of  registered ordinary share capital Principal
Name of subsidiary registration operation share capital held by the Group activities
BRITRAZ/ rE@REE
WL,/ EE EEMmEER ERITEER
WEARAE i 2 2 B B AE LB FEED
2017 2016
“BE—+tE | ZT—F
% %

Haian Hengfa PRC PRC RMB30,000,000 70 70 Wastewater
("BRERKER HE RE  AK¥30,000,0007T treatment
BRAF") (notes a & ¢) TKEE

REE
(MEREEFKEE
BRAA) (HEake)

Rugao Hengfa PRC PRC US$9,880,000 100 100 Wastewater
("InRERKERE e HE 9,880,000 T treatment
BEDA") (notes b & ¢) KRR

mREE
([ EEKER
BARAR]) (Mo ke)

Rugao Honghao PRC PRC US$4,500,000 - 100 Wastewater
("nREHELBEREKERE F F 4,500,000% T treatment
ABLNF") (notes b & ¢) KEE

MR
([MEREERBRAK
REARAR]) (Mo ke)

Shanghai Taihuan PRC PRC HK$400,000 100 100 Dormant
(" LERRREREERA) ] HE 400,000 7T EEEH
(notes b & ¢)

FERR
([ LERBEREREELE])

(HizEb Kc)

Rugao Taihuan PRC PRC US$1,000,000 100 - Wastewater
("ERBRREVER E el 1,000,000 %7T treatment
Aal") (notes b & ¢) KR

MERR
([MEFBRREREERAF])

(Mtztb Kc)

BEBRERERARA —T LEFH
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For the year ended 31 December 2017 Bt2 —F—+F+=-A=1+—HI F)Z

41. PRINCIPAL SUBSIDIARIES (Cont’d) 41. EEMBLT(HF)
Proportion of
Issued and nominal value of
Place of fully paid/ issued ordinary
incorporation/ Place of  registered ordinary share capital Principal
Name of subsidiary registration operation share capital held by the Group activities
BERTRABRE/ AEEEE
KL,/ gE EafEER ERTEER

WEAREMHE aEfi it 2 ok R RAEELL A TEEH

2017 2016

“E2—+tF | T RF

% %
ELL Environmental Limited BVI BV US$100 100 100 Investment
RERAHE HBERES 100%7T holding
REER
Everbest Water Treatment Hong Kong  Hong Kong HK$82,304,273 100 100 Investment
Development B BE 82,304,273 7T holding
EBEKBER REER
Grand Target Holdings Limited BVI BVI US$100 100 100 Investment
Water Treatment Company ~ REBRZEHE RBELHE 100%7T holding
Limited REER
Greatcorp International Limited Hong Kong ~ Hong Kong HK$100 100 100 Investment
LR AR AR BB &t 100787 holding
REEK
Eternity Time Group Limited BVI BVI US$100 100 100 Investment
EERAHEE XBRUHS 100%ET holding
REER
Weal Union Ltd Hong Kong  Hong Kong HK$250 100 100 Investment
TBEERARA B Bt 250/87T holding
REER
Absolute Praise Limited Cayman Islands Cayman Islands US$100 100 — Dormant
HEHE HEHE 100%7T e
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41.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #%2 =&

mEMBRRME

—tFF A= —HIEFE

PRINCIPAL SUBSIDIARIES (Cont’d) 41. EEMBAT(#)
Proportion of
Issued and nominal value of
Place of fully paid/ issued ordinary
incorporation/ Place of  registered ordinary share capital Principal
Name of subsidiary registration operation share capital held by the Group activities
BRTREBR/ rEERE
K,/ gE EafiEER ERITEER

WEAREM Rk i 2 EN BRAEELH TEED

2017 2016

ZB—tF | ZTF

% %
PT. Rimba Plama Sejahtera Indonesia Indonesia IDR230,900 million 95 95 Manufacturing
gfe Hfe  230900B&HERE and sale of
palm kemei ol
EERMECH
PT. Sentosa Jaya Purnama Indonesia Indonesia IDR25,000 million 95 - Dormant
e ME  25000EBHERE EEXH
PT. ELL Environmental Limited Indonesia Indonesia IDR2,000 million 99 — Provision of
gfe gIfe 2,000E&HEE administration
and
management
services
to group
companies
BEIIN
RALITIR
BIRMRHE

Notes: B EE

() This entity is registered as a Sino-foreign equity joint venture under the (@) ZER EH%EP BlXAEM SH
laws of PRC. BEREDE -

(b) These entities are registered as wholly-owned foreign enterprises under () ZFBRRETBAREM B
the laws of PRC. PEERE -

(© The English names of these entities represent management’s best effort © ERZEERYARTMENE S
at translating their Chinese names as these entities did not register any BN ZEBRBNEEHE
official English names. TERERERNERSETXEHE

BIREGH -

BERRERAERAA —T—LFFH
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41.

42,

PR ERR L

For the year ended 31 December 2017 &% =&

—tFT A= —HIEFE

PRINCIPAL SUBSIDIARIES (Cont’d) 41. FEMRBELF(#E)
Except for ELL Environmental Limited, Eternity Time Group Limited B ELL Environmental Limited
and Absolute Praise Limited, all subsidiaries are indirectly held by Eternity Time Group Limited &
the Company. Absolute Praise Limited4h * BT &
B ARIBARGMERE -
The above table lists the subsidiaries of the Company which, in ERINTFESRAIEXEFE
the opinion of the directors, principally affect the results of the year %iEEJZ%EZK% BEEEFBEZE
or constitute a substantial portion of the net assets of the Group. HozARRIMNBAR - ES
To give details of other subsidiaries would, in the opinion of the R 7% RIEEMMMB AR 2B
directors, result in particulars of excessive length. LRIBARITE °
RECONCILIATION OF LIABILITIES ARISING FROM 42. MEEFHEEZARYIE
FINANCING ACTIVITIES
The table below details changes in the Group’s liabilities arising TRHFVRMETHEEZAEER
from financing activities, including both cash and non-cash BEEY BRERBELIIFREE
changes. Liabilities arising from financing activities are those for BomEEHEECAGBNER
which cash flows were, or future cash flows will be, classified in the Be //\uiifﬁxfﬁi\/ﬁiﬁ’\zﬁﬁ
Group’s consolidated statement of cash flows as cash flows from B BREenEaERPoBAME
financing activities. HEEAMNBeRECBE -
Amount
duetoa
Bank related party Interest
borrowings  Eff—%E payment Total
RITER BARE FEXH @t
HK$'000 HK$'000 HK$'000 HK$'000
AL FAEL FAEL TAEL
At 1 January 2017 R-_2—+F—HF—H 32,426 6,542 — 38,968
Financing cash flows BRERERE 6,703 (68) (1,034) 5,601
Interest expense FISRZ - - 1,034 1,034
Exchange differences B AR 71 - - 71
At 31 December 2017 RZB—+F+-A=+—H 39,200 6,474 — 45,674
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For the year ended 31 December 2017 #t2 —F—+F+_-A=+—HIFF/Z

CONTINGENT LIABILITIES

Rugao Hengfa received as a defendant on 8 November 2017 a
summons from the People’s Court of the Haian County of Jiangsu
Province, the PRC (the “Court”) for a court hearing scheduled
on 5 December 2017 in connection with an alleged breach
of environmental pollution related regulations by allowing the
discharge of wastewater containing toxic materials of levels that
exceed the statutorily prescribed standards (the “Proceedings”).
The directors of the Company had sought legal advice from its PRC
legal adviser (the “PRC Counsel”) and was advised that Rugao
Hengfa has solid bases for pleading not guilty in the Proceedings.
The PRC Counsel had advised the directors of the Company that
in the event that Rugao Hengfa is found guilty by the Court in the
Proceedings, a fine ranging from RMB100,000 to RMB5,000,000
could be imposed on Rugao Hengfa based on the relevant laws
and regulations. However, based on the circumstances of the case
and the fact that no party has reported any loss or casualty in
connection with the alleged breach, the PRC Counsel has advised
the directors of the Company that any amount of fines that may
be imposed on Rugao Hengfa will likely fall towards the low end
of the aforesaid range and that the risk of the Court imposing
any administrative penalty, including suspension of operations or
revocation of any license, or any penalties against any director
or legal representative of Rugao Hengfa, is highly remote. The
directors of the Company do not anticipate the Proceedings have
material impact to the consolidated financial statements of the
Group and accordingly no provision for the Proceedings has been
made for the year ended 31 December 2017.
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MDEXERER  ERTUOR
EBREZERFRAPERERS
RIGIERET - ABAREM S M
RARAREE WENREEEZ
FERFRPEER AT RESE
BIEARBEERER  MREET
BE 4% BE LA 21 38 A R 100,000 7T
= A R #5,000,0007C ° A M
BIBEZEHFNBEAREE  BIE
FR— S BRI 1T E R B4 MW
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Five Year Financial Summary

EFEUBME
RESULTS E§ |
Year ended 31 December
BE+-—A=1+—HLEFE
2013 2014 2015 2016 2017
—T-=F CETWmF ZZT-—LF ZT—RF| ZB—tHF
HK$'000 HK$’000 HK$'000 HK$'000 HK$°000
FHET FAET FET FET FExT
Revenue EEON 65,090 85,183 145,462 100,317 78,964
Profit (loss) before tax BREAT (E518)
A 47,974 22,136 36,229 18,522 (50,891)
Income tax (expenses) FriSti (Fsz)
credit Eiig) (14,080) (10,861) 3,920 (7,029) (9,856)
Profit (loss) for the year FrEf (BE) 33,894 11,275 40,149 11,493 (60,747)
ASSETS, LIABILITIES AND NON-CONTROLLING BE  AfRRIEERER
INTEREST
At 31 December
R+=—B=+—H
2013 2014 2015 2016 2017
—E—=F ZE—WmNF ZT—HF ZT—XF | ZEB—tHF
HK$’000 HK$’000 HK$’000 HK$ ™ 000 HK$°000
FHET FET FBT FBT FTERT
Total assets 425,682 437,796 610,439 681,140 628,928
Total liabilities (210,430) (72,967) (95,304) (111,538) (107,106)
Non-controlling interests (26,9006) (28,234) (27,593) (27,650) (29,024)
188,346 336,595 487,542 541,952 492,798
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