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Financial
Highlights

MR REE

Six months ended 30 June
BZEANB=+tHIEAEA

2018 2017 Increase/
—E-N\F —E—tF (Decrease)
(Unaudited) (Unaudited) #hn,
(REERZ) (REEFEZ) CRA)
Operating results BN EEE (B8%ET)
for the period (HK$M)
Segment revenue Pal=il g
Asia oM 1,920.4 2,281.0 (15.8%)
Europe B M 7,916.1 5,729.4 38.2%
North America Jb=M 1,346.5 1,150.3 17.1%
Inter-segment sales D EEHE (120.8) (359.2) (66.4%)
Revenue U =5 11,062.2 8,801.5 25.7%
Gross profit EH 1,305.2 1,044.5 25.0%
Segment profit 7 76
Asia CEMA 187.8 149.7 25.5%
Europe B 283.9 209.1 35.8%
North America JbEM 19.5 38.4 (49.2%)
Unallocated RO 109.6 36.1 203.6%
Profit before interest and tax (EBIT) & 1| 8. K & 18 i % 7 600.8 4333 38.7%
Finance costs, net BA TS B AN R (214.3) (162.3) 32.0%
Profit before income tax B P15 B B8 A 386.5 271.0 42.6%
Income tax expense FriSfiF X (55.3) (57.0) (3.0%)
Profit for the period B A 331.2 214.0 54.8%
Cash generated from EEESEHA
operations before changes KEXBEENR S
in working capital 549.1 535.1 2.6%
Earnings per share RN B R R E
attributable to shareholders FREF (BT
of the Company (HK$) 0.21 0.12 75.0%

Chiho Environmental Group Limited
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Financial Highlights
IR

Six months ended 30 June
BZEANB=1tHIEAEA

2018 2017 Increase/
—E-N\F ZE—+F (Decrease)
(Unaudited) (Unaudited) i,
(REER) (REEZR) OR2)
Key ratios (%) DS (%)
Gross profit margin ESPAIp 11.8 11.9 (0.1%)
EBIT/Revenue BrFIE R AR R
Wezs 5.4 4.9 0.5%
Net profit margin’ F o Al 3.0 2.2 0.8%
Return on shareholders’ funds?  F& 3R & & [0 ¥ &2 6.4 4.6 1.8%
At At
30 June 31 December
2018 2017
RZE—NFE RIZT—+tF Increase/
~B=+H +-A=+—H (Decrease)
(Unaudited) (Audited) i,
(REEX) (fEEZ) OB )
Financial position (HK$M) iR (B&EET)
Total assets BEE 11,966.8 12,093.7 (1.0%)
Cash and pledged bank deposits R4 M EEBIRITER 1,306.0 1,071.4 21.9%
Equity attributable to RN FR R FE(R =
shareholders of the Company 5,281.0 5,073.1 4.1%
Shareholders’ funds per BRERES (BT)
share (HK$) 3.29 3.15 4.4%
! Net profit margin is calculated as profit attributable to shareholders of the Company ' Fa A EERRBARRRREGGNERENE
as a percentage of revenue DErE
2 Return on shareholders’ funds is calculated based on the profit attributable to 2 R & & Bl 3R R R AR R A A &) IR R FE (& 5
shareholders of the Company as a percentage of average shareholders’ funds HRRESHADFTE

ERRREEERDA
—T-N\FhlEs 3
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Financial Highlights
MRRE

Revenue (First 6 months)
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Nature conservation and sustainable development have become a
common hot topic for humanity regardless territorial boundaries. The
frontier environmental concept of “Circular Economy” has gradually
become a development strategy that must be practiced from the
countries to the enterprises. Chiho Environmental Group Limited (the
“Company”) and its subsidiaries (the “Group”, “Chiho”, "we"” or
“our”) is an advocate and enthusiastic promotor of circular economy
and focuses on resources recycling. Since 2017, through the successful
integration with Scholz Holding GmbH and its subsidiaries (“Scholz
Group”), a leading mixed metal recycling giant, the Group has achieved
a leap-forward development in territory and supply chain: expanded
from Taizhou (Zhejiang Province) in the People’s Republic of China
("PRC” or “China”) and Yuen Long in Hong Kong, to cover major
countries and cities in Europe and North America; diversified from
imported scrap motor dismantling and electronic waste processing
entity, to other waste resources processing in such as mixed ferrous
scrap end-of-life vehicles, waste lubricant and so on. Chiho is not only
a resources related enterprise, but it can also be a solution provider
for comprehensive waste management services. The Group continues
to make changes and innovation, targeting to become a total waste
management solution provider ultimately. By leveraging on the Scholz
Group's century-old experiences in ferrous scrap and end-of-life
vehicles processing, the Group will continue to deepen our knowledge
in various markets, grasp the opportunities arising from increasingly
tightened industry and government regulations in Asia, and make
meaningful contributions to global resources recycling industry as
part of our strategy. Moreover, as a responsible corporate citizen, the
Group will cooperate with industry peers and associations in China by
making reference to the mature operation mode in Western countries,
in order to contribute to the legislative and structural development of
China’s resources recycling industry. Indeed, a constantly improving
China resources recycling industry will benefit humanity, while bringing
business opportunities to recycling companies.

Chairman’s
Statement
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Qhairman’s Statement
EFERE

The Group has developed a set of targeted strategies in core business,
key products, markets, territories, positioning, and synergy, in order to
cater to its future development:

(1

Expansion of business scope: Expands from existing metal
dismantling to smelting in China.

Expansion of product offerings: On top of non-ferrous scrap,
electronic waste, ferrous products, including end-of-life vehicles
recycling; we expand to waste lubricant, waste electrical
appliances and computers. We also pay close attention to the
opportunity for entering into the high-margin niche markets.

Opening of new markets: Focuses on development of China’s
domestic scrap recycling market. As China’s resources recycling
market and environmental standard is following the development
pattern of the western economies, China extremely needs the
active involvements from a company like Chiho who possesses
the experience, capability and advanced technology. The Group
as a market leader in the importation of mixed metal scrap in
China will get actively involved in government initiatives in scrap
materials/products classification and catalogue creation.

Geographical expansion: Relocate the scrap motor dismantling
activities to South and South East Asia, and to expand Hong
Kong to include motor dismantling, scrap cable chopping, metal
cleaning and so on, so as to make good use of the benefits of its
proximity to China and the rule of law advantage of one country,
two systems.

Clear market positioning: Chiho strives to ultimately become a
total waste management solution provider, in particular to large
industrial enterprises who are in need of a partner to provide
them with one-stop total solution.

Exploiting synergies: Chiho not only focuses on creating synergies
between its Western and Asian operations in global sourcing,
vertical integration and technology transfer, but also requires
various business units within China to fully cooperate and share
resources, so as to serve a wider range of customers even better.

Chiho Environmental Group Limited
Interim Report 2018
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REVIEW

In the first half of 2018, the Group’s revenue and profit increased
significantly compared to the same period of last year. Our European
and North American business segments continued to grow steadily
following their consolidation into the Group’s financial statement in
2017. During the period under review, the total tonnage handled
increased by 18.2%, resulting in revenue increase of 40.2%. Under the
leadership of the Group’s new management team, the business and
financial optimisation measures implemented for our European and
North American subsidiaries have been effective. Our business in Europe
and North America continued to recover, gaining back market share and
customers.

In our Asian business segment, the largest revenue contributor was the
scrap motor dismantling business. Despite a reduction in the processing
volume of scrap motors due to the reduction of import quota, there
was an increase in gross profit by 15.6% which represented a gross
profit margin increase of 3.5% as compared to the same period of last
year. The main reason is that, in addition to the ongoing optimisation
measures within the Group, the scrap motor market has become
favorable to buyers as China limits the import of scrap motors, enabling
our experienced global purchasing team to procure scrap motors at
lower costs.

Overall we had a good business result in the first half of 2018.

PROSPECT

China will stop imports of scrap motors from the first day of 2019,
which will have a short-term impact on the Group’s business in Taizhou,
China. This is a necessary step for China’s resource recycling industry
to adopt the European and American development models. Only large
scale participants with standardised operation will last. At the same
time, the policy change provides an opportunity for our transformation.
As there is no drop in demand in China market, Chiho will continue
its efforts to secure upstream scrap copper resources and maintain its
ability to supply clean finished products to China’s market through an
optimised supply chain model. The Group has a plan to relocate scrap
motors dismantling to other parts of Asia, including certain countries in
South and Southeast Asia, while we have also started to shred certain
types of scrap motors in our European and North American bases. The
Group is confident that it will continue to capture the largest share of
the global scrap motor dismantling market.

Chairman’s Stgtement
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Qhairman’s Statement
EFERE

PROSPECT (continued)

As part of the Group’s business diversification, the Group has begun
recycling of waste lubricant in Yantai, Shandong Province, China since
the beginning of 2018. The business has developed steadily. Our
processing base in Yantai is now the largest waste lubricant processing
base in Eastern and Central China with advanced technology. The
Group is increasing its investment in the waste lubricant processing
business with the objective of gradually rolling it out across the country.

The business of processing electronic waste at our Yuen Long
processing yard in Hong Kong remained stable in the period under
review. In addition, the Group has become one of the three licensed
operators in Hong Kong to handle waste electrical appliances and
computers. It is in the process of building its collection channels
and testing processing equipment. The increased regulation and
environmental protection requirements in China will further underscore
the importance of our Hong Kong base. The Yuen Long processing yard
will commence the business of automated processing of scrap cables
and shredded motors. The processed products will be considered clean
recycled raw materials that are allowed to enter into China.

Another key development strategy of the Group is to develop China’s
domestic scrap recycling and processing business, including ferrous and
mixed metal scrap from industrial and municipal sources, as well as
end-of-life vehicles. This is the strength of the Group’s European and
North American business segments. Shanghai and Jiangsu Province are
among the most economically and industrially developed provinces in
China. The Group has set up a representative office in Shanghai, which
will be responsible for carrying out market research, collaborating with
government agencies, and developing customers and businesses, with
an aim in promoting the Group's experience, operational capabilities
and scrap management solutions among customers and government
agencies.

As industry regulation and environmental protection requirements have
been increasingly tightened in China, companies with standardised and
scaled operation such as the Group are favored. The Group will make
full use of this advantage, engage in discussions with the government
agencies, and seek appropriate tax incentives for the healthy and
sustainable development of the industry.

Chiho Environmental Group Limited
Interim Report 2018

RE (&)
ERARERERMFZ— AKEBE-F
—NFEPNRBRETRILREAZEERERR
REZ B BEIE - ZEBIBPBR - HK
BIR - INEARRIE AR EREPHR S
RARAE A Se BT o B T2 Bt - ANEEBIIR
EMAHEHEERBNERA  BRREERE
BT o

EETTHAERIEE TEHMNEBRIS TR
AN REBRASEBE=-FAREREZEINE
—Be] MEE R — BRIERREBCRER
AARERE - PEEEBRBRRRENRE
= OB ERAENNERE - TR RS
RHSREBREESRLERBEENEL
REREMEMBNRFOBERME . fEN
AhEERN - FEE BT IE—fE 5
hEEuh  RRR I, M A E R A E
MEREBR -

AEBZ-—EHEREBEISERTEENE
EcEERERBEIERBTNER BARE
BB RMmEAENOWERE -ERAEE
BEEBNER DB RTHE RS BELE
RIZXRBEENENZ — AKECRELS
RUMER S BERWATIS - EBBFEFIH
1E-FAEPREKS s RIEAEEREE
BRRE KL MENEEBRTER M
B MR E P SR - RN Z F L& T
BENEE LBEEFPERE —FER(L IR
BABRL SREREEMEBEEE-

EFRBRRHTREET ABER HRERE
KAFRENSR RERRELERZE
2 WANABUTEBFIMBE T & - AERE
BEHZES  BBUFBARS RN BER
R FHUEE MR EEEDBCR  SRORITER
RBEREHR-



PROSPECT (continued)

The Group is fully supportive of the Chinese government’'s new
regulations on the control of import of Category 6 and 7 waste
materials. The Group firmly believes that the control of foreign rubbish,
especially those entered illegally, is the right move for China to improve
its environmental friendliness.

Chiho believes that the new policy is favorable for large scale resource
recycling enterprises in the long term. On the one hand, the new policy
will address illegal smuggling activities and poor quality products that
have existed in the market for a long time. Chiho believes that China
is still the largest market for non-ferrous metals, and that China’s
infrastructure investment and grid facilities investment will continue
to grow in the medium to long term, which will drive the demand for
non-ferrous metals. The introduction of new regulations on imported
materials will drive the establishment and improvement of the domestic
recycling system for scrap metals, and advance the development
towards a structured industry. This is a great opportunity for Chiho for
the next decade or two.

China’s new import policy is set to change the supply chain of non-
ferrous metal scrap globally. Meanwhile, the Group has completed
the integration with Scholz Group, and now owns a vast network of
collection and processing yards in Europe and North America. Chiho
will continue to secure the sources of non-ferrous metal scraps such
as scrap motors in the upstream. The Group seeks to redefine a whole
new supply chain model for the non-ferrous scrap by making use of
its network in Europe and North America, as well as planned bases
in Southeast Asia and South Asia. We believe that the output of
equipment scrap and waste in the upstream will remain unchanged,
so will the downstream demand. Chiho has the ability and made
preparations to come up with a new model for the global supply chain
of non-ferrous scrap with the greatest economic efficiency, and further
consolidate and expand its advantages in this area through innovation
and transformation.

Chairman’s Stgtement
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Qhairman’s Statement
EFERE

PROSPECT (continued)

The Group will continue its development strategy of organic growth
and mergers and acquisitions in further expanding its business scope
and scale. The Group's overall financial position has strengthened
while its core business operations have performed well, resulting
in continuous improvement in profitability and cash flow. The
management is confident in the long-term development prospects of
the Group. At the same time, we are well prepared to cope with short-
term changes in the market in which we operate.

Last but not least, | would like to extend my heart-felt gratitude to
the members of the Board of Directors and all our employees around
the world for their unremitting efforts, professionalism and valuable
contributions, and to our customers and partners for their priceless
support and trust.

Qin Yongming
Chairman

Hong Kong, 27 August 2018
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FINANCIAL REVIEW

Financial Overview

Management Discussion
and Analysis

BB W R D

8175 E A
MBHE

Six months ended 30 June

BERA=THLEXREA Increase/
2018 2017 (Decrease)
—E-N\F —E-tF #iN/CRD)
HK$M HK$M Percentage
BEAT BEATL Aot
Revenue g 11,062.2 8,801.5 25.7%
Gross profit EF 1,305.2 1,044.5 25.0%
Gross profit ratio ER=E 11.8% 11.9%
Other income H AU 48.3 50.1 (3.6%)
Other income as a percentage Ef A lmE DT
of revenue 0.4% 0.6%
Other gains, net Hin iz 558 182.2 51.5 253.8%
Net other gains as a percentage of JF A U G Y E A
revenue EFd 1.6% 0.6%
Share of profit of an associate JEIEEE & R E R
and joint ventures, net AEDEGFFE 61.9 52.9 17.0%
Total operating expenses' KL B EEE (996.8) (765.7) 30.2%
Total operating expenses as a BEBREEEREN
percentage of revenue Aok 9.0% 8.7%
EBIT B .8, B B 18 AT A 600.8 4333 38.7%
EBIT margin B M8 R B I8 BRI R 5.4% 4.9%
Finance costs, net A E R (214.3) (162.3) 32.0%
Net finance costs as a percentage MR FRERENE DL
of revenue 1.9% 1.8%
Profit before income tax BR P15 354 A& 7 386.5 271.0 42.6%
Income tax expense FTiE B X (55.3) (57.0) (3.0%)
Effective tax rate EBRBE 14.3% 21.0%
Profit for the period B3R Tl 3312 214.0 54.8%
Net profit margin? % A &2 3.0% 2.2%
Profit/(loss) attributable to: T &F BRI (EE):
Shareholders of the Company ZAVNE]l 331.6 197.9 67.6%
Non-controlling interest FEVERR M (0.4) 16.1 (102.5%)
331.2 214.0 54.8%

! Included distribution and selling expenses, and administrative expenses

2 Net profit margin is calculated as profit attributable to shareholders of the Company

as percentage of revenue

! BIED R & B S AT B X2
FENERRBEARRRREGGMNERENE
DEHEE
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Management Discussion and Analysis
SEEIERECI SR

FINANCIAL REVIEW (continued)
Revenue

The Group recognised a record-high revenue in the first half of 2018.
The revenue was approximately HK$11,062.2 million in the first half of
2018, representing an increase of approximately 25.7% compared to
approximately HK$8,801.5 million in the same period of 2017.

The increase in revenue was largely driven by the higher sales quantities
in Europe and North America, which offset the decrease in the Asia
region. It was also attributable to the ferrous and non-ferrous prices
recover continuously after it bottomed out in the fourth quarter of
2016 and reached a four-year new high during the first half of 2018.

B el (4)

g
AEBR-ZZE-NFLEFHRZHRSHEL
tEE e ZE—N\F ELFFHRELNE110E
6,2208 8 T B - T —+ERHI48818150
BB INA25.7% °

W T ERRBUNFICE MV IHE S
R EIET DN RO BKIE - R R E R
EENEEeBERE_T—R"FENFE
BEERBMIRETN - —N\F L¥FH
K MR-

Six months ended 30 June

BEAA=THLAEA Increase/

2018 2017 (Decrease)

—E-N\E§ —E-t& #i0,/ (RP)
Asa Asa

percentage of
total segment

percentage of
total segment

HK$M revenue HK$M revenue HK$M
155 Bk e [paRi e

BEETL BENAESL BEATL BENESL BEBTL

Asia CEp 1,920.4 17.2% 2,281.0 24.9% (360.6)
Europe BUM 7,916.1 70.8% 5,729.4 62.5% 2,186.7
North America JEEM 1,346.5 12.0% 1,150.3 12.6% 196.2
Total segment revenue 7 25Uz 2 %8 11,183.0 100.0% 9,160.7 100.0% 2,022.3
Inter-segment sales 7 EffESE & (120.8) (359.2) 238.4
Revenue W 11,062.2 8,801.5 2,260.7
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Management Discussion and Analysis
SEEIERECI SR

FINANCIAL REVIEW (continued)
Gross Profit/Margin

Gross profit for the first half of 2018 was HK$1,305.2 million, an
increase of HK$260.7 million or 25.0% compared to HK$1,044.5
million recorded in the first half of last year. Gross profit margin for the
period remained at approximately 11.8%. The increase in gross profit
was mainly attributable to:

o synergistic effects between the European, North American and
Asian operations

o increase in gross profit margin in Asia segment due to lower
material cost and appropriate procurement

o volume growth in Europe and North America segments

Profit before interest and tax (EBIT)/Margin

EBIT for the first half of 2018 was HK$600.8 million, a significant
increase of HK$167.5 million or 38.7% compared with the first half of
2017. EBIT margin also increased from 4.9% to 5.4%.

Total operating expenses were HK$996.8 million, an increase of 30.2%
over the last interim reporting period. Total operating expenses as a
percentage of revenue also increased from 8.7% to 9.0%.

Distribution and selling expenses increased from HK$275.9 million to
HK$326.5 million, an increase of 18.3% compared with the last interim
reporting period. It was mainly attributable to the increase in sales
quantities in Europe and North America where local transport services
were provided to customers. As a percentage of revenue, distribution
and selling expenses decreased from 3.1% to 3.0%.

Chiho Environmental Group Limited
Interim Report 2018
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)
Profit before interest and tax (EBIT)/Margin (continued)

Administrative expenses increased from HK$489.8 million to HK$670.3
million over the first half of last year. The increase was mainly due to
the inclusion of the Slovenia operation, Dinos d.d., which was newly
acquired in November 2017, and the additional expenses incurred for
the integration of operations between the segments. As a percentage
of revenue, therefore, administrative expenses increased from 5.6% to
6.0%.

EEET WM DN

ISR (8)

BRA B R BIEARER, CBERIR (F)
THFSY AETF ¥ FR4(E8,9808 B T L F+
Z6f87,0308 BT BINEZEANTFAZT
—+tF+— AU BE R ETE B 58 2 75 Dinos
dd. UERDEZHEBBEEELENEINES
FTER > EIt - TTEA S (E R B 5 L R5.6%
HNZE6.0% o

Six months ended 30 June

BEXAB=1tHIEAEA Increase/
2018 2017 (Decrease)
—E-N\E —E—tF #n/ (L)
As a As a
percentage percentage
HK$M of revenue HK$M of revenue HK$M
BEAEL HREMESL BEBT HR&EHEIL BEETL
Distribution and DEREERY
selling expenses 326.5 3.0% 275.9 3.1% 50.6
Administrative THRAX
expenses 670.3 6.0% 489.8 5.6% 180.5
Total w@st 996.8 9.0% 765.7 8.7% 231.1
Profit Attributable to Shareholders and Earnings Per IR R AR & & R 2 F

Share

Profit attributable to shareholders of the Company for the first half
of 2018 was HK$331.6 million, increased substantially by HK$133.7
million or 67.6% as compared to the first half of 2017. Net profit
margin also rose up from 2.2% to 3.0%.

Taxation charges reduced from HK$57.0 million in the last interim
reporting period to HK$55.3 million in the first half of 2018. The
effective tax rate decreased from 21.0% to 14.3%.

Basic earnings per share for the six months ended 30 June 2018 were
HK$0.21 as compared to HK$0.12 in the previous financial period, it
increased by 75.0% when compared to the first half of 2017.

RZT—N\FLH¥F  RNREREEERF
B3{E3,1608 8T B _-T—+F ¥ FKIE
#AIN1{E3,3708 BT 867.6% ° FEF R IR A
2.2%3EINE3.0% ©

TRIE S iR = F P RS BifE /95,7008 78 7T
BEZZT— \F EFFH55308F T - BFR
FEH21.0% [P E143% °

HE-ZT— ) \FRXA=THIEANEANEFR
EARBFA021E T - L —FBREEAA
0.128T BT —tF EH¥FHEIMNT5.0% °
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Management Discussion and Analysis
SEEIERECI SR

FINANCIAL REVIEW (continued)
Analysis of Cash Flow from Operations

The Group’s cash generated from operations before changes in working
capital for the first half of 2018 was HK$549.1 million, an increase of
2.6% as compared to HK$535.1 million in the first half of 2017. It was
mainly attributable to the increase in operating profits.

Due to the efficient inventory and procurement management, the
operating cash inflow after changes in working capital for the first half
of 2018 was HK$640.0 million, an increase of HK$1,505.1 million, as
compared to cash outflow of HK$865.1 million in the first half of 2017.

Liquidity and Financial Resources

Shareholders’ funds as at 30 June 2018 were HK$5,281.0 million, an
increase of 4.1% from HK$5,073.1 million as of 31 December 2017.
Shareholders’ funds per share increased by 4.4% from HK$3.15 to
HK$3.29.

The Group's financial resources remain stable and steady. As at 30
June 2018, the Group had cash, various bank balances and pledged
bank deposits amounting to HK$1,306.0 million, an increase of 21.9%
or HK$234.6 million as compared to HK$1,071.4 million as of 31
December 2017.

As a result, the current ratio increased from 1.12 as at 31 December
2017 to 1.32 as at 30 June 2018. Total external borrowings were
approximately HK$3,733.4 million (31 December 2017: approximately
HK$4,155.2 million). Such borrowings were mainly utilised for the
purchase of mixed recycle metal and working capital, and denominated
in Euro, U.S. Dollar and Renminbi. Approximately HK$2,005.6 million
(31 December 2017: approximately HK$2,412.7 million) of borrowings
are at fixed interest rates.

The gearing ratio of the Group as at 30 June 2018 was 31.2% (31
December 2017: 34.4%) which is calculated based on the total
borrowings divided by our total assets.

As disclosed in the Company’s announcement on 5 July 2018, the
Group has obtained a syndicated term loan facility of up to US$300.0
million for a term of two years with a lower financing cost for the
refinancing of existing loans and working capital needs.

Chiho Environmental Group Limited
Interim Report 2018
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)
Working Capital Change

Inventories as of 30 June 2018 were HK$1,790.0 million, decreased
from HK$2,338.5 million as of 31 December 2017. The inventory
turnover days for first half of the financial year was 38 days, a
drop from 52 days as compared with the same period last year.
The improvement in turnover days was mainly due to continuous
improvement in inventory and procurement management.

Provision for inventories as of 30 June 2018 were HK$16.9 million,
as compared to the provisions of HK$21.2 million as of 31 December
2017.

EEET WM DN

ISR (8)

EEESEt
BHE-_Z—NE~AZ+tBHNEEA17
89,0008 B BHE T —+tFE+ - A
=+ —B#23183,850& 78 7T B s 4> o AR Bt
BREE ¥ FNFEREAEAK REF
RHEBRS2 R AT R - AERHMNNEETER
AR EFEMFREEENSENE -

BE_Z-—N\EXNA=1TENEFESEEEAR
169088t MEBEZ_Z—tF+=A
=+ —HHEERR2,12088 T

At 30 June At 31 December
2018 2017
R-E—-N\F RZZE—+F
ANA=+H +=ZA=+—H

All figures are in HK$M unless stated

BRRBRAN AN

otherwise BBEBILET
Inventories FE 1,790.0 2,338.5
Average inventories as a percentage of FHEERREES T
revenue (annualised) (F1b) 9.3% 1.1%
Six months ended 30 June
BZANB=+tHIEAEA
2018 2017
—E2-N\E —E—tF
Turnover days PEEE=E ¢ 38 52

ERRREEERDA
ZE-N\Fh®RE

17



18

Management Discussion and Analysis
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FINANCIAL REVIEW (continued)
Working Capital Change (continued)

Net trade and bills receivables as of 30 June 2018 were HK$1,749.6
million, increased from HK$1,307.3 million as of 31 December 2017.
Debtor turnover days for the first half of the financial year dropped
from 37 days to 25 days when compared with the same period last
year. The higher receivable balance as at 30 June 2018 was mainly
due to expansion of business operations in Europe and North America,
and increase in revenue in the current financial period compared with
the corresponding financial period last year. The Group adopts a tight
management on credit exposure.

B el (4)

HEELE (E])
FEIREBREBRERBEE S —tF
+=—A=+—B/M13E730E Bt mMEHE
22T N\FRNA=ZTHN7184,9608 %
Lo BAEFRBAML  AMBEE EFFH
FEURBR RUAEE B 837 R TR E25K — &
—N\FRNA=TBRERGIEERIGN - =2
FR R BIOM AN 3k S M #Y 25 75 45 & 4 ok A AN B R
BRI A Uk 2 82 25 8 AR FE B R RS2 AN FT B -
REEHEERRETERIEER

At
At 31 December
30 June 2018 2017

R=ZB-NE R-Z—LF
RNA=t+H +T-A=+—H

All figures are in HK$M unless stated b= BRI FIEEBEUAASETT
otherwise KR
Trade and bills receivables, net FE S REEERGIE 1,749.6 1,307.3
Average receivables as a percentage of FHERFIEGREE 2
revenue (annualised) (#1b) 6.9% 7.5%
Six months ended 30 June
BE~NA=1TAHLEAMAEA
2018 2017
—E-N\F e
Turnover days PEEE=E ¢ 25 37
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Working Capital Change (continued)

Trade and bills payable as of 30 June 2018 were HK$1,361.6 million,
as compared to HK$1,192.8 million as of 31 December 2017. Creditor
turnover days for the six months ended 30 June 2018 was 24 days, it
dropped from 28 days as compared with the corresponding financial
period last year.

EEJELTNHH & *ﬁ

B ElEE ()
EEESB( ()

B RERENFEBERBEZE_Z—N\FXA
=+ H A13{86,1608 7 7T - ﬁﬁ@zi =T—+
F+ZA=1+—HEAIA11189,2808 /& JT - &
—E-N\FRA=ZTHIENEANERE
FAE A AR RAFHEEVBEMN
28K B TR

At 30 June At 31 December
2018 2017
RZE-NF RZIE2—tF

AB=+H +ZA=+—H

All figures are in HK$M unless stated MR ERBPIN TESBUEESET
otherwise KR
Trade and bills payables 25 REBENFHIE 1,361.6 1,192.8
Six months ended 30 June
BEAA=t+HLEXMEA
2018 2017
—E-N\E —E—+F
Turnover days PEEE=E ¢ 24 28
Treasury Policies BB R
The Group's treasury policies are designed to mitigate the impact of ANEBAPBIKERE LT B A EBIRIKEE
fluctuations in foreign currency exchange rates arising from the Group's PRIV IMNEE RF BN & o R EFEE S

global operations. The Group principally uses forward foreign exchange
contracts as appropriate to hedge the foreign exchange risks in the
ordinary course of business. It is the Group's policy not to enter into
derivative transactions for speculative purposes.

Capital Expenditure

For the six months ended 30 June 2018, the Group invested HK$247.2
million in the purchase of tangible assets including machinery and
equipment, leasehold improvements, office equipment for the
improvement of production efficiency (six months ended 30 June 2017:
HK$99.6 million). All of these capital expenditures were financed from
internal resources.

BREZUININERPAENE A EEHBRE
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BUSINESS REVIEW (continued)
Revenue by Regions
R EE DKW
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2017 Interim
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Sales Quantity by Regions
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BUSINESS REVIEW (continued)
Revenue by Products
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BUSINESS REVIEW (continued)
The Group’s performance

After the completion of the acquisition of the one of the world’s
largest mixed metal recyclers with advanced end-of-life vehicles ("ELV")
processing technologies in Europe and North America in one and a half
years ago, we are integrating our business operations in Asia, Europe
and North America, and became one of the leading worldwide mixed
metal recyclers with the capabilities to handle and recycle multiple types
of materials. Through the geographic diversification, we are in a good
position to mitigate the risks of relying on a single market.

The Group sold in aggregate over 2.75 million tonnes of recycled
products in the first half of 2018. This represents a 13.6% increase
when compared to 2.42 million tonnes being sold in the first half of
2017. During the first half of 2018, the Group continued its usual
practices of buying mixed metal scraps and selling its recycled products
in accordance with its processing ability. Moreover, the Group made
efforts to streamline and improve the inventory cycle so as to mitigate
the short-term impact of price volatility on the overall performance of
the Group.

Operation Performance

The Group had extended the metal recycling business from its original
operation base in Asia to Europe and North America, becoming a truly
global operator, ranking among the top few in the world. Management
has then reorganised the Group’s business segment for the purpose
of reporting and analysis, with specific commentaries made on the
continents where the operations situated.

Chiho Environmental Group Limited
Interim Report 2018
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Management Discussion and Analysis

BUSINESS REVIEW (continued)
Europe

Our Europe segment provides all steps in recycling mixed metal
scraps and is equipped with the one-stop shop service for collecting,
gathering, sorting and processing. We are among the processing
and technology leaders in ferrous and non-ferrous metal recycling
worldwide. We own many advanced processing technologies in scrap
metal shredding and post-shredding.

Our scrap metal shredding services, including cleaning, sorting,
shearing, shredding, and pressing, constitute a “One-Stop-Shop”
process for all customers and cater to any metal supply needs. In
post-shredding technologies, we are able to achieve approximately 97 %
recovery rate for ELV, ranking as a world leader (95% recycling rate is
the existing recovery target under the European Union directive).

In the first half of 2018, total segment sales tonnage and revenue in
Europe segment increased by approximately 19.5% from 1.90 million
tonnes to 2.27 million tonnes and 38.2% from HK$5,729.4 million
to HK$7,916.1 million, respectively, as compared to the first half of
previous year.

Gross profit for the six months ended 30 June 2018 was HK$920.4
million, an increase of HK$219.2 million or 31.3% compared with the
same period last year. Gross profit margin for the period decreased
from 12.2% to 11.6%. The segment profit increased by 35.8% from
HK$209.1 million to HK$283.9 million.

These achievements were contributed by launching a “Key Account
Management” strategy in 2017 to enhance the services with the key
customers and supplier; together with the improvement of financial
situations, it regained some former suppliers and customers in the
period.
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BUSINESS REVIEW (continued)
North America

The North America segment has highly recycle process know-how
in all relevant process steps from collection, sorting, processing to
trading of materials. It operates state-of-the-art shredder technology
and have extensive post-shredding technologies in place for recovery
optimisation.

For the six months ended 30 June 2018, the North America segment
revenue increased by approximately 17.1% from HK$1,150.3 million to
HK$1,346.5 million while the total segment sales tonnage remained flat
at approximately 0.30 million tonnes.

The gross profit and gross profit margin decreased by 0.5% from
HK$150.7 million to HK$149.9 million and from 13.1% to 11.1% in
the first half of 2018 respectively. The segment profit decreased by
49.2% from HK$38.4 million to HK$19.5 million.

Asia
In Asia, our major production facilities are situated in Yuen Long (Hong
Kong), Taizhou (Zhejiang) and Yantai (Shandong).

In the first half of 2018, total segment sales tonnage and revenue in
Asia segment decreased by approximately 34.8% from 0.23 million
tonnes to 0.15 million tonnes and 15.8% from HK$2,281.0 million
to HK$1,920.4 million, respectively, as compared to the first half of
previous year.

Gross profit for the six months ended 30 June 2018 was HK$247.7
million, an increase of HK$33.5 million or 15.6% compared with the
same period last year. Gross profit margin for the period increased from
9.4% to 12.9%. The segment profit for Asia segment increased by
25.5% from HK$149.7 million to HK$187.8 million.

The decrease in revenue and sales quantities, while gross profit and
gross profit margin improved were mainly caused by the reduction
of import quotas for scrap motors in China. This, in turn, led to a
reduction in material sourcing costs together with the contributions
from continuous operational efficiency improvement.

Chiho Environmental Group Limited
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2018, the Group had pledged certain plants and
buildings, land use rights, inventories, trade receivables and bank
deposits with an aggregate carrying value of approximately HK$4,851.0
million (31 December 2017: approximately HK$4,344.6 million) to
secure borrowings.

As at 30 June 2018, the Group had capital commitments in respect
of acquisition of property, plant and equipment, and additions
in construction in progress but which are not provided for in the
condensed consolidated financial information and amounted to
HK$186.0 million (31 December 2017: HK$175.3 million).

As at the date of this report, save as disclosed below, the Board is not
aware of any material contingent liabilities.

The Group has contingent liabilities of approximately HK$30.2 million
(31 December 2017: HK$42.5 million) which consist of non-financial
guarantee in favour of investee entities.

A writ of summons was issued by Delco Participation B.V. (“Delco”),
as plaintiff, on 21 December 2015 in the High Court of Hong Kong
(High Court Action No. 3040 of 2015, “HCA 3040/2015"), followed
by an amended writ on 5 December 2016, against the Company and
Mr. Fang Ankong (“Mr. Fang”) as defendants for a sum of HK$57.8
million together with interest and costs. The claim relates to an
alleged non-payment of a portion of the loans advanced by Delco Asia
Company Limited (“Delco Asia”) to subsidiaries of the Company in
accordance with the terms of a shareholders loan assignment dated 24
June 2010 between, amongst others, Delco Asia and the Company. The
case is still in progress.
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Management Discussion and Analysis
SEEIERECI SR

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES (continued)

Each of Mr. Fang, a former director of the Company, and HWH Holdings
Limited ("HWH"), undertook to the Company to indemnify and hold
harmless on demand (on an after-tax basis) the Company against all
losses arising out of, inter alia, HCA 3040/2015 in accordance with the
terms of a letter of indemnity signed by Mr. Fang and HWH in favour
of the Company on 17 December 2015. Further, HWH has also agreed
that a sum including the amount of HK$57.8 million be held in escrow
as security for any liability of the Company in respect of, inter alia, HCA
3040/2015. As such, the Board does not consider HCA 3040/2015 to
be a claim of material importance.

A writ of summons was issued by Delco as plaintiff on 10 November
2016 in the High Court of Hong Kong (High Court Action No. 2939 of
2016, “"HCA 2939/2016") against the Company as the 1st defendant,
Chiho-Tiande (HK) Limited (“CTHK"), a wholly-owned subsidiary of the
Company, as the 2nd defendant, HWH as the 3rd defendant, and Mr.
Fang as the 4th defendant. So far as the Company and its subsidiaries
are concerned, Delco claimed against the Company for damages for
an alleged breach of a letter of undertaking dated 3 March 2015 in
relation to a convertible bond issued by the Company and subscribed
for by Delco on 1 March 2012. Delco further claimed against CTHK for
a sum of US$1.0 million, allegedly advanced by Delco Asia to CTHK
on or around 16 April 2009. Delco further claims interests, costs and
further or other relief. The case is still in progress.

Whilst the Board does not consider HCA 2939/2016 to be a claim
of material importance for the reason set out above, details of HCA
2939/2016 are disclosed herein for the sake of completeness.
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Management Discussion and Analysis

RISK MANAGEMENT

The Group in its ordinary course of business is exposed to market risks
such as commodities price risk, foreign currencies risk, interest rate
risk, credit risk and liquidity risk. The Group's risk management strategy
aims to minimise the adverse effects of these risks on its financial
performance.

On 7 March 2018, the Board adopted a commodity price risk hedging
policy which the Board believes is more suitable for the current
operating conditions of the Group. The commodity price risk hedging
policy is available on the Company’s website, www.chihogroup.com.

As part of its foreign currency hedging strategy, the Board will closely
monitor the Group’s foreign currency borrowings in the view of the
volatile exchange rate for Euro and Renminbi to U.S. Dollar and other
currencies, and consider various measures to minimise the foreign
currency risk, such as entering foreign currency forward contracts.

The Group continues monitoring its floating interest rate exposure
closely and will consider hedging significant interest rate exposure if
necessary.

As for credit risk, the Group continues to follow the trade practices
of cash on collection from the majority of sales of its metal recycling
products in the Asia region in order to minimise the carrying amounts
of the financial assets in the Group’s financial statements. For the
sales in Europe and North America, the Group generally grants credit
terms ranging from 30 to 90 days to customers upon the approval of
management according to the credit quality of individual customers. In
addition, the Group will continue to monitor closely its trade debtors to
minimise potential impairment losses.

With regard to the liquidity risk, the Group will continue to maintain a
balance between the continuity of funding and flexibility through the
use of bank borrowings.

In the second half of 2018, a Group-wide project on “Enterprise Risk
Management” was initiated so as to expand risk management to cover
more than financial risks focus. The project is on-going and has been
running according to plan.
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SEEIERECI SR

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2018, the Group had a workforce of 3,228 employees.
In addition, the Group engaged approximately 1,428 separation and
selection workers through local contractors. We have not experienced
any strikes, work stoppages or significant labor disputes which have
affected its operations in the past and we have not experienced any
significant difficulties in recruiting and retaining qualified staff. We
continue to maintain good relationships with our employees.

The Group's total staff costs for the current interim period were
approximately HK$633.9 million. The remuneration package of the staff
consists of basic salary, mandatory provident fund, insurances and other
benefits as considered appropriate. Remuneration of the employees
of the Group is determined by reference to the market, individual
performance and their respective contribution to the Group.

The emoluments of the directors of the Company (the “Directors”) are
subject to the recommendations of the remuneration committee of
the Company and the Board’s approval. Other emoluments including
discretionary bonuses, are determined by the Board with reference to
the Directors’ duties, abilities, reputation and performance.

INVESTOR RELATIONS AND COMMUNICATIONS
WITH SHAREHOLDERS

The Group considers that investor relations are important to a listed
company. The Board believes that maintaining a good relationship
with investors and keeping them up-to-date on the latest corporate
communications and business development in a timely fashion would
enhance transparency and strengthen corporate governance of the
Group. With the support of the Board, Mr. Chong, Ming John, the
head of public relations and investor relations of the Group has been
assigned to take responsibility for all matters relating to investor
relations of the Group.

Going forward, the Company will continue to make effort to keep our
investors abreast of the corporate and business developments, and to
introduce the Group's strengths and strategies in order to gain support
and recognition from them and also the market in general.
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DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATION

As at 30 June 2018, the interests or short positions of the Directors
and Chief Executives of the Company in the shares (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 (the “SFO")) as recorded in the register required
to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong
Kong Limited (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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Approximate
percentage of

shareholding
in the Company
(Note 1)
Long position (L)/ Total number of BEDRRE
Name of Director Capacity/Nature of Interest Short position (S) Shares interested BABDH
EEEB B/ EntE HRL),/KA®S) FEREZNROEH (BzE1)
Mr. Tu Jianhua Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
RBERE REEGEE 2w (Mi5F2)
Notes: Bt 5
(1) As at 30 June 2018, the total number of issued Shares of the Company was (1) RZZ-NERA=1TH ARRBEITRHNE

1,605,152,291 Shares.
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DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATION (continued)

Notes: (continued)

(2)

The 1,008,885,181 Shares were held by the USUM Investment Group Hong Kong
Limited ("USUMHK"), a company in which Mr. Tu Jianhua (“Mr. Tu”) was indirectly
interested. USUMHK is directly wholly owned by USUM Investment Group Limited
("USUM Group”), a limited liability company incorporated in the PRC. The single
largest shareholder of USUM Group is Loncin Holdings Co., Ltd. (“Loncin Holdings”),
with an equity interest in USUM Group of 45.956%. The remaining equity interests
in USUM Group are held by 22 individuals and 30 companies, all of whom are
independent third parties of Loncin Holdings and Mr. Tu, and they each hold between
0.29% to 10% equity interests in USUM Group. Loncin Holdings is 98% owned by
Loncin Group Co., Ltd. (“Loncin Group”) and 2% owned by Mr. Tu. Loncin Group
is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms. Tu
Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2018. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

Save as disclosed above, as at 30 June 2018, none of the Directors and

Chief Executives of the Company had any interests or short positions

in the Shares, underlying Shares or debentures of the Company or any
of its associated corporations which would have 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 which
were recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or which were required to be
notified to the Company and the Stock Exchange pursuant to the
Model Code.

Chiho Environmental Group Limited
Interim Report 2018

EENTETRABRARRINE

MRESEE R - R RIESH

SRk e (&)

ek ()

)

1,008,885,181 ik h AR EEE (BB A
RAR(DAEEBNEE AEdER—MiE
EEAE(REENDHEREEZNAR ARSE
BRARREERERNERAR (OEEE])E
E2ERA AREEAMRPEEMRRZIZE
RARAREENTAE —RRARESZRER
AR ([EEER]) ERaEEENORAERA
45.956% ° Al 7% 5 [ /) 82 T 4 4 B22% 18 A &30
BMAR (MABIRBEEERIRTENE=T)
HE - ZEEARAADFAAEEE0.29% %
10%2 ki -BEEERDFIBEEEEER AR
([REEE])EAIBWIIRLEEE2% - BEE
EHRREEEBISY  HARBL T RAER L L
(HRREERNBIR) DBIER1% HEZZ— )N\
FRA=TH MEEEFHE1,008,.885181 &
e Ek - RIBFEH R E GG R EEWBERR
MEEBRANROPEEEE -

B LRI R B N\FRA=TH"
ARREERTIBTRAERERARAF K
HAEfIREOE R 2 Bt - RO R ES D
BAREBESMARGRIIEXVEEFTRED &
ATHNEARARBRER(BERERESR
HIEIRGIB BB IRSURTE - EWE R IETE
BZRERIRE)  AARRRBESFREE
GPISE3S2EMEE 2 B LM s R
BEETRAE TS RNR R LB ZER
REZRBRR



SUBSTANTIAL SHAREHOLDERS" INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2018, the interests and short positions of the persons,
other than the Directors and chief executives of the Company, in the
Shares and underlying Shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO were as

follows:
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Approximate
percentage of

Shareholding

in the Company

(Note 1)

Long position (L)/ Total number of BEDRRE

Name of Director Capacity/Nature of Interest Short position (S) Shares interested BABDH

EZE8 B/ BEME HRL), KRES) FEEENROAY (M)

USUM Investment Group Beneficial owner L 1,008,885,181 (Note 2) 62.85%
Hong Kong Limited ERBEEA (Mi5F2)

AERARE (FE)ERAF

USUM Investment Group Limited Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
REREEERNERDA REEEE # (P3E2)

Loncin Holdings Co., Ltd. Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
BEERERANA REEHER 2 5 (B3E2)

Loncin Group Co., Ltd. Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
EEEEERAF REEHEE # (P3E2)

Mr. Tu Jianhua Interest in controlled corporations L 1,008,885,181 (Note 2) 62.85%
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SUBSTANTIAL SHAREHOLDERS" INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (continued)

=

Wt N AR B A

Approximate
percentage of

Shareholding
in the Company
(Note 1)
Long position (L)/ Total number of BED R RE
Name of Director Capacity/Nature of Interest Short position (S) Shares interested BABDL
ESER B}/ BRME FEL),/KAES) FEEENROLY (BzE1)
Tai Security Holding Limited Beneficial owner L 98,773,990 (Note 3) 6.15%
Tai Security Holding Limited ERBAA (Fi5E3)
Good Union Hong Kong Beneficial owner L 44,700,000 (Note 4) 2.78%
Investment Limited ERBEAA (HizE4)
EEFEREBRLA
Mr. Zhang Mingjie Interest in controlled corporations L 143,473,990 (Notes 3 & 4) 8.94%
RAREE REEGEE 2w (Fi5E3R4)
Pengda Value Fund SPC (acting for and  Beneficial Owner L 97,250,000 (Note 5) 6.06%
on behalf of DTC SP) ERBAA (Hiz%5)
Pengda Value Fund SPC
(fkDTC SP1TE)
Cinda Asset Management Interest in controlled corporations L 97,250,000 (Note 5) 6.06%
(Cayman) Limited REZHER 2 B ES)
Cinda Asset Management
(Cayman) Limited
Cinda (BVI) Limited Interest in controlled corporations 97,250,000 (Note 5) 6.06%

Cinda (BVI) Limited
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Approximate

percentage of

Shareholding
in the Company
(Note 1)
Long position (L)/ Total number of AR FRE
Name of Director Capacity/Nature of Interest Short position (S) Shares interested BRE L
E=E8 5/ REHtE AL,/ KA®S) FEEENROAY (PEET)
Cinda International Holdings Limited Interest in controlled corporations L 97,250,000 (Note 5) 6.06%
FEERZRERAA REEHEE 2 B (P 3E5)
Sinoday Limited Interest in controlled corporations 97,250,000 (Note 5) 6.06%
Sinoday Limited REEHEE s YES)
China Cinda (HK) Holdings Interest in controlled corporations 97,250,000 (Note 5) 6.06%
Company Limited REEHEE 2 R QS
HEEE (BB ERERRA
China Cinda Asset Management Interest in controlled corporations L 97,250,000 (Note 5) 6.06%
Co., Ltd.* REEGEE 2w (FizE5)
HEEEEAEEERNERAT
*  For identification purpose only
BERREEBRAF
—E-N\FHE®RE
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SUBSTANTIAL SHAREHOLDERS" INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (continued)

Notes:

(1

)

(3)

4)

(5)

As at 30 June 2018, the total number of issued Shares of the Company was
1,605,152,291 Shares.

The 1,008,885,181 Shares were held by the USUMHK, a company in which Mr.
Tu was indirectly interested. USUMHK is directly wholly owned by USUM Group, a
limited liability company incorporated in the PRC. The single largest shareholder of
USUM Group is Loncin Holdings, with an equity interest in USUM Group of 45.956%.
The remaining equity interests in USUM Group are held by 22 individuals and 30
companies, all of whom are independent third parties of Loncin Holdings and Mr. Tu,
and they each hold between 0.29% to 10% equity interests in USUM Group. Loncin
Holdings is 98% owned by Loncin Group and 2% owned by Mr. Tu. Loncin Group
is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms. Tu
Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2018. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

The 98,773,990 Shares were held by Tai Security Holding Limited (“Tai Security”) as
beneficial owner and Tai Security is directly wholly-owned by Mr. Zhang as at 30 June
2018. Therefore, Mr. Zhang was deemed to be interested in the same number of
Shares as held by Tai Security pursuant to the SFO.

The 44,700,000 Shares were held by Good Union Hong Kong Investment Limited
("Good Union") as beneficial owner and Good Union is directly wholly-owned by Mr.
Zhang as at the 30 June 2018. Therefore, Mr. Zhang was deemed to be interested in
the same number of Shares as held by Good Union pursuant to the SFO.

The 97,250,000 Shares were held by Pengda Value Fund SPC (acting for and on
behalf of DTC SP) (“Pengda”) as beneficial owner and Pengda was wholly-owned
by Cinda Asset Management (Cayman) Limited (“Cinda Asset Management”). Cinda
Asset Management was wholly-owned by Cinda (BVI) Limited which was in turn
wholly-owned by Cinda International Holdings Limited (“Cinda International”). Cinda
International was held as to 63% by Sinoday Limited which was wholly-owned by
China Cinda (HK) Holdings Company Limited, which was in turn wholly-owned by
China Cinda Asset Management Co., Ltd. Therefore, all the aforesaid companies were
deemed to be interested in the same number of Shares as held by Pengda pursuant to
the SFO.
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SUBSTANTIAL SHAREHOLDERS" INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (continued)

Save as disclosed above, as at 30 June 2018, the Company had not
been notified by any persons (other than the Directors and Chief
Executives of the Company) who had interests or short positions in the
Shares or underlying Shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO.

SHARE OPTION SCHEME

The Post-IPO Share Option Scheme was adopted by the Company on 23
June 2010 (the “Post-IPO Share Option Scheme”). The Post-IPO Share
Option Scheme was approved by written resolutions of the shareholders
of the Company and as approved by the listing committee of the Stock
Exchange is valid and effective for a period of 10 years commencing on
23 June 2010.

Pursuant to the terms of the Post-IPO Share Option Scheme and in
compliance with the provisions in Chapter 17 of the Listing Rules,
the maximum number of Shares which may be issued upon exercise
of all share options to be granted under the Post-IPO Share Option
Scheme and all other share option schemes of the Company shall not
exceed 161,973,829 Shares, being 10% of the Shares in issue as at
17 February 2017, being the date of the 2017 extraordinary general
meeting (“2017 EGM"), when the scheme mandate limit was last
refreshed.

There were no options outstanding as at 30 June 2018 and no share
options were granted, exercised, cancelled or lapsed during the
reporting period.

Disclosure of Interests
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Corporate Governance
and Other Information

TEERNREMER

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company recognises the importance of corporate transparency
and accountability and is committed to achieving a high standard of
corporate governance. Throughout the six months ended 30 June 2018,
the Company has complied with all the applicable code provisions
of the Corporate Governance Code (the “"CG Code"”) and Corporate
Governance Report, contained in Appendix 14 to the Listing Rules with
exceptions as explained below:

Pursuant to code provision A.2.1 of the CG Code, the roles of chairman
and chief executive should be separate and should not be performed
by the same individual. Mr. Qin Yongming currently holds the offices
of chairman (“Chairman”) and chief executive officer (“CEQ") of the
Company. The Board believes that vesting the roles of both Chairman
and CEO in the same person provides the Company with strong and
consistent leadership and allows for effective and efficient planning and
implementation of business decisions and strategies. Accordingly, the
Directors consider that the deviation from provision A.2.1 of the Code is
appropriate in such circumstance.

The Company will, from time to time, review the effectiveness of the
Group's corporate governance structure and consider whether any
changes, including the separation of the roles of Chairman and CEO,
are necessary.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code") as set out in Appendix
10 to the Listing Rules as its own code of conduct regarding directors’
securities transactions by Directors. All Directors have confirmed
following specific enquiries made by the Company, that they have
complied with the required standard set out in the Model Code during
the six months ended 30 June 2018.

Chiho Environmental Group Limited
Interim Report 2018
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Corporate Governance and Other Information

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

Neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the listed securities of the Company during the six
months ended 30 June 2018.

INTERIM DIVIDEND

The Directors do not recommend the payment of an interim dividend
for the six months ended 30 June 2018.

SIGNIFICANT EVENTS

The Company and any of its subsidiaries did not have any significant
events which have occurred since 30 June 2018.

INTERIM REPORTS

The Audit Committee has reviewed the accounting principles and
practices adopted by the Group and discussed the financial matters
and internal control systems, including reviewed and approved of the
Group’s unaudited condensed consolidated results for the six months
ended 30 June 2018 and this interim report.

DISCLOSURE UNDER RULE 13.21 OF THE RULES
GOVERNING THE LISTING OF SECURITIES ON THE
STOCK EXCHANGE (THE “LISTING RULES")

On 19 December 2016, the Company as issuer entered into a
subscriptions agreement (“Subscriptions Agreement”) with an
independent third party institution (the “Subscriber”) pursuant to which
the Company agrees to issue and the Subscriber agrees to subscribe for
certain notes (“Notes”) in the principal amount of US$200,000,000 due
2018.

Pursuant to the Subscriptions Agreement, Mr. Tu and USUM Investment
Group Hong Kong Limited Jaifg#& &£ B (HE) BR2AF] ("USUMHK")
shall also provide a personal guarantee and a corporate guarantee,
respectively, in favour of the Subscriber to secure, among others, the
due and punctual observance and performance by the Company under
the Subscriptions Agreement and other documents.
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Corporate Governance and Other Information
TEERREMER

DISCLOSURE UNDER RULE 13.21 OF THE RULES
GOVERNING THE LISTING OF SECURITIES ON
THE STOCK EXCHANGE (THE “LISTING RULES")
(continued)

Pursuant to the terms of the Notes, it will be an event of default if,
among others, (i) USUMHK ceases to beneficially own (directly or
indirectly) at all times a shareholding in the Company representing the
single largest shareholding in the Company, or (i) USUMHK ceases
at all times to be controlled by Mr. Tu and Mr. Tu ceases to be the
single largest shareholder of USUMHK. For the purposes of this clause,
“control” of each person means (whether by way of ownership of
shares, proxy, contract, agency or otherwise): (a) having the power to
cast, or control the casting of 40% of the votes that might be cast at
a general meeting of such person; or (b) having the power to appoint
a majority of the board of directors or remove any director of such
person; or (c) having the power or ability to influence the management
and financial policies of such person. If any event of default occurs, the
Subscriber may require the Notes to be repaid immediately. As at the
date of this report, USUMHK owns 62.85% of the total issued share
capital of the Company and Mr. Tu indirectly owns 42.10% of the total
issued share capital of USUMHK.

On 29 June 2018, the Company as borrower entered into a facility
agreement (“Facility Agreement”) with, among others, certain
independent third party institutions (the “Lenders”) pursuant to which
the Company agrees to borrow and the Lenders agrees to make a
syndicated term loan facility of up to US$300,000,000 (“Loan”) for
a term of two years for the refinancing of existing loans and working
capital purposes.

Pursuant to the Facility Agreement, Mr. Tu and USUMHK among
others, shall provide a personal guarantee and a corporate guarantee,
respectively, in favour of the Lenders to secure, among others, the due
and punctual observance and performance by the Company under the
Facility Agreement and other ancillary documents.

Pursuant to the terms of the Loan, the Company shall ensure and
procure that, among other things, Mr. Tu remains, directly or indirectly,
as the single largest shareholder of the Company, and that it will be
an event of default if, among others, (i) Mr. Tu ceases to, directly or
indirectly, be the single largest shareholder of the Company.

Chiho Environmental Group Limited
Interim Report 2018
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Corporate Governance and Other Information

CHANGES OF INFORMATION IN RESPECT OF
DIRECTORS

In accordance with Rule 13.51B(1) of the Listing Rules, the changes
in information required to be disclosed by Directors pursuant to
paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing Rules after
the publication of the Annual Report 2017 of the Company are set out

below:

Experience including other directorships

(a)

Dr. Loke Yu Alias Loke Hoi Lam (BE#&#t) , an independent
non-executive Director, has resigned as an independent non-
executive director at Shenzhou Space Park Group Limited (Stock
Code: 692, formerly known as China Household Holdings
Limited) with effect from 6 August 2018, and resigned as an
independent non-executive director at Winfair Investment
Company Limited (Stock Code: 287) with effect from 3 April
2018. Dr. Loke has been appointed as an independent non-
executive director of TC Orient Lighting Holdings Limited (Stock
Code: 515) with effect from 6 June 2018.

Mr. Zhu Hongchao (&##), an independent non-executive
Director, has resigned as an independent director at Shanghai
First Pharmaceutical Co., Ltd (Stock Code: 600833(SHA)) with
effect from 26 June 2018. Mr. Zhu has been appointed as an
independent non-executive director at E-House (China) Enterprise
Holdings Limited (Stock Code: 2048) with effect from 10 July
2018.
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Condensed Consolidated Statement of

Profit or Loss

Fﬁﬁﬁl‘/_f\ E\/’IEE

Six months ended 30 June
BEAA=1THLAEA

2018 2017
—E-N\F —T—tF
Notes HK$M HK$M
Bt 5 BHEBETT BEAT
(Unaudited) (Unaudited)
(REER) (REEER)
Revenue Wz 6 11,062.2 8,801.5
Cost of sales & AR (9,757.0) (7,757.0)
Gross profit EH 1,305.2 1,044.5
Other income E@H&)\ 48.3 50.1
Other gains, net ﬁﬁﬂqﬁl &% HR 7 182.2 51.5
Distribution and selling expenses DIERIHERY (326.5) (275.9)
Administrative expenses ﬁ BFE X (670.3) (489.8)
538.9 380.4
Finance income A 8 16.8 23.2
Finance costs B 75 Bk AR 8 (231.1) (185.5)
Finance costs, net B 75 Ak AN F 5E (214.3) (162.3)
Share of post-tax loss of FE(REE = A AR T8
an associate E51E (0.5) =
Share of post-tax profits of FE 1 & & 1 ZEBR B 18 s A
joint ventures 62.4 52.9
Profit before income tax B P45 554 AL A 386.5 271.0
Income tax expense s it 10 (55.3) (57.0)
Profit for the period B R A 9 331.2 214.0
Profit/(loss) attributable to: A& 5 EERF, (EE) -
Shareholders of the Company A aE PR 331.6 197.9
Non-controlling interests SEE AR = (0.4) 16.1
331.2 214.0
Earnings per share attributable to ANAR IR EGEA
shareholders of the Company for FRAHN (LZ&R
the period (expressed in HK$ per TSI R)
share)
Basic earnings per share BRERZER 12 0.21 0.12
Diluted earnings per share FREE B A 12 0.21 0.12

The notes on pages 48 to 84 form an integral part of this interim

condensed consolidated financial information.

Interim Report 2018
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Condensed Consolidated Statement of
Comprehensive Income

BRmE 2 E N E

Six months ended 30 June
BZEANA=1THLAEA

2018 2017
—E-N\F —E—tF
HK$M HK$M
BEERT BEATT
(Unaudited) (Unaudited)

(REERK) (REEZ)

Profit for the period B R A 331.2 214.0

Other comprehensive (loss)/income HttZ2m (&E) IS

Item that may be reclassified HiEAEE 7IEE
subsequently to profit or loss: B2 HH -
Currency translation differences EHZER (123.8) 271.4
Item that will not be reclassified HEHT8EZHER
subsequently to profit or loss: HBam 2 HE -
Changes in the fair value of financial #ZAFEFFAHEMEZEKTZ
assets at fair value through other TREEZLATEZH
comprehensive income (0.2) -

Other comprehensive (loss)/income HANEMEE (BB) KRS

for the period ”””777777777”777(17274;07) 77777777 277717.477
Total comprehensive income HRa2EK=EE
for the period 207.2 485.4

Total comprehensive income/(loss) WU T &S EAHHAZE

for the period attributable to: Wz (FE)A%E:
Shareholders of the Company ZAN/NE I3 207.9 466.6
Non-controlling interests FEE AR b = (0.7) 18.8

207.2 485.4

The notes on pages 48 to 84 form an integral part of this interim  Z48E E84BE MM st AP HRS AR A B 75
condensed consolidated financial information. BRE—D -
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Condensed Consolidated

Balance Sheet

BRGmeEERER

At 30 June At 31 December
2018 2017
R=ZB-NF RZT—+tF
AA=+H +=ZHA=+—H
Notes HKS$M HK$M
Bt 5 BEER BEAT
(Unaudited) (Audited)
(REEER) (fE&EZ)
ASSETS BE
Non-current assets RBEE
Property, plant and equipment Y - BB M E 13 3,506.9 3,559.3
Leasehold land and land use rights T 4 i J = Hb {5 A 4 405.0 412.9
Investment properties "EME 3.4 3.5
Intangible assets EVEE 1,185.6 1,207.7
Investments accounted for using FREREARZEE
the equity method 614.9 591.2
Financial assets at fair value through I A {Et ABEZ 7 eREE
profit or loss 2.0 -
Financial assets at fair value through 1 A E A EMEEINE 2
other comprehensive income S REE 113.3 _
Other non-current assets HM3Ens&EE 6.9 128.8
Deferred income tax assets BEEMSMREE 188.4 168.1
6,026.4 6,071.5
Current assets REBEE
Inventories FE 1,790.0 2,338.5
Trade, bills and other receivables B 5 B R H M E WG IE 14 2,333.6 1,992.4
Fixed return investment & E B % B 350.6 339.0
Amounts due from related parties JE U BA B 7 SRR 20 96.6 205.6
Derivative financial instruments PTESRMTA 46.3 6.1
Tax recoverable A 3R [B1 7% 18 12.2 25.8
Pledged bank deposits 2K IR TR 383.4 95.0
Cash and cash equivalents ReRkBEEFEIER 922.6 976.4
5,935.3 5,978.8
Assets classified as held for sale DERBELHENEE 5.1 434
Total assets EEHE 11,966.8 12,093.7

Interim Report 2018



Condensed Consolidated Balance Sheet

BRGeEEAER
At 30 June At 31 December
2018 2017
RZB-NFE RZZ—LtF
ANA=+HB +ZRA=+—H
Notes HK$M HK$M
Bt 5 BEBT BEBT
(Unaudited) (Audited)
(REEER) (%)
EQUITY AND LIABILITIES BREREE
Equity attributable to shareholders Z< 72 T Ig 3R fE {5 #E %5
of the Company
Share capital & 17 16.1 16.1
Other reserves H A 6,895.2 7,018.9
Accumulated losses 25T &8 (1,630.3) (1,961.9)
5,281.0 5,073.1
Non-controlling interests FE 2 I i (26.7) (26.0)
Total equity s 5,254.3 5,047.1
Non-current liabilities FRBEMF
Borrowings B 16 1,680.9 1,133.0
Retirement benefit obligations RREREFE 34.6 26.7
Other payables H &~ 3B 15 93.8 105.2
Deferred income tax liabilities BEMSHRAE 402.5 416.5
2,211.8 1,681.4
Current liabilities REBAE
Trade, bills and other payables B 5 B & E b FE A 5RIE 15 2,206.9 2,092.0
Current income tax liabilities BNERFT ST B & 145.0 113.2
Borrowings R 16 2,052.5 3,022.2
Amounts due to related parties JE 1< BA B 75 SRR 20 79.2 110.9
Derivative financial instruments TEERMITAE 171 26.9
4,500.7 5,365.2
Total liabilities EEH8E 6,712.5 7,046.6
Total equity and liabilities EmAEREE 11,966.8 12,093.7

FASE E8AH MW AR EARRAR & BT 75
BERr—3D e

The notes on pages 48 to 84 form an integral part of this interim
condensed consolidated financial information.
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Condensed Consolidated Statement of

Changes in Equity
AR EER B IR

Unaudited
AEEH
Attributable to shareholders of the Company
RRARRER.
Re- Foreign
Capital Share Statutory ~ Enterprise measurement  currency Non-
Share Share  redemption option Capital general  expansion  of pension  translation Accumulated controlling Total
capital  premium Teserve eserve eserve feserve fund plans eserve losses Sub-total interest equity
BREE  BRE £ Eifite  SMER JEAR
fx  RiHEE B R EAEE -RBECFERES RieHE B iR g 3 BEs
HKIM HKSM HKSM HKSM HKIM HKSM HKSM HKSM HKSM HKSM HKIM HKSM HKSM
BEEn PAEET BE%n AERT BERnT BEET AEAn BEEn ABEr BEMn  AEEnT  BERn  BEER
(Notei) ~ (Noteil)  (Noteil)
(W) (W) (B
At 1 January 2017 R=2-t%-A-A
(audfted) (87 162 5973 02 - m3 1051 1051 - 754 (23849 4172 (328) 40844
Comprehensive income 2ENE
Profit for the period B - - - - - - - - - 1979 1979 16.1 240
Total other comprehensive income ~ BIREH2ENEHE
for the period, net of tax pili%
Curreny translation EXZ®
differences - - - - - - - - 268.7 - 268.7 27 2714
Total comprehensive income BRe2EhRLE
for the period, net of tax ABHE - - - - - - - - 2687 197.9 466.6 188 4854
Transactions with shareholders BRE (ARRSH)
in their capacity as shareholders 1% %
Subscription shares BRI N RBR G
repurchased and cancelled (W&17@)
(Note 17(a) (0.1) (65.4) 0.1 - - - - - - (0.1) (65.5) - (65.5)
Total transactions with shareholders SRR (ARRH1H)
in their capacity as shareholders ~ EfTRAEE 0.1 (654) 01 - - - - - - (0.1) (65.5) - (65.5)
At 30 June 2017 RZF—+5/A=FA
(unaudited) (KEzEn) 161 59119 03 - 8 1051 105.1 - WAl (I811) 45183 (140) 45043

Chiho Environmental Group Limited
Interim Report 2018



Condensed Consolidated Statement of Changes in Equity

BEEREE S 3 b

Unaudited
AEEH
Attributable to shareholders of the Company
ARAREEL
Re- Foreign
Capital Share Statutory ~ Enterprise measurement currency Non-
Share Share ~ redemption option  Capital  general expansion of pension Revaluation translation Accumulated controlling Total
capital ~ premium reserve feserve reseve  reserve fund plans feserve resenve losses ~ Sub-total ~interest equity
BRER  BRE EE  PRER  ENAE SMBES iR
fix RigE G HE AAEE -RER o RifeHE ERRR 1 g B HER
HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM
BE®T BERT BEET AEAT AR AEET AEAT AEAT EEET BERT GET AERn AERT AEARL
(Notei) ~ (Noteil)  (Noteii) (Note i)
(W) (ki) (Bsi) (Hsii)
At 1 January 2018 R=2-\5-A-A
(audited) (8%%) 16.1 59119 03 - 2109 107.0 106.9 04 - 6815  (1,961.9) 50731 (26.0) 50471

Comprehensive incomefoss) 2EkE/ (B8)

Profitfloss) for the period Brail/ (B8) - - - - - - - - - - 3316 B16 04 3312

Total other comprehensive loss A 2EEE

for the period, net of tax B8 NBHE
Currency translation differences ~ EZZ%E - - - - - - - - - (1Y) - (1) 03 (139
Change in the fair value of RATET AR
finandial assets at fair value SR
through other comprehensive ATEEY
income - - - - - - - - (0.2) - - 02 - (0.2)
- - - - - - - - (02) (1235 - (123.7) (03) (124.0)
Total comprehensive incomelfloss) A2 AN/ (5iE)
for the period, net of tax % NRHE - - - - - - - - 02 (135 3316 2079 01 2072
At 30 June 2018 (unaudited) -\ExAZ+R
(REFH) 16.1 59119 03 - 210.9 107.0 106.9 04 (0.2) 5580  (1.6303) 52810 (267) 52543

Notes: B 5

(i) Capital reserve represents the sum of (a) the difference between the nominal value (i) BRFEHEREQARAR T N\FEEEAHRAT
of the aggregate share capital and share premium of the subsidiaries acquired by W bE F R B RRA KRB 5 B AR 2 mEEAR R
the Company upon a group reorganisation in 2008 and the nominal value of the THRRERBEITRG 2 EEHEE RO =T —
Company’s shares issued in exchange and (b) a capitalisation of shareholders' loans in FEREBRRER
2010.

(i) Statutory general reserve and enterprise expansion fund represent the appropriation  (ii) RARFEFRRREZGERARRE  ARED
of 10% of profit after tax determined based on the relevant accounting rules and B AR & SR Bl SOE R T SRR TR A1 0% BEA
regulations of the PRC as required by the Articles of Association of the Company's EEMEBREERRES MEE —REFHR
PRC subsidiaries. The appropriation may cease to apply if the balance of the TREHFRESHRBEPEFARFMERTS0% -
statutory general reserve and enterprise expansion fund has reached 50% of the PRC BRI R I E B - R —REFE R CERRESATH
subsidiaries’ registered capital. The statutory general reserve and enterprise expansion B 1 F E B kI AR A -
fund can be used to make up prior year losses or to increase share capital.

(iii) Revaluation reserve represents the accumulated changes in fair value of financial (ifi) BEEEEERATEFAELMEZAREZ S/ E

assets at fair value through other comprehensive income.

The notes on pages 48 to 84 form an integral part of this interim
condensed consolidated financial information.
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Condensed Consolidated Statement of
Cash Flows

BRFERENER

Six months ended 30 June
BZA~B=1tHIAEA

2018 2017
—E-N\F T —tF
HK$M HK$M
BEAT BEAT
(Unaudited) (Unaudited)
(REER) (REEZ)
Cash flows from operating activities E & ZE TS HER
Cash generated from operations KEMERE
before changes in working capital (BEESEEAT) 549.1 535.1
Changes in working capital EEEE 90.9 (1,400.2)
Cash generated from/(used in) meEmE,/ (FARE
operations 640.0 (865.1)
Interest paid 2 AT H B (123.2) (139.0)
Tax paid B #IE (30.6) (1.9)
Net cash generated from/(used in) && EZE TS, (FrH)
operating activities BEFEE 486.2 (1,006.0)
Cash flows from investing activities & ZE B RER
Placement of pledged bank deposits 7 AE EIFRITER (301.4) (3.6)
Withdrawal of pledged bank deposits ZHl 2 KB R 1T 1F 3K 2.0 9.5
Purchases of property, HBEYE BERREAR
plant and equipment and ERAE
intangible assets (187.3) (84.6)
Deposit paid for property, plant and 2% BE &R EZE
equipment (1.2) (15.1)
Proceeds from disposal of property, HEWE BER&E
plant and equipment and IAREREEZ
intangible assets Ffr 45 3k 18 50.0 17.9
Proceeds from disposal of HEREYE 2 SHIR
investment properties 202.8 -
Proceeds from disposal of assets HENERFE
classified as held for sale HEEEZMSNIEA 152.6 47.6
Proceeds from disposal of financial HERATFEFABRZ
assets at fair value through profit TRUE E Z P15 IR
or loss 17.7 0.4
Dividend received from joint ventures B WAL RERE 26.9 =
Dividend received from financial BUR A FERT AEM
assets at fair value through other THERZEMEELZ
comprehensive income &S] 4.2
Other investing activities HAn 12 BEE) 5.1 0.8

Interim Report 2018



Condensed Consolidated Statement of Cash Flows

GRS EREERER

Six months ended 30 June
BZEANA=1THLAEA

2018 2017

—E-N\F —E—tF

Notes HK$M HK$M
Bt 5 BEBT BEBTT
(Unaudited) (Unaudited)

(REERK) (REEZ)

Net cash used in investing RETBFMARSFE
activities (28.6) (27.1)

Cash flows from financing activities @& ;EE ISR &R

Proceeds from borrowings B2 FTBRIE 1,726.5 1,992.8
Repayment of bank borrowings EEBRITER (1,121.2) (1,694.2)
Repayment of other borrowings and  {& & £ i & 5 & B = 4%
note payable (1,065.0) (191.5)
Redemption of convertible bonds fE O] ] #R AR (E 25 - (67.6)
Repayment to the immediate MEZEERAAMEERIE
holding company - (197.0)
Repayment to an intermediate [ H AR A RIE B 5E
holding company - (3.4)
Advance from an intermediate KB EERAE 2B
holding company - 12.5
Additions in finance lease liabilities FIERERERE - 18.3
Repayment to finance lease liabilities {EEREHES T (32.7) (35.4)
Repurchase of subscription shares 8 [ 3R i A 10 17(a) - (65.5)
Net cash used in financing RMEEBMARSER
activities (492.4) (231.0)
Cash and cash equivalents at HyzRekBESEFEIEER
beginning of the period 976.4 1,656.7
Net decrease in cash and RekBReEEBRRDFE
cash equivalents (34.8) (1,264.1)
Exchange differences on cash and RekFeFHEEEZ
cash equivalents MEH =5 (19.0) 17.2
Cash and cash equivalents HMARZHRERESEHEER
at end of the period 922.6 409.8

The notes on pages 48 to 84 form an integral part of this interim  Z548E Z=84H WM 5t A AN b HARS AR 4R & B 75
condensed consolidated financial information. BRB—F 5 o

EaRREBERAF
ZE-N\FHhl®RE
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Notes to the Condensed
Consolidated Financial Information

Fﬁ EH F =

1

BUBERMEE

GENERAL INFORMATION

Chiho Environmental Group Limited (‘the Company’) is an
investment holding company. The Company and its subsidiaries
(together “the Group”) are mainly engaged in the principal
business of metal recycling, involving the recycling of mixed metal
scrap into copper scrap, steel scrap, aluminum scrap, iron scrap
and other metal scrap in Asia, Europe and North America.

The Company is incorporated and registered as an exempted
company in the Cayman Islands under the Companies Law of the
Cayman Islands with limited liability. The address of its registered
office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands.

The Company has its primary listing on The Stock Exchange of
Hong Kong Limited.

This condensed consolidated interim financial information is
presented in Hong Kong Dollar (“HK$"), unless otherwise stated.

Significant events and transactions incurred in the current interim
period has been disclosed in the Management Discussion and
Analysis section in the Interim Report 2018.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2018 has been prepared in accordance
with Hong Kong Accounting Standard 34 (“HKAS 34"), ‘Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA"). The condensed
consolidated interim financial information should be read in
conjunction with the annual consolidated financial statements for
the year ended 31 December 2017, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs™).

Interim Report 2018
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Notes to the Condensed Consolidated Financial Information

ACCOUNTING POLICIES

The accounting policies applied are consistent with those of the
annual consolidated financial statements for the year ended
31 December 2017, as described in those annual consolidated
financial statements, except for the estimation of income tax
using the tax rate that would be applicable to expected total
annual earnings and the adoption of amendments to HKFRSs
effective for the financial year ending 31 December 2018.

(@) New and amended standards adopted by the
Group

A number of new or amended standards became applicable
for the current reporting period and the Group had to
change its accounting policies and make adjustments as a
result of adopting the following standards:

. HKFRS 9 Financial Instruments, and

° HKFRS 15 Revenue from Contracts with Customers.

The impact of the adoption of these standards and the new
accounting policies are disclosed in note 22 below. The
other standards did not have any impact on the Group's
accounting policies and did not require retrospective
adjustments.

(b) Impact of standards issued but not yet applied
by the Group

HKFRS 16 Leases

HKFRS 16 was issued in January 2016. It will result in
almost all leases being recognised on the balance sheet,
as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to
use the leased item) and a financial liability to pay rentals
are recognised. The only exceptions are short-term and low-
value leases.
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Notes to the Condensed Consolidated Financial Information
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RAE B ER M

ACCOUNTING POLICIES (continued)

(b)

Impact of standards issued but not yet applied
by the Group (continued)

HKFRS 16 Leases (continued)

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the
Group’s operating leases. As at the reporting date, the
Group has non-cancellable operating lease commitments
(as lessee) of HK$174.4 million (note 19(b)). However,
the Group has not yet determined to what extent these
commitments will result in the recognition of an asset and
a liability for future payments and how this will affect the
Group'’s profit and classification of cash flows.

Some of the commitments may be covered by the exception
for short-term and low-value leases and some commitments
may relate to arrangements that will not qualify as leases
under HKFRS 16.

The standard is mandatory for first interim periods within
annual reporting periods beginning on or after 1 January
2019. The Group does not intend to adopt the standard
before its effective date.

ESTIMATES

The preparation of interim financial information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expenses. Actual
results may differ from these estimates.

In preparing this condensed consolidated interim financial
information, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
annual consolidated financial statements for the year ended 31
December 2017.

Interim Report 2018
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Notes to the Condensed Consolidated Financial Information

5 FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS

5.1

5.2

5.3

Financial risk factors

The Group’s activities expose it to a variety of financial risks:
market risk (including foreign exchange risk, interest rate
risk and price risk), credit risk and liquidity risk.

The interim condensed consolidated financial information
does not include all financial risk management information
and disclosures required in the annual consolidated
financial statements, and should be read in conjunction
with the Group’s annual consolidated financial statements
as at 31 December 2017.

There have been no changes in the risk management
policies since year ended 31 December 2017.

Liquidity risk
Compared to year ended 31 December 2017, there was no

material change in the contractual undiscounted cash out
flows for financial liabilities.

Fair value estimation

The table below analyses the Group's financial instruments
carried at fair value as at 30 June 2018 by level of the
inputs to valuation techniques used to measure fair value.
Such inputs are categorised into three levels within a fair
value hierarchy as follows:

. Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).
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5.1

5.2
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PR BRI

5 FINANCIAL RISK MANAGEMENT AND 5 srEREENEHMTA
FINANCIAL INSTRUMENTS (continued) (&
5.3 Fair value estimation (continued) 53 AQFEMGE (F)
. Inputs for the asset or liability that are not based on . I FEAR 18 Al &R R T 5 BUIR
observable market data (that is, unobservable inputs) ETMEEXBEAAEB
(level 3). (B AR ABE) (F
=) e
Fair value Valuation technique(s)
Financial assets/(financial liabilities) Fair value as at hierarchy and key input(s)
SREE/ (SRAR) RUATRANATE ATEER  HERRRIEBAZE
30 June 31 December
2018 2017
“Z-N\§ ZE—+F
~AA=+tA  +ZA=1-H
HKSM HK$M
BEER BEAT
1) Metal commodities future contracts classified 34 0.9 Level 1 Quoted bid commodities futures prices
as derivative financial instruments in the - (1.8) £—% on the London Metal Exchange
condensed consolidated balance sheet RALBR IR BERHEEAR
KRG EERBERTARATE
SRIAZERERAERN
2) Metal commodities options classified - 03 Level 1 Quoted bid commodities options prices
as derivative financial instruments in -8R on the London Metal Exchange
the condensed consolidated balance RALBR IR BRREEAR
sheet
REBGEEEBERT A RANE
CHIAZEBRREE
3) Metal commodities future contracts 4238 44 Level 2 Par method, taking actively traded future
classified as derivative financial (13.5) (9.9) E-H forward prices into account

instruments in the condensed
consolidated balance sheet

REPGRRERBRTARANE

SRTAZEBERAEAN

Chiho Environmental Group Limited
Interim Report 2018
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Notes to the Condensed Consolidated Financial Information

FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Fair value estimation (continued)

&
4

M=

Bt =3

B RRAR S IS E R

tEREENERITA
)

(
53 2DV EMGE (8)

Fair value Valuation technique(s)

Financial assets/(financial liabilities) Fair value as at hierarchy and key input(s)

SREE/ (SRAR) RATRANATE ATEER HERGRIZAAUE

30 June 31 December
2018 2017
“E-N\% “E-tE
AA=tH +ZA=t+-H
HKSM HK$M
BEER BEAT

4) Foreign currency forward contracts 0.1 05 Level 2 Present value of the future cash flows
classified as derivative financial (3.6) (10.5) £/ based on forward exchange rates (from
instruments in the condensed observable forward exchange rates at
consolidated balance sheet the end of the reporting period) and
RERGLEERRRT A RAITE contracted forward rates.
SRIAZNERBED EREHER (REEHRTERNESD

) RETAMESEEENRRE LR
HRE:

5) Interest rate swap contracts - 4.7) Level 2 Present value of the estimated future
classified as derivatives financial E=H cash flows based on observed yield
instruments in the condensed Curves.
consolidated balance sheet I ARRRNAE (REFBEZHE
REBGEERERTARANE RlR) o
ERIAZNEEREL

6) Financial assets at fair value through 2.0 - Level 3 Primarily based on the present value of
profit or loss E=M the estimated future cash flows of the
BATHEG AR e REE investee entites.

TEEMEREERFHARR SR
HE-

7) Financial assets at fair value through 1133 - Level 3 Primarily based on the present value of
other comprehensive income E=M the estimated future cash flows of the
BATEGAEMZENE e REE investee entitis.

TEEMEREERFHARR SR
HE-

8) Other non-current assets - available-for-sale - 1214 Level 3 Primarily based on the present value of
financial assets E=M the estimated future cash flows of the
EthFnBgE-THLEeRHEE investee entites.

TEEMEREERFHARR SR
HE-

9) Contingent consideration payable (182.3) (186.5) Level 3 Primarily based on the present value of

EREARE =R the estimated future cash flows.

FRENERARARRAORE

EeRREEGRAA
ZE-N\FEHHPRE
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RS S B E R

5 FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Fair value estimation (continued)

Fair value measurements recognised in the condensed

5 SRERE

(&)

53 QAT EME (8)
MRAGAEERABRERNAT

Bhe@ITA

consolidated balance sheet; Bit=:
Level 1 Level 2 Level 3 Total
F-& F/ F=H @
HK$M HK$M HK$M HK$M
BE#®T HEBnT HEBn BE#ER
As at 30 June 2018 RZE-NE~A=+H
Assets EE
Financial assets at fair value through A FEFABRZ
profit or loss SHEE - - 2.0 2.0
Financial assets at fair value through ~ RAFEFAEME2EKEZ
other comprehensive income SREE - - 113.3 113.3
Derivative financial instruments fTEEMTA 3.4 429 - 46.3
Liabilities =
Derivative financial instruments fTHEEMIEA - (17.1) - (17.1)
Other payable - contingent Hit R HE-EANRARE
consideration payable - - (182.3) (182.3)
As at 31 December 2017 N_E—tF+-A=+—H
Assets EE
Other non-current assets — HitEneEE—
available-for-sale financial assets AEREEHEE - 1214 1214
Derivative financial instruments fTHEEMIEA 1.2 49 = 6.1
Liabilities afE
Derivative financial instruments fTESRIA (1.8) (25.1) = (26.9)
Other payable - Hit R FE-ENEARE
contingent consideration payable - - (186.5) (186.5)

There were no transfers between the three levels during either
of the period ended 30 June 2018 or year ended 31 December
2017. The management considers that the carrying amounts of

financial assets and financial liabilities measured at amortised cost

in the condensed consolidated financial information approximate

their fair value.

6 SEGMENT INFORMATION

The Group’s revenue represents the amounts received or
receivable for the sales of metal scrap, net of sales related taxes,

during the period.

Chiho Environmental Group Limited
Interim Report 2018
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Notes to the Condensed Consolidated Financial Information

SEGMENT INFORMATION (continued)

There are differences in the basis of operating and reportable
segments from the last annual consolidated financial statements.

After the acquisition of Scholz Group, the management organised
the Group and reviewed the Group's financial performance
and allocated resources on a geographic basis, and hence, the
operating and reportable segments were identified based on the
location of the main operation of the legacy Group (“Greater
China” region) and Scholz Group (Europe and North America,
collectively known as “Non-Greater China” region).

From 2018 onward, to better evaluate the Group's performance
in each economic environment, management further divides the
Non-Greater China region into the Europe region and the North
America region. Also, in view of the plans for future business
expansions in other Asian countries, the Greater China region
has been renamed as Asia region. As a result, the operating and
reportable segment of the Group now includes Asia, Europe and
North America regions. The comparative segment information for
the interim period ended 30 June 2017 and as at 31 December
2017 has been restated to align with the presentation of the
current period’s segment information disclosure.

In the current interim period, the Group’s CODM assesses the
performance of the operating segments based on the measure of
segment profit/(loss). This measurement basis excludes the effects
of non-operating gains/(losses), such as gain/(loss) on fair value
change of financial assets at fair value through profit or loss. The
measure also excludes centralised costs such as the Group’s key
managements’ remunerations and other central administrative
expenses. Finance income, finance costs, income tax expenses
and those unallocated income and expenses are not included in
the result for each operating segment that is reviewed by the
Group’'s CODM.

Total segment assets exclude deferred income tax assets,
fixed return investment, tax recoverable, derivative financial
instruments and cash and cash equivalents which are managed
centrally. Information relating to segment liabilities is not
disclosed as such information is not regularly reported to the
CODM.
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BYBERME

6 SEGMENT INFORMATION (continued) 6 DEER(E)
The accounting policies of the operating and reportable segments EBRAIZEWMD R SEHBREREE
are the same as the Group's accounting policies. Inter-segment M EHBERAAR - 2 B ESHE R E AT
sales are charged at prevailing market price. BUE -
The following tables present revenue and segment profit TROFNZINEAREEBE TN\
information regarding the Group's reportable segments for the six FERZZT—tFNA=THIEAMBAT
months ended 30 June 2018 and 2017 respectively. 2 W 2 e K& o 300 Il H & K o
For the six months ended
BEAEAL
30 June 2018 30 June 2017 (restated)
“E-N\ERR=TA “3-+4xA=1H (BE])
North North
Asia Europe  America Unallocated Total Asia fuope  America  Unallocated Total
i) BN LER #9R it o B kM AAE a3t
HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM
FEBT FEBT EERT  EEBT  FEMR  EEET  ABET &R EBEET  BEAT
Revenue g
Total seqment revenue AhaeE 19204 1916.1 1,346.5 - 111830 2,810 57294 1,150.3 - 9,160.7
Interseqment sales APRHE - (1) )| - (108 - (3002 (59.) - (3592
xtermal sales e 19204 18344 13074 - 11,0622 2,281.0 54292 10913 - 88015
Segment profit AR 187.8 2839 195 109.6 600.8 149.7 209.1 384 36.1 4333
Finance income M 168 32
Finance costs BT (2311) (185.5)
Profit before income tax ﬁ‘%ﬁﬁ/ Gl 3865 710
Income tax expense HEX (553) (570)
Profit for the period il B2 2140
Depreiation and FEREHRR
amortisation expenses (358 (1279 (312) (139)  (2088) (319) (995) (222 (249) (1843)
Fair value gain on derivative financial fT££BTER
instruments and financial assets ~ RATEFABRZ
at fair vlue through SBAELTRUG
profit or loss - - - 2938 2938 - - - 163 163
(ain on disposal of property, =/ E
plant and equipment, RE RENER
investment properties and EREE NS
intangible assets - - - 128 128 - - - 68 68
(Gain on disposal of assets clasified i EA AR (EHE
s held for sale EEa - - - 1095 1095 - - - 383 383
(Gain on disposal of financial assets at it EFATF B ABRZ
fair value through profit o loss~ $BAEZ K& - - - 143 143 - - - - -

Chiho Environmental Group Limited

Interim Report 2018
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B RRAR S IS E R

SEGMENT INFORMATION (continued) DEER (E)
Segment assets PHEE
Reconciliation of segment assets to total assets as at 30 June RZZE—NFENA=tHER=_Z—+tF
2018 and 31 December 2017 are provided as follows: T A=+ —HSHBEEREELED
HERMT -
30 June 2018 31 December 2017 (restated)
“E-\FABZTH “E—+E+-B=1-H(&E))
North North
Asia Europe  America Total Asia Europe  America Total
aH BH O LEN @it £ B M o)
HKSM HKSM HKSM HKSM HK$SM HKSM HK$M HKSM
BE%r FEBn BE%n EEET  BEMT  BEEAT  EERT  BERR
Segment assets PHEE 2,656.5 6,748.3 10419 10,446.7 3,036.5 6,593.5 9483 105783
Deferred income tax assets EEMEHEE 1884 168.1
Fived return investment EEO®RE 350.6 339.0
Tax recoverable AREHE 122 258
Derivative financial instruments ~~ fT£%£BIA 463 6.1
Cash and cash equivalents ReRBReEEER 9226 976.4
Total assets BEGR

11,966.8

12,093.7

ERRREEGRD A
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RS B &R Rt

7 OTHER GAINS, NET 7
Six months ended 30 June
BEAA=tTHLAEA
2018 2017
—E-N\F —E—tF
HK$M HK$M
HEBT AEBTT
Gains/(losses) on fair value change of: NFEESWZE S (EE)
— derivative financial instruments —PTEEmIA 29.8 17.7
— financial assets at fair value through —BAFEFAERZ
profit or loss TRIEE - (1.4)
Foreign exchange (loss)/gain, net [EH (&) W38 (7.6) 5.1
Reversal of provision/(provision) for B 5 REMERIEZ
impairment on trade and other RERERERD  (BE)
receivables, net of reversal (kR E1458) 40.7 (14.1)
Gain on disposal of assets classified as HESEARBELEEEZ
held for sale (Note) Wz (BEEE) 109.5 38.3
Gain on disposal of property, plant and HEWE - BE KK
equipment, investment properties and KEMERETEE
intangible assets Z Was 12.8 6.8
Gain on disposal of financial assets HERATFEFABRZ
at fair value through profit or loss S REE 2 W 14.3 =
Others HAh (17.3) (0.9)
182.2 51.5
Note: FitzE -

During the six months ended 30 June 2018, a land use right classified as held for
sale located in Shandong Province, the PRC, with carrying amount of approximately
RMB32.0 million (equivalent to HK$38.3 million) was surrendered to the local
government and a discretionary compensation of RMB124.1 million (equivalent to
HK$152.6 million) was received after the negotiations with the local government.

Chiho Environmental Group Limited
Interim Report 2018
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FINANCE COSTS, NET

8

B RRAR S IS E R

BTSN R

Six months ended 30 June

BEAA=+THILAEA

2018 2017
—E-N\F —E—+F
HK$M HK$M
HBEBT BEBIT
Interest income from bank deposits RITFERZFEHA 3.5 5.5
Interest income from joint ventures KEEELEZFMEWA
(Note 20(a)) (KTE20(a) ) 0.6 0.4
Interest income from related parties R B RS 2 FEHA
(Note 20(a)) (Ki=E20(@a) ) 1.1 6.5
Interest income from fixed & E B 3R E 2 F B U A
return investment 11.6 10.8
Finance income A 16.8 23.2
Interest expense on bank loans, RITER B REN
overdrafts and bills payable EREZAERX (62.5) (69.7)
Interest expense on note payable EERERENRIEMNERE (107.8) (107.3)
Effective interest expense HMERZERAERX
on other borrowings (21.3) -
Interest expense on early redemption REELNZRRENRIBZ
of note payable FERAZ (18.4) =
Interest expense on early repayment REEEHMERZ
of other borrowings FERAZ (14.2) =
Interest expense on finance lease BEHEREHNERY
liabilities (6.6) (5.2)
Effective interest expenses AR R 5 < B R NS 2
on convertible bond - (2.0)
Interest expense on loan from REEEZERARNERZ
the immediate holding company FMERZ (MEE20@))
(Note 20(a)) - (0.2)
Interest expense on loan from REFHZERARHNERZ
an intermediate holding company FMEREZ (MEE20@))
(Note 20(a)) - (0.8)
Interest expense on loan from related REBBMAENERZ
parties (Note 20(a)) MEFZ (K5E20(a)) (0.3) (0.3)
Finance costs A 7 B AR (231.1) (185.5)
Finance costs, net B 75 B A V5 58 (214.3) (162.3)

ERRREEGRD A
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R RAR S M E R

9 PROFIT FOR THE PERIOD 9 HR&aF
Six months ended 30 June
BEAA=tTHLAEA
2018 2017
=E-N\F —T—+F
HK$M HK$M
BEER AEBTT
Profit for the period has been Nk (5FA) T3 &\ %
arrived after charging/(crediting): EH B
Changes in inventories of work-in-progress 72T M &K BFE 2 &)
and finished goods 553.9 (490.9)
Raw materials and consumables used FT R R B R OH #E 8,931.8 7,409.8
(Utilisation of provision for)/provision (BREE)  GEREFH
for inventories, net (4.0) 5.2
Employee benefit expenses EERNAX 633.9 527.6
Depreciation and amortisation expenses e RBHERAE 208.8 184.3
Legal and professional expenses EREREERZ 48.1 66.3
10 INCOME TAX EXPENSE 10 FIERiFEYX

Hong Kong profits tax has been provided at the rate of 16.5%
(2017: 16.5%) on the estimated assessable profit for the period.

Under the law of the PRC on Enterprise Income Tax (the “EIT")
and the relevant EIT Implementation Regulations, the PRC EIT has
been provided at the rate of 25% (2017: 25%) on the estimated
assessable profit for the period.

Germany and USA income taxes have been provided at rate of
30% (2017: 30%) and 21% (2017: 39%) respectively on the
estimated assessable profit for the period.

Taxation on overseas profits has been calculated on the estimated
assessable profit for the period at the rates of taxation prevailing
in the countries in which the Group operates. Income tax expense
is recognised based on management’s estimate of the weighted
average annual income tax rate expected for the period.

Interim Report 2018
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Notes to the Condensed Consolidated Financial Information

B RRAR S IS E R

INCOME TAX EXPENSE (continued) 10 FIflsEiAX (&)
Six months ended 30 June
BEAA=tTHLAEA
2018 2017
—E-N\E —E—+F
HK$M HK$M
BEER BEATT
Current income tax expense/(credit): B ERAS (ER)
Germany == 79.3 54.9
PRC EIT AR SR PTISA 0.2 -
Hong Kong profits tax BEFEH (2.4) 0.1
USA ESE 3.4 -
Other jurisdictions B AR R 5.7 3.2
86.2 58.2
Deferred income tax credit RIEMSTEK R (30.9) (1.2)
Income tax expense FTS R 2 55.3 57.0
DIVIDEND 11 KE

No dividend was paid or proposed during current and previous
interim periods, nor has any dividend been proposed by the
Company since the end of the reporting period in respect of the
period ended 30 June 2018 and 2017.

AR AR AR B K 38 1 H A 5
BRMNFEZRRNERNRE  B8E=
T N\ER_ZF—tFRA=THILH
A B0 ¥ 5 B R B 2 I (ST AL,

EeRREEGRAA
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Notes to the Qonden§ed Consolidated Financial Information
R4S B A E B

12 EARNINGS PER SHARE 12 BiREF
(a) Basic (@ E=X
Basic earnings per share is calculated by dividing the BREREF TR R FIRRIE
profit attributable to shareholders of the Company by the 1A EA R A bR A B B 1T AR
weighted average number of ordinary shares in issue during MEEHHBEFTESL -
the period.

Six months ended 30 June
BZEA~B=1tHIAXEA

2018 2017
—E-N\E —E—+F
HK$M HK$M
BEET AEBT
Profit ESF
Profit for the period attributable to  ZX 72 & i% 5 Ji& 15 2% HA 34 7
shareholders of the Company 331.6 197.9
Number of shares R E
Weighted average number of BETEBRNEFHEE
ordinary shares in issue 1,605,152,291 1,617,805,507
Basic earnings per share BREREF (LAHETTIR)
(expressed in HK$) 0.21 0.12
(b) Diluted (b) #38
The Group has no potentially dilutive shares outstanding HEZZT - N\FER-Z—EFX
during the interim period ended 30 June 2018 and 2017. B =+ B -9 B R AN 5 [ 7 A

BERTEEETRD -
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Notes to the Condensed Consolidated Financial Information

13 PROPERTY, PLANT AND EQUIPMENT

During the current interim period, the Group acquired property,
plant and equipment of HK$$247.2 million (2017: HK$99.6
million). Property, plant and equipment with a net book value of
HK$37.2 million (2017: HK$11.1 million) were disposed of by the
Group during the current interim period resulting in a net gain on
disposal of HK$12.7 million (2017: HK$6.8 million).

14

TRADE, BILLS AND OTHER RECEIVABLES

13

14

B RRAR S IS E R

M - B MR

RARHAHE AEBEADE KBS
N E21{E4 7208 B L (=2 — &
9,960& ) AN B A BRI
EERMEFEA3 2088 THDE  KE
rEHE(ZE—EF:1,1M1088T)
BYEE L EWREFEE,27088T (=
T— 44 :680887T) °

B 5 RiELEMEKFIR

At 30 June At 31 December
2018 2017
R-ZE-N\F RZZE—t4%F
AA=+R +=-A=+—H

HK$M HK$M
BHEBRT BEAT
Trade receivables B 5 W RIA 1,827.0 1,434.5
Less: Provision for impairment O ERE (80.2) (127.8)
Trade receivables, net B 5 R RIE 1,746.8 1,306.7
Bills receivables SRR 2.8 0.6
Other receivables (Note) H el B (FisE) 105.9 308.1
Deposits and prepayments Z& RIBAFKIE 205.1 191.8
Deposits paid for purchase of BERKZBENZSE
raw materials 140.1 55,1
VAT recoverable AR EEET 132.9 130.1
2,333.6 1,992.4

Note: As at 30 June 2018, the balance includes a receivable of HK$68.0 million
(31 December 2017: HK$265.8 million) from a government authority in the

PRC.

fiE: RZZE—N\FEANA=1+H &H8iEkXE
o B BT E S U R IE6,8008 8 T (=
T—+F+ A =1+—H:2/86,5808 %
T e

EeRREEGRAA
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Notes to the Condensed Consolidated Financial Information

RS S B E R

14 TRADE, BILLS AND OTHER RECEIVABLES 14 Jfé;% CERIR N E M EINGRIE
(continued) (&)
The Group generally grants credit terms ranging from 30 to 90 ERISEEEIER AEE-—RRIE
days to customers upon the approval of management according EAREFPHEEER MTFPRENT
to the credit quality of individual customers. At 30 June 2018 and 30E90HMEEH -R=ZE—N\F~A
31 December 2017, the aging analysis of the trade receivables =t+RARZZE—tF+=ZA=+—8"
based on invoice date were as follows: B S WG IEREE B R R DT 10
-
At 30 June At 31 December
2018 2017
R-Z-N\§ R=-ZF—+F
AA=tH TZA=t+—H
HK$M HK$M
HEBR BEBT
0 — 90 days 0&90H 1,708.2 1,335.7
91 — 180 days 912180H 37.3 37.8
Over 180 days #8180 H 81.5 61.0
1,827.0 1,434.5
15 TRADE, BILLS AND OTHER PAYABLES 15 B5 FRELEMENKIE
At 30 June At 31 December
2018 2017
RZB-N\F RZE—+4F
AA=+tH +T-A=1—H
HKSM HK$M
HEER BEBT
Trade payables B2 ENHRIEA 1,335.9 1,192.8
Bills payable ADESES 25.7 =
Contract liabilities BRAE 25.6 =
Other tax payable H it FE I8 91.4 180.3
Accrued salaries and employee benefits st e kEERET 97.5 132.0
Provision for claims and contingencies RERKAETERE 4.9 19.6
Accrued professional expenses [T E X 17.0 47.7
Asset retirement obligations EEREBERAE 83.2 85.4
Other payables and accruals H b e RIBRERTE A 619.5 539.4
2,300.7 2,197.2
Less: Non-current portion IR B D
Asset retirement obligations BERBEET (83.2) (85.4)
Other payables H A FE {5 5008 (10.6) (19.8)
2,206.9 2,092.0
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15 TRADE, BILLS AND OTHER PAYABLES

16

(continued)

The aging analysis of the trade payables based on invoice date

Notes to the Condensed Consolidated Financial Information

B RRAR S IS E R

(%)

15 B5 ERNEMENIA

BIRNFERBERAYZIRE DN

was as follows: N
At 30 June At 31 December
2018 2017
R-ZE-N\F RZZT—+tF
~NA=1H +=-—A=+—H
HKS$M HK$M
BEBR BEAT
0 — 90 days 0£90H 1,255.1 1,133.5
91 — 180 days 91%£180H 39.4 17.5
Over 180 days #@i8180H 41.4 41.8
1,335.9 1,192.8
BORROWINGS 16 1B
At 30 June At 31 December
2018 2017
R-ZE-N\F RZZF—+tF
~NA=1H +=-—A=+—H
HKS$M HK$M
BEBR BEAT
Non-current E )
Bank borrowings RITE R 470.6 572.0
Other borrowings (Note a) Hipfa 3 (fisFa) 1,077.1 418.9
Finance lease liabilities MEHEEET 133.2 1421
1,680.9 1,133.0
Current TE
Bank borrowings RITEN 823.7 1,083.0
Other borrowings (Note a) Hib g (Mizka) 261.1 379.1
Note payable (Note b) [ERE®& (Miztb) 911.6 1,476.6
Finance lease liabilities MEMERME 56.1 83.5
2,052.5 3,022.2
Total borrowings HEM 3,733.4 4,155.2

EeRREEGRAA
ZE-N\FEHHPRE

65



66

Notes to the Qonderl§ed Consolidated Financial Information
fERRAR S B E R M EE

16 BORROWINGS (continued)

Notes:

(a)

Other borrowings

During the current interim period, the Group has drawn down from a new
syndicated term loan of approximately US$140.0 million (equivalent to
HK$1,098.3 million) to early repay certain other borrowings and note payable.
The loan was guaranteed by USUMHK and Mr. Tu. The Group has pledged the
shares of certain subsidiaries to secure the loan.

Note payable

On 20 December 2016, the Company issued a 8% note with a principal
amount of US$200.0 million to an independent third party (“the
“Subscriber”). The note matures in 2 years from the issue date and can be
extended for one year subject to agreement of both parties. Mr. Tu and
USUMHK shall also provide a personal guarantee and a corporate guarantee
respectively to the Subscriber. The Group made an early repayment of
US$80.8 million during the current interim period.

Chiho Environmental Group Limited
Interim Report 2018
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(b)
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Notes to the Condensed Consolidated Financial Information

B RRAR S IS E R

17 SHARE CAPITAL 17 BN
Authorised share capital SEE R
Numbers
of shares Share capital
KRG EE [N
(Thousands) HK$M
(&) BEER
Ordinary shares of HK$0.01 each at R-TE—tF—
1 January 2017, 30 June 2017, —F— E/—)EJ +E|
1 January 2018 and 30 June 2018 —E-N\F-A-HBRK
—E—-NFEA=+H
BRRMEE.01B T2 EMmAk 5,000,000 50
Issued and fully paid ERITRER
At 1 January 2017 RZE—+tF—HA—H 1,619,739 16.2
Repurchase of shares (Note a) BRI, (KiEa) (14,586) (0.1)
At 30 June 2017, 1 January 2018 and RZZE—+tF~A=+H"
30 June 2018 —T2-NF—A—8k
—E-N\FXA=TH 1,605,153 16.1
Note: B 5
(a) During the period ended 30 June 2017, the Company repurchased 14.6 (a) BHE-_Z—+tFAA=+HLHHE &A
million of its own shares on the Stock Exchange, which were cancelled and TE@H?’XFHQ%@E$%Z1,460%HQH% ’
deducted from shareholders’ equity at the period ended 30 June 2017, at an MZzEROHREE-_ZT—EFA=+H
aggregate consideration of approximately HK$65.5 million. The highest and ZHEMAEE ARSI AR
lowest prices paid were HK$5.27 and HK$3.34, respectively. B#76,5508 BT - B & m R RHIEER

7 B A5.27% 7T &334 T ©

EERREEERAE
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Notes to the Qonden§ed Consolidated Financial Information
R4S B A E B

18 PLEDGE OF ASSETS 18 REHRH

R EK - REBE @RTERUT
AE AERETAEEZETRITH
HR—BIPITEE

At the end of the reporting period, the Group has pledged the
following assets to banks to secure certain bank borrowings and
general banking facilities granted to the Group:

At 30 June At 31 December
2018 2017
R-B-N\%§ R=ZT—+F
AA=+A  +ZA=t—H
HKSM HK$M
HEER BEBT
Property, plant and equipment M HEREE 2,183.0 2,054.5
Leasehold land and land use rights TE T &+ A 331.0 333.9
Inventories 7E 887.5 873.5
Trade receivables B 5 WA 1,066.1 987.7
Pledged bank deposits BEEIFIRITER 383.4 95.0
4,851.0 4,344.6
19 COMMITMENTS 19 &IE
(a) Capital commitments (@) EAXREE

As at 30 June 2018 and 31 December 2017, capital
expenditure contracted for but not yet incurred is as

R=ZZE—N\ESNA=Z+HE=-=
—+F+=-A=+—8 B4

follows: BREEZERMEZNAT
At 30 June At 31 December
2018 2017
R=Z-N\F RZZE—+5F
RA=ZtH TtZHA=+—H
HK$M HK$M
BE#BT BEBT
Capital expenditure contracted BETREARR GRS M E K
for but not provided in BRENEARS:
the condensed consolidated
financial information in respect of:
— Acquisition of property, —WEYE BE k&
plant and equipment 143.4 128.3
— Additions in construction in —NEEELRE
progress 42.6 47.0
186.0 175.3
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Notes to the Condensed Consolidated Financial Information

AR S RIS BRI

COMMITMENTS (continued)

19

(b) Operating lease commitments - as lessee

The future aggregate minimum lease payments under non-
cancellable operating leases are as follows:

AHE (%)

(b) FEHEEERE-FEA
RETABELERE Z KKK
EHE MR :

At 30 June At 31 December
2018 2017
R=Z-N\F RZE—tF
RA=+H TZA=1—H
HK$M HK$M
BEBT BEET
Land and buildings T REF
— No later than 1 year —TNER—F 35.9 34.3
— Later than 1 year and —ER—FETERAF
no later than 5 years 42.1 47.3
— Later than 5 years —ERAF 64.0 77.1
142.0 158.7
Property, plant and equipment W BEREE
— No later than 1 year —NER—F 12.9 11.6
— Later than 1 year and —ER—FRTERAF
no later than 5 years 19.5 24.6
— Later than 5 years —ERAF - 0.8
324 37.0

EeRREEGRAA
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RS S B E R

19 COMMITMENTS (continued)

19

(c) Operating lease commitments — as lessor

The future aggregate minimum lease payments receivable
under non-cancellable operating leases are as follows:

g ()

0 SERERE-—HBEA
R RS AR E 2 R &
KA E SR T -

At 30 June At 31 December
2018 2017
R-B-N\& RZE—tF
AB=+H +=-A=+—H
HK$M HK$M
BEET BEBT
Property, plant and equipment M HEREE

— No later than 1 year —TNER—F 9.0 25.0

— Later than 1 year and —ER—FETERAF
no later than 5 years 20.4 26.9
— Later than 5 years —ERAF 16.7 16.1
46.1 68.0

20 RELATED PARTIES TRANSACTIONS 20 BEAR S

The Group is controlled by USUMHK which owns 63% of the
Company'’s shares. The remaining 37% of the shares are widely
held. The ultimate holding company of the Group is Loncin Group
Co., Ltd (incorporated in the PRC). The ultimate controlling party

of the Group is Mr. Tu.

(a) Transactions

In addition to those disclosed elsewhere in the condensed
consolidated financial information, the Group had the
following transactions with its related parties during the
interim period ended 30 June 2018 and 2017.
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Notes to the Condensed Consolidated Financial Information

20 RELATED PARTIES TRANSACTIONS (continued) 20
(@) Transactions (continued)

All of the transactions were carried out in the normal
course of the Group's business and on terms as agreed
between the transacting parties. They are summarised as
follows:

B RRAR S IS E R

R TR % (F)

@ x5 (&)
AR SERAEE R EEB
12222 55 8 7 T 195 X6 M0 I
11 ST

Six months ended 30 June
BZEAA=+HILAHEA

2018 2017
—E-N\E —E—+F
HKSM HK$M
BEER BEATT
Sales of goods to A1 LA TR %577 85 6 7
— Joint ventures —AEhE 45.4 80.8
— Related parties — AR 343.5 238.7
Purchases of goods from LA & H 7
— An associate e A=/NE] (1.2) (49.0)
- Joint ventures — B (158.1) (185.2)
— Related parties — B (82.8) (112.4)
Interest income from REATET ZHFEBA
— Joint ventures —EEE 0.6 0.4
— Related parties — @A 1.1 6.5
Interest expense to SR TFURTELZHEREZ
— The immediate —HEERAT
holding company - (0.2)
— An intermediate — R EERA A
holding company - (0.8)
— Related parties — BB (0.3) (0.3)
Other income from (Note) REATEFT 2 H A WA
(Ht5E)
— Joint ventures —EEE 0.8 2.3
— Related parties — @A 3.7 6.2
Administrative expenses THRAX
— Management fee paid to — YR TEEREDN
joint ventures ERE (0.1) (0.2)
— Lease expense paid to — Y TEBANEERS
related parties (3.2) (4.7)

Note: Other income mainly comprised of management fee income, rental
income and commission income.

MisE: HWATZREEEERA BEKA
RAEWA -

ERRREEGRD A
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RR4R & B 15 & R EE

20 RELATED PARTIES TRANSACTIONS (continued) 20 BBt S ()

(b) Key management compensation (b) EEEEEFHMH
Key management includes all directors, chief executive TEEEEREERES TR
officer, chief financial officer, chief operation officer, chief BE EENEE HFELER
investment officer and chairman of the Company. The BEREERAARERF iR
compensation paid or payable to key management for HEERBMENIENEEE
employee services is shown below: BENFMIIRMT

Six months ended 30 June
BZEAA=1THLAEA

2018 2017
—E-N\F —E—+F
HK$M HK$M
BEAT AEBTT
Wages and salaries, including TERN< BIEEAR
restructuring costs and other B Rz ELAth 4% 1 138 4 7
termination benefits 8.1 5.4
Pension costs — defined RS —FE SRS
contribution plans 0.1 0.1
Other employee benefits H b E B ta A 0.7 0.3
Total et 8.9 5.8
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20 RELATED PARTIES TRANSACTIONS (continued)
(c) Period-end balances

20 [AH

(9]

AR S RIS BRI

Fh RS (#8)

AR &5 Bk

At 30 June At 31 December
2018 2017
RZB-N\F RZZT—tF
AB=+B +ZA=+—H

HK$M HK$M
BE#BT BEAT
Receivables from: FEUA T & A 7038 -
— Joint ventures (Note (i) — K& (MFEG) 52.2 64.8
— Related parties (Note (i) — B8 (HIEEG) 44.4 140.8
96.6 205.6
Payables to: JERTA T & A A :
— Joint ventures (Note (ii)) — & & (M) 41.2) (30.6)
— Related parties (Note (ii) —RBag A (BT aEGi)) (38.0) (80.3)
(79.2) (110.9)
Note: B & -
(i) The receivables from joint ventures and related parties include trade ) FEULA A4 2 T IR T I B IR B 5

receivables and other receivables. Trade receivables are repayable
within 60 days, and other receivables are repayable on demand. Both
of them are unsecured and non-interest bearing.

(ii) The payables to joint ventures and related parties include trade
payables and other payables. Trade payables are repayable within 60
days, and other payable are repayable on demand. Both of them are
unsecured and non-interest bearing.

(ii)

IR R A Al TR - B 5 IR AR
60 H P fEE - Hofth USRI B R IR B SRk (B
B - ZMBEFRE B EER RS

BNAECEREHTXACEEZ RN
OB o H A e FOR - B 5 R FURAR
60 AEE - 1 H b B SRR B RIRE K
B8 - ZMBFEH BEEF RS -
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SE;

21

RAE B ER M

CONTINGENCIES

(a)

(b)

The Company is a defendant to a legal claim by Delco
regarding an alleged non-payment of the loan advanced
by Delco Asia to subsidiaries of the Company, amounting
to approximately HK$57.8 million together with interest
and costs. Delco alleged that it acquired the assets and
liabilities of Delco Asia in 2011. Delco Asia was dissolved
by deregistration in 2012. Each of Mr. Fang and HWH
undertook to the Company to indemnify and hold the
Company harmless on demand against all losses arising out
of, inter alia, this claim in accordance with the terms of a
letter of indemnity signed by Mr. Fang and HWH in favour
of the Company on 17 December 2015 (the “Indemnity”).
In addition, HWH has paid the amount of HK$57.8 million
to a lawyer in an escrow account (“Escrow Account”) as
security for any liability of the Company in respect of, inter
alia, this claim.

The court case is still in progress. The directors of the
Company, after taking legal advice from its legal advisers
and in review of the Indemnity and the Escrow Account,
are of the opinion that it is not probable that an outflow of
resources embodying economic benefits will be required to
settle this claim. Accordingly, no provision of this claim has
been made.

The Company is a defendant to another legal claim by
Delco regarding an alleged breach of a letter of undertaking
in relation to a convertible bond issued by the Company
and subscribed for by Delco. Delco further claimed against
Chiho-Tiande (HK) limited (“CTHK"”) for a sum of US$1.0
million, allegedly advanced by Delco Asia to CTHK. Delco
further claimed interests, costs and further or other relief of
HK$6.3 million.

Interim Report 2018
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(a)

(b)
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-
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Notes to the Condensed Consolidated Financial Information

CONTINGENCIES (continued)

(b)  (continued)
The court case is still in progress. The directors of the
Company, after taking legal advice from its legal advisers,
are of the opinion that it is not probable that an outflow of
resources embodying economic benefits will be required to
settle this claim. Accordingly, no provision of this claim has
been made.

() As at 30 June 2018, the Group has contingent liabilities
of approximately HK$30.2 million (31 December 2017:
HK$42.5 million) which consist of non-financial guarantee
in favour of investee entities.

CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of HKFRS 9
Financial Instruments and HKFRS 15 Revenue from Contracts
with Customers on the Group’s condensed consolidated financial
information and also discloses the new accounting policies that
have been applied from 1 January 2018, where they are different
to those applied in prior periods.
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Notes to the Qonden§ed Consolidated Financial Information
R4 S B S & B EE

22 CHANGES IN ACCOUNTING POLICIES 22 SEHERZEE (F)
(continued)
(a) Impact on the financial information (a) HHMBERZTE
As explained in notes 22(b)(i) and 22(c)(i) below, HKFRS A0 TR AT EE22(b) () & 22(c)()FT
9 and HKFRS 15 were adopted by the Group without BE AEBEANEEMBRE
restating comparative information. As a result, the AR5 R BB SIS AERIE
reclassifications and adjustments arising from the adoption 1555 B 5 78 85 31| AT LE & K o
of HKFRS 9 and HKFRS 15 are therefore not reflected in Ut - BN B B B 15 TR S HE R FE 955k
the consolidated balance sheet as at 31 December 2017, REBE BT IEIREERFE 155 FTE
but are recognised in the opening condensed consolidated G ERDBENARTER_-Z
balance sheet as at 1 January 2018. —tF+ZA=+—HNEKEE
EERERPRE-ER=ZZT—N
F-A—BOHUEREEEE
BERTER-
The following tables show the adjustments recognised for TRIRZEEIAB ERH
each individual line item. Line items that were not affected B -WESGIIZEHRESH T E
by the changes have not been included. The adjustments RIEE - ZEAENFBEHER
are explained in more detail by standard below. TNEAERIERAT o
Condensed consolidated balance sheet (extract) BRGREEESER (FR)
31 December Effect of Effect of 1 January
2017 HKFRS 9 HKFRS 15 2018
“E-t5 FBUKHEE FEUBRE
+=A ERFO  ERFEISE —F-N\E
= r=[E ye 2 —-RA—H
HK$M HK$M HK$M HK$M
BEAT BEAT BEAT BEBT
Non-current assets FRBEE
Other non-current assets - HbERBEE-—THEE
available-for-sale financial assets & B AE 1214 (121.4) = =
Financial assets at fair value BRAFEFABRLZ
through profit or loss (“FVPL") SHEE ([BATAE
AABEH]) - 5.3 - 5.3
Financial assets at fair value RATEFAEMEE
through other comprehensive WHmzemeE
income (“FVOCI") (MEAFAEAHAM
2EKE]) - 116.1 - 116.1
Current liabilities nBEE
Trade, bills and other payables - 5 Z {5 & E b e £ 708 —
other payables and accruals HiEAFIERETER 539.4 = (17.9) 5215
Trade, bills and other payables - £ 5 Z i & E b 50E
contract liabilities EHER - = 17.9 17.9

Chiho Environmental Group Limited
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Notes to the Condensed Consolidated Financial Information

B RRAR S IS E R

22 CHANGES IN ACCOUNTING POLICIES
(continued)

(b) Adoption of HKFRS 9 Financial Instruments

0}

HKFRS 9 Financial Instruments — Impact of
adoption

HKFRS 9 replaces the provisions of HKAS 39
that relate to the recognition, classification and
measurement of financial assets and financial
liabilities derecognition of financial instruments,
impairment of financial assets and hedge accounting.

The adoption of HKFRS 9 “Financial instruments”
from 1 January 2018 resulted in changes in
accounting policies and adjustments to the amounts
recognised in the financial statements. The new
accounting policies are set out in note 22(b)(ii)
below. In accordance with the transition provisions in
HKFRS 9 (7.2.15), comparative figures have not been
restated.

Classification and measurement

On 1 January 2018 (the date of initial application of
HKFRS 9), the Group’s management has assessed
which business models apply to the financial assets
held by the Group and has classified its financial
instruments into the appropriate HKFRS 9 categories.
The main effects resulting from this reclassification
are set out in note 22(a) and 22(b)(ii).

Reclassification from available-for-sale to FVPL

Certain equity investments were reclassified from
available-for-sale to financial assets at FVPL (HK$5.3
million as at 1 January 2018). They do not meet the
HKFRS 9 criteria for classification at amortised cost,
because their cash flows do not represent solely
payments of principal and interest.

For the period ended 30 June 2018, net disposal gain
of HK$14.3 million relating to these investments were
recognised in profit or loss.
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22 CHANGES IN ACCOUNTING POLICIES
(continued)

(b) Adoption of HKFRS 9 Financial Instruments
(continued)

0}

Interim Report 2018

HKFRS 9 Financial Instruments — Impact of
adoption (continued)

Reclassification from available-for-sale to FVOC/

The Group elected to present in other comprehensive
income changes in the fair value of certain equity
investments previously classified as available-for-
sale, because these investments are held as long-
term strategic investments that are not expected to
be sold in the short to medium term. As a result,
these investments were reclassified from available-
for-sale financial assets to financial assets at FVOCI
(HK$116.1 million as at 1 January 2018).

Other than that, there were no changes to the
classification and measurement of financial
instruments.

Impairment of financial assets
Financial asset at amortised cost include trade, bills
and other receivables, fixed return investment and
balances with related parties.

The new impairment model requires the recognition
of impairment provisions based on expected credit
losses (“ECL") rather than only incurred credit losses
as is the case under HKAS 39.

The Group was required to revise its impairment
methodology under HKFRS 9 for each of these classes
of assets. The Group applies the HKFRS 9 simplified
approach to measuring ECL which uses a lifetime
expected loss allowance for all trade receivables.

The Group established ECL model based on historical
settlement records, past experience and available
forward-looking information. The Group has
concluded that the impact of ECL is insignificant as at
1 January 2018.
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B RRAR S IS E R

22 CHANGES IN ACCOUNTING POLICIES
(continued)

(b) Adoption of HKFRS 9 Financial Instruments
(continued)

0}

(ii)

HKFRS 9 Financial Instruments — Impact of
adoption (continued)

Impairment of financial assets (continued)

The Group adopted expected credit risk model on
other financial asset at amortised cost other than
trade, bills and other receivables and concluded that
the impact is insignificant as at 1 January 2018.

HKFRS 9 Financial Instruments — Accounting
policies applied from 1 January 2018

Classification
From 1 January 2018, the Group classifies its financial
assets in the following measurement categories:

° those to be measured subsequently at fair value
(either through other comprehensive income
("OCl"), or through profit or loss), and

. those to be measured at amortised cost.

The classification depends on the Group's business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held
for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial
recognition to account for the equity investment at
fair value through other comprehensive income.

The Group reclassifies debt investments when and
only when its business model for managing those
assets changes.
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22 CHANGES IN ACCOUNTING POLICIES
(continued)

(b) Adoption of HKFRS 9 Financial Instruments
(continued)

(ii)

Interim Report 2018

HKFRS 9 Financial Instruments — Accounting
policies applied from 1 January 2018
(continued)

Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss,
transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit
or loss.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group's business model for
managing the asset and the cash flow characteristics
of the asset.

Assets that are held for collection of contractual
cash flows where those cash flows represent solely
payments of principal and interest are measured at
amortised cost. Interest income from these financial
assets is included in finance income using the
effective interest rate method. Any gain or loss arising
on derecognition is recognised directly in profit or loss
and presented in “other gains, net”, together with
foreign exchange gains and losses. Impairment losses
are presented as separate line item in the condensed
consolidated statement of profit or loss.

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value gains
and losses on equity investments in OCl, there is no
subsequent reclassification of fair value gains and
losses to profit or loss following the derecognition
of the investment. Dividends from such investments
continue to be recognised in profit or loss as other
income when the Group'’s right to receive payments is
established.
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Notes to the Condensed Consolidated Financial Information

22 CHANGES IN ACCOUNTING POLICIES
(continued)

(b) Adoption of HKFRS 9 Financial Instruments
(continued)

(ii)

HKFRS 9 Financial Instruments — Accounting
policies applied from 1 January 2018
(continued)

Equity instruments (continued)

Changes in the fair value of financial assets at FVPL
are recognised in “other gains, net” in the condensed
consolidated statement of profit or loss as applicable.
Impairment losses (and reversal of impairment losses)
on equity investments measured at FVOCI are not
reported separately from other changes in fair value.

Impairment

From 1 January 2018, the Group assesses on a
forward looking basis the ECL associated with its
assets carried at amortised cost. The impairment
methodology applied depends on whether there has
been a significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires
expected lifetime losses to be recognised from initial
recognition of the receivables.
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22 CHANGES IN ACCOUNTING POLICIES
(continued)

(o)
with

0}

Adoption of HKFRS 15 Revenue from Contracts

Customers

HKFRS 15 Revenue from Contracts with
Customers — Impact of adoption

HKFRS 15 deals with revenue recognition and
establishes principles for reporting useful information
to users of financial statements about the nature,
amount, timing and uncertainty of revenue and
cash flows arising from a Group’s contracts with
customers. Revenue is recognised when a customer
obtains control of a good or service and thus has the
ability to direct the use and obtain the benefits from
the good or service.

The adoption of HKFRS 15 has resulted in changes in
accounting policies and adjustments to the amounts
recognised in the condensed consolidated financial
information.
provisions in HKFRS 15, the Group elected to use
a modified retrospective approach which allows
the Group to recognise the accumulative effects

In accordance with the transition

of initially applying HKFRS 15 as an adjustment to
the opening balance of retained earnings in the
2018 financial year. The Group elected to apply the
practical expedient for completed contracts and did
not restate the contracts completed before 1 January
2018, thus the comparative figures have not been
restated.

Chiho Environmental Group Limited

Interim Report 2018
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B RRAR S IS E R

22 CHANGES IN ACCOUNTING POLICIES
(continued)

(c) Adoption of HKFRS 15 Revenue from Contracts
with Customers (continued)

0}

HKFRS 15 Revenue from Contracts with
Customers — Impact of adoption (continued)

The standard replaces HKAS 18 Revenue and HKAS
11 Construction contracts and related interpretations.
The new accounting policies are set out in note 22(c)
(i) below. The impacts of the adoption of HKFRS 15
are as follows:

Presentation of liabilities related to contracts with
customers

Contract liabilities (HK$17.9 million as at 1 January
2018) which were previously included in other
payables and accruals are now presented separately
in note 15 to the condensed consolidated balance
sheet to reflect the terminology of HKFRS 15.

Timing of revenue recognition

The adoption of HKFRS 15 does not have a significant
impact on when the Group recognises revenue from
sales of goods.
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22 CHANGES IN ACCOUNTING POLICIES

(continued)

(c) Adoption of HKFRS 15 Revenue from Contracts
with Customers (continued)

(ii) HKFRS 15 Revenue from Contracts with
Customers — Accounting policies

The following describes the Group’s updated revenue
recognition policy to reflect the adoption of HKFRS

15.

Sale of goods

The Group sells a range of metal scrap including
copper scrap, steel scrap, aluminium scrap, iron scrap
and other metal scrap recycled from mixed metal
scrap to buyers. Revenue from the sales of goods
are recognised when control of the products has

transferred.

Chiho Environmental Group Limited
Interim Report 2018
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Corporate Information
AREH

HEADQUARTERS IN NORTH AMERICA

2144 W. McDowell Road
Phoenix, AZ 85004
USA 85009

*  For business addresses of other principal operational bases of the Group, please refer to

the Company’s website.

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR
AND TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

WEBSITE

www.chihogroup.com

STOCK CODE
Hong Kong Stock Exchange 976

Chiho Environmental Group Limited
Interim Report 2018

=M
2144 W. McDowell Road

Phoenix, AZ 85004
USA 85009
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CHIHO ENVIRONMENTAL GROUP LIMITED
EeRREBERAF

48 Wang Lok Street,
Yuen Long Industrial Estate, Hong Kong

FEITI T EUPR4 144855

Tel E5E: (852) 2587 7700 / (852) 2589 3500

Fax f§E.: (852) 2587 7799
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