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ANNOUNCEMENT OF THE INTERIM BE2019F6 8308 LEAN
RESULTS FOR THE SIX MONTHS hEAEE NS
ENDED 30 JUNE 2019

FINANCIAL HIGHLIGHTS FOR THE SIX MONTHS ENDED 30 JUNE 2019:
BZ2019F6 A30 B L ANEANMEREE :

For the six months ended 30 June 2019, the revenue of the Group amounted to RMB171.9 million,
representing a decrease of 6.1% as compared with the six months ended 30 June 2018.

HWE2019%F6 H30HIEASAH » AEEMASARE171.9H &I > BEFE20184F6 H30H 1k
NEAH W 6.1% o

For the six months ended 30 June 2019, the gross proft of the Group amounted to RMB36.7
million and the gross proft margin of the Group was 21.4%, representing a decrease of 18.3%
and a decrease of 3.2 percentage points as compared with the six months ended 30 June 2018,
respectively.

HE219F6H30H IENMAH > AREFEMEFHANRME36.7H &> MALEBNEFZA L
21.4% > sy AIHEE Z 2018 4F 6 A 30 H 1k 78 H 3874 18.3% S i 3.2 11 7 47 B o

For the six months ended 30 June 2019, the net profit of the Group amounted to RMB11.2 million,
and the net profit margin of the Group was 6.5%, representing a decrease of 50.4% and a decrease
of 5.8 percentage points as compared with the six months ended 30 June 2018, respectively.

HE2019F6 H30H LN A » REBEMAF A5 ANRE 1127 80 mALE B K3 F KA A
6.5% > Al 2 2018 4 6 A 30 H 1k /51 H 387 50.4% Kb 5.8 11 & 40 B o




June 2018.

30 HIEASE A D 47.4% -

2018.

Fe6 H 30 HIEASEA R A ANER#0.0197C -

For the six months ended 30 June 2019, the profit attributable to owners of the Company amounted
to RMB10.3 million, representing a decrease of 47.4% as compared with the six months ended 30

HE20194F6 A30H LA A » AAAIEEA AL FIE A NRTE 103 5 EIT > BEE 20184F6 A

For the six months ended 30 June 2019, the basic earnings per share attributable to owners of the
Company amounted to RMBO0.008, as compared to RMB0.019 for the six months ended 30 June

HE20194E6 A30 HIE AR » AN A A NEISGRFEAZF A NE#0.008 7T - 1M F 2018

The board (the “Board”) of directors (the
“Directors”) of Weigang Environmental Technology
Holding Group Limited (the “Company”, together
with its subsidiaries collectively referred to as
the “Group”) hereby announces the unaudited
consolidated interim results of the Group for the
six months ended 30 June 2019, together with
comparative figures for the corresponding period of
2018.

In this announcement, “we”, “us” and “our” refer
to the Company and where the context otherwise
requires, the Group.
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CONDENSED CONSOLIDATED STATEMENT
OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

For the six months ended 30 June 2019

(Expressed in Renminbi)

Revenue

Cost of services

Gross profit

Other income, gains and losses
Impairment losses, net of reversal
Administrative expenses
Distribution and selling expenses
Other expenses

Finance costs

Profit before tax

Income tax expense

Profit for the period

A
5 A
SEl
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FTECBE 52
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#HE 201946 H 30 HILATHH
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Six months ended
30 June
BEZ6HA30BLEA<MEA

2019 2018
2019 F 2018 4F
(unaudited) (unaudited)
(REBER) (REEFKZ)
Note RMB’000 RMB’000
Mt iF ANE¥Fr N BT
4 171,928 183,114
(135,182) (138,168)
36,746 44,946
3,594 3,821
(508) 199
(17,285) (11,484)
(1,095) —
(9,133) (8,650)
6 (444) (1,991)
11,875 26,841
7 (648) (4,193)
8 11,227 22,648




Six months ended

30 June
BZEZ6H308LLNEA
2019 2018
2019 2018 4F

(unaudited) (unaudited)

(REJEK)  CREER)
Note RMB’000 RMB 000

Wit AREFrT ARKFTT

Other comprehensive income/ Hiz2muzs, (Bx)

(expense)
Items that will not be reclassified & B #7705 18 72 9
to profit or loss: HH -
Fair value gain on equity s B EE R EEA
instrument at fair value through A A T AL A Y AR T
other comprehensive income B A nEE R 372 682

Income tax relating to items that H A& EH 0 E£E &
will not be reclassified to profit ) IE B A B BT S8
or loss (93) (692)

279 (10)

Total comprehensive income for HiAZEUR S EEE
the period 11,506 22,638

Profit for the period attributable A T & FEEHR

to: FE
— Owners of the Company — KA EHEA N 10,277 19,608
— Non-controlling interests — JEHE R A 950 3,040
11,227 22,648
Total comprehensive income for LA T & FEMBAARAZE
the period attributable to: Wm0 58 -
— Owners of the Company — RN AHEA N 10,556 19,598
— Non-controlling interests — FEFE R A 950 3,040
11,506 22,638
Earnings per share BRER 9
— Basic (RMB) — EAR(NRW¥) 0.008 0.019
— Diluted (RMB) — (AR 0.008 0.019




CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION
As at 30 June 2019
(Expressed in Renminbi)

Non-current assets

Property, plant and equipment

Intangible assets

Right-of-use assets

Equity instrument at fair value
through other comprehensive
income

Deposits for acquisition of
property, plant and equipment

Pledged bank deposits

Deferred tax assets

Current assets

Inventories

Trade and note receivables

Deposits, prepayments and other
receivables

Contract assets

Pledged bank deposits

Bank balances and cash

Current liabilities
Trade payables
Other payables and
accrued expenses
Contract liabilities
Lease liabilities
Income tax payable
Bank borrowings

AR & M AR &

201946 H 30 H
(IR BGHEAL()
30 June 31 December
2019 2018
2019 & 2018 4F
6830H 12H31H
(unaudited) (audited)
(REER) (REHANZ)
Note RMB’000 RMB’000
Mt ARE T NE¥Tox
FRBEE
ERN NG ] 32,621 23,531
WY& E 16,234 16,683
fifi FHREE 5,025 —
fie s B EFM R FEA

A 2 T i g AR

TH 3,352 2,980
HEE W~ W MR

¥ 4 4,702 5,463
LR SR AT A7 K 18,112 17,467
PEFEBLTH & 4,643 2,792

84,689 68,916
REEE
ety 4,124 1,983
B o REWCERTE S e = ] 120,155 142,835
P ~ FEATEIE )

A Wi 3K IH 53,112 29,146
HRIEE 12 188,295 176,973
O HEAH SR AT A7 3K 23,794 26,445
SRATH R B & 186,542 23,437

576,022 400,819
REEE
B 5 BEAT 3K IH 13 58,293 84,074
A B AT 3K IE

JEFHBH 12,210 39,778
HHIALE 12 68,266 72,885
HEHE 1,927 —
JRE 47 T 55 799 3,807
ERATME K 16,898 10,000

158,393 210,544




Net current assets

Total assets less current
liabilities

Non-current liabilities

Lease liabilities

Obligation arising from a put
option

NET ASSETS

Capital and reserves
Share capital
Reserves

Equity attributable to owners of

the Company
Non-controlling interests

TOTAL EQUITY

REBEEFE

EEAERR
&E

FRBEE
HE AR

RO T SR 2 A Y AT

AEEFRE

BEXNEE
Je AR
it 5

AL F A NS

e i
I 2 IO HE 2

AR

Note
Mt

30 June 31 December
2019 2018

2019 & 2018 4

6 A30H 12H31H
(unaudited) (audited)
(REEER) (B3 H%)
RMB’000 RMB’000
ANR¥FT ANRETI
417,629 190,275
502,318 259,191
3,598 —

— 99,901

3,598 99,901
498,720 159,290
55,100 41,413
406,208 90,657
461,308 132,070
37,412 27,220
498,720 159,290




NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

(Expressed in Renminbi)

1.

GENERAL

Weigang Environmental Technology Holding Group
Limited (the “Company”) was incorporated in the
Cayman Islands on 18 May 2017 as an exempted
company with limited liability under the Companies
Law of the Cayman Islands. The immediate holding
company and the ultimate holding company of the
Company are WeiGang Technology Limited and
Weigang Green Technology Limited, respectively,
both of which were incorporated in the British
Virgin Islands (“BVI”) and are wholly owned
by Mr. Cai Zhuhua (“Mr. Cai”), the ultimate
controlling shareholder of the Group, who is
also the chairman and executive director of the
Company. The shares of the Company had been
listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 3
January 2019.

The address of the registered office of the Company
is Cayman Corporate Centre, 27 Hospital Road,
George Town, Grand Cayman, KY1-9008 Cayman
Islands and the address of principal place of
business of the Company is Unit 3507, 35/F, AIA
Tower, 183 Electric Road, North Point, Hong Kong.

The condensed consolidated interim financial
information is presented in Renminbi (“RMB”),
which is also the functional currency of the
Company. The condensed consolidated interim
financial information has not been audited.

BASIS OF PREPARATION

The condensed consolidated interim financial
information has been prepared in accordance
with International Accounting Standard 34 (“IAS
34”), “Interim Financial Reporting” issued by the
International Accounting Standards Board as well
as with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing
of Securities on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Listing
Rules™).
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PRINCIPAL ACCOUNTING POLICIES

This condensed consolidated interim financial
information has been prepared on the historical cost
basis.

Other than changes in accounting policies resulting
from application of new and amendments to
International Financial Reporting Standards
(“IFRSs™), the accounting policies and methods of
computation used in condensed consolidated interim
financial statements for the six months ended 30
June 2019 are the same as those followed in the
preparation of the Group’s annual consolidated
financial statements for the year ended 31 December
2018.

(a) Application of new and amendments to
IFRSs

The following new standards, interpretation
and amendments to IFRSs are mandatory for
the first time adoption for the accounting
period beginning on 1 January 2019:

[FRS 16 Leases
[FRIC 23 Uncertainty over Income Tax
Treatments
Amendments to Prepayment Features with
[FRS 9 Negative Compensation

Amendments to Plan Amendment, Curtailment or
IAS 19 Settlement

Amendments to Long-term Interests in Associates
IAS 28 and Joint Ventures

Amendments to Annual Improvements to [FRSs
[FRSs 2015-2017 Cycle
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The Group has changed its accounting
policies as a result of adoption of “IFRS 16
Leases”.
standard and the new accounting policies are
disclosed below. The other interpretation and
amendments had no material impact on the
Group’s financial performance and financial
positions for the current and prior periods and/
or on the disclosures set out in this condensed
consolidated interim financial information.

(V)

The impact of the adoption of the

Impacts and changes in accounting
policies of application on IFRS 16
Leases

The Group has applied IFRS 16 for
the first time in the current interim
period. IFRS 16 superseded IAS 17
Leases (“IAS 17”) and the related
interpretations.

Key changes in accounting policies
resulting from application of IFRS 16

The Group applied the following
accounting policies in accordance with
the transition provisions of IFRS 16.

(@)

(b)

Definition of a lease

A contract is, or contains, a lease
if the contract conveys the right
to control the use of an identified
asset for a period of time in
exchange for consideration.

The Group assesses whether a
contract is or contains a lease
based on the definition under IFRS
16 at inception or modification
date. Such contract will not be
reassessed unless the terms and
conditions of the contract are
subsequently changed.

As a lessee

Allocation of consideration to
components of a contract

For a contract that contains a
lease component and one or more
additional lease or non-lease
components, the Group allocates
the consideration in the contract to
each lease component on the basis
of the relative stand-alone price
of the lease component and the
aggregate stand-alone price of the
non-lease components.
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Short-term leases and leases of
low-value assets

The Group applies the short-
term lease recognition exemption
to office and motor vehicles
leases that have a lease term
of 12 months or less from the
commencement date and do not
contain a purchase option. It also
applies the recognition exemption
for lease of low-value assets.
Lease payments on short-term
leases and leases of low-value
assets are recognised as expense
on a straight-line basis over the
lease term.

Right-of-use assets

Except for short-term leases
and leases of low value assets,
the Group recognises right-of-
use assets at the commencement
date of the lease (i.e. the date
the underlying asset is available
for use). Right-of-use assets
are measured at cost, less any
accumulated depreciation and
impairment losses, and adjusted
for any remeasurement of lease
liabilities.

The cost of right-of-use asset
includes:

— the amount of the initial
measurement of the lease
liability;

— any lease payments made at
or before the commencement
date, less any lease
incentives received;

— any initial direct costs
incurred by the Group; and
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— an estimate of costs to be
incurred by the Group in
dismantling and removing
the underlying asset,
restoring the site on which
it is located or restoring
the underlying asset to the
condition required by the
terms and conditions of the
lease, unless those costs
are incurred to produce
inventories.

Right-of-use asset in which the
Group is reasonably certain to
obtain ownership of the underlying
leased asset at the end of the
lease term is depreciated from
commencement date to the end of
the useful life. Otherwise, right-
of-use asset is depreciated on a
straight-line basis over the shorter
of its estimated useful life and the
lease term.

The Group presents right-of-
use assets as a separate line item
on the condensed consolidated
statement of financial position.

Leasehold land and building

For payments of a property interest
which includes both leasehold land
and building elements, the entire
property is presented as property,
plant and equipment of the Group
when the payments cannot be
allocated reliably between the
leasehold land and building
elements.

Refundable rental deposits

Refundable rental deposits paid
are accounted for under IFRS
9 Financial Instruments (“IFRS
9”) and initially measured at fair
value. Adjustments to fair value at
initial recognition are considered
as additional lease payments and
included in the cost of right-of-use
assets.
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Lease liabilities

At the commencement date of a
lease, the Group recognises and
measures the lease liability at the
present value of lease payments
that are unpaid at that date. In
calculating the present value of
lease payments, the Group uses the
incremental borrowing rate at the
lease commencement date if the
interest rate implicit in the lease is
not readily determinable.

The lease payments include:

—  fixed payments (including
in-substance fixed payments)
less any lease incentives
receivable;

—  variable lease payments that
depend on an index or a rate;

— amounts expected to be
paid under residual value
guarantees;

— the exercise price of a
purchase option reasonably
certain to be exercised by
the Group; and

— payments of penalties for
terminating a lease, if the
lease term reflects the Group
exercising the option to
terminate.

After the commencement date,
lease liabilities are adjusted
by interest accretion and lease
payments.

The Group remeasures lease
liabilities (and makes a
corresponding adjustment to
the related right-of-use assets)
whenever:

— the lease term has changed
or there is a change in the
assessment of exercise
of a purchase option, in
which case the related lease
liability is remeasured by
discounting the revised lease
payments using a revised
discount rate at the date of
reassessment.

12 —

HEA %

AL Bt A > AL
lﬁ&ﬁ%ﬁ%ﬁ%ﬁ

Iﬁ‘{ﬁﬁﬁ & nf;‘%*ﬁ%
1% -

WA SR 4 2

BUaky > MHERE S 2
H DI E > AL
AL S PR iy E AT 1

B RG -

FLE AT A

[ %E A R (B 45 B
B VE ] 2 AT )
Eﬁﬁ&ﬂ%1

by

PR B F5 Bk LR
Il & 2 ] 4 fH &
3K

H

By

}

I

5

=
e
oM
N

N
/

—_—
I

B
<. Hﬁf’&:
S =

Uy o)
=
I

NC R
e Al

2
gl
i)

s

RBG % > HER
iRt FLE XA B AT
KA R o

fis tH BLLA 1B 0L > AR

07 i
LI

pil

Wﬁwﬁﬂﬁ

(=

i
&
iy

e
E%“%ME

)

j\

F
BN b T 3

b A I
> A B
15 9% 8 31 1) 2 %
PN H 2 &8s
T%ﬁz%ﬁm
16 5T #HL & A 3

AR o

i
N,
R &

N

J D

ﬁ%
I~

W



—  the lease payments change
due to changes in market
rental rates following a
market rent review in which
cases the related lease
liability is remeasured by
discounting the revised lease
payments using the initial
discount rate.

Lease modifications

The Group accounts for a lease
modification as a separate lease if:

— the modification increases
the scope of the lease by
adding the right to use one
or more underlying assets;
and

— the consideration for the
leases increases by an
amount commensurate with
the stand-alone price for
the increase in scope and
any appropriate adjustments
to that stand-alone price to
reflect the circumstances of
the particular contract.

For a lease modification that is not
accounted for as a separate lease,
the Group remeasures the lease
liability based on the lease term of
the modified lease by discounting
the revised lease payments using
a revised discount rate at the
effective date of the modification.

Taxation

For the purposes of measuring
deferred tax for leasing
transactions in which the Group
recognises the right-of-use assets
and the related lease liabilities, the
Group first determines whether the
tax deductions are attributable to
the right-of-use assets or the lease
liabilities.
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(ii)

Transition and summary of effects
arising from initial application of IFRS

16

(a)

(b)

Definition of a lease

The Group has elected the
practical expedient to apply
IFRS 16 to contracts that were
previously identified as leases
applying TAS 17 and IFRIC
4 “Determining whether an
Arrangement contains a Lease”
and not apply these standards to
contracts that were not previously
identified as containing a lease.
Therefore, the Group has not
reassessed contracts which already
existed prior to the date of initial
application.

For contracts entered into or
modified on or after 1 January
2019, the Group applies the
definition of a lease in accordance
with the requirements set out in
IFRS 16 in assessing whether a
contract contains a lease.

As a lessee

The Group has applied IFRS 16
retrospectively with the cumulative
effect recognised at the date of
initial application, 1 January 2019.
Any difference at the date of
initial application is recognised in
the opening retained profits and
comparative information has not
been restated.

When applying the modified
retrospective approach under IFRS
16 at transition, the Group applied
the following practical expedients
to leases previously classified as
operating leases under IAS 17, on
lease-by-lease basis, to the extent
relevant to the respective lease
contracts:

(i) elected not to recognise
right-of-use assets and lease
liabilities for leases with
lease term ends within 12
months of the date of initial
application;

— 14 —

(i) B A B B R
A)EICHELKBERE
gpz

(a) HMEZEZF

AL E R THEE
T3k > wlt e A E A
P HEHE R ) 2R 17 5
(B B I s iR is i R &
BE)H49in g Ee
TR EOFHE W)
Al A8 2 & R
I B B 5 45 HE I D)
551655 - I 45 H e
TS A ik A A L 45 A &
ZEHER LR o [H
Ut > A4 S 4 S T
fEA B W HE 2
TEAEZBH) o

A 201941 A 1 H 8¢
ZRFI L RAERT G A
M5 > ALK A
RN E S ERRE
I P B 75 1 T U ) 28
16 %% FIr i 19 B 5 HE
HERES -

(b) TELAMAN

AL H 28 i RE R
PR SR TS ME I ) 2R 16
5% BEFHR AN E K E
A H #$(20194E1 H 1
H) fEsR - 7 K EH
H HA A AT o] 2 257 B3 0D
PR B s A e RR HL HL IR
BT EI -

i 3 I IRE R I S B
i t5 HE I )2 16 95818
TR AE T B W O ik
R > AREEIRZIEHE
Y it S AR PR (R R
e EhHE RS 17 980 B
R EHE HEAHE
B R B A FHE E DA
NETATREE I

()  BEEE AN LA R
HIRER B R
w1248 A &5 R
() FH B A R 0
MEEAHEA

f& 3



(i) excluded initial direct costs
from measuring the right-
of-use assets at the date of
initial application; and

(iii)

applied a single discount rate

to a portfolio of leases with
a similar remaining terms for
similar class of underlying
assets in similar economic
environment. Specifically,
discount rate for certain
leases of machinery and
equipment in the People’s
Republic of China was
determined on a portfolio

basis.

On transition, the Group has made
the following adjustments upon

application of IFRS 16:

The Group recognised lease
liabilities of RMB6,382,000, right-

of-use assets of RMBS5,

958,000

and deferred tax assets of
RMB62,000 as at 1 January 2019.

When recognising lease liabilities
for leases previously classified as
operating leases, the Group has
applied incremental borrowing
rates of the relevant group entities
at the date of initial application.

The weighted average

lessee’s

incremental borrowing rate applied

is 4.75%.

Operating lease commitments disclosed

as at 31 December 2018

Lease liabilities discounted at relevant

incremental borrowing rates
Less: Recognition exemption —

short-term leases

Lease liabilities as at 1 January 2019

Analysed as
Current
Non-current
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(i) S E W B
at 0T R
IR Hi % ) f R
WA 5 K
(iii) A0 25 oL 48 97 B B
A3 A AL ol A B
& 1) JE AL R
HHMHEEAHS
WE RS — B E
o HMMNE
S DNEE |
W S S Y
T 2 0L B &
JIE R A
ﬂz o
A IRE AR E R
JRE FH IR % S i 5 e
D 16 98B AE B AT
H
2 B2 [ R 2019 4F 1 H 1
SR NS =Er PN
6,382,000 G ~ i f #E
& A\ R % 5,958,000
0 SR SE B I IR
62,000 7T °
TP R S I 0 R
HEZHEZHE AR
fRF o G2 [ O S o
UCIE R H A A B 5 18
HE 1Y B & ORI 3 o
JT 4 i HE - 1 K
FH N 38 & {8 3R R R 5
4.75% o
At
1 January
2019
2019 F
1818
RMB’000
AR¥FoT
R20184 12 A31 HE
P % 2 8 A BRI 7,435
R 4 R A AT R 8
FZAHETT R H (473)
i WERR R —
RN iEN = (580)
R2019F1H1HZ
GENEE 6,382

IATUNR
b

]

1,939
4,443

6,382



(b)

The following adjustments were
made to the amounts recognised
in the Group’s consolidated
statement of financial position as
at 1 January 2019. Line items that
were not affected by the changes
have not been included.

Assets: BE .
Right-of-use assets i e E
Deferred tax assets TAEFIAE =
Liabilities: g%

Current lease liabilities nEHHEARE
Non-current lease liabilities il E A&

Reserves:

Eh
Retained profits { B A1

The following new standards and
amendments to standards and
interpretations have been issued but are
not effective for the accounting period
beginning on 1 January 2019, and have not
been early adopted by the Group:

IFRS 17 Insurance Contracts’

Amendments to Definition of a Business
IFRS 3

Amendments to Sale or Contribution of Assets

[FRS 10 and IAS 28 between an Investor and its
Associate or Joint Venture®

Amendments to Definition of Material'
IAS 1 and IAS 8
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201941 A1 H 4 H

RA BB R DR i RR
ZEBMEAEL LT A
oo RZARBE UG
ZIHH W AR -
Balance
under
Effect of IFRS 16 at
Balance at 31 adoption of 1 January
December 2018 IFRS 16 2019
Ji* 2019 4
R 1H1H

(o P B 5 (B PR 1t 25
20184 ) ek AL

12A31H 551658 B16HEIET
a7 ZEE bl s
RMB’000 RMB’000 RMB 000

AEHTT  ARETLT  ARKTT

— 5,958 5,958
2,792 62 2,854
— 1,939 1,939

— 4,443 4,443
101,518 (362) 101,156

(b) THREHEHER2009F181A
BE 26 1Y B 75 B D R AR SR F 22 Al
MEEBEANSETNRE MK

SEIEEFERN
(BRRB R RRea’

5
REMTRERA) EHRR
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RIOSREBGH AAELEN2
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Effective for annual periods beginning
on or after 1 January 2020.

Effective for business combinations
and asset acquisitions for which the
acquisition date is on or after the
beginning of the first annual period on
or after 1 January 2020.

Effective for annual periods beginning
on or after 1 January 2021.

The original effective date of 1 January
2016 has been postponed until future
announcement by the IASB.

The Group is in the process of making
an assessment of what impact of these
amendments and new standards would be in
the period of initial application but not yet in
a position to state whether these amendments,
and standards would have significant impact
on the Group’s results of operations and
financial position.

REVENUE AND SEGMENT INFORMATION

Revenue represents the fair value of amounts
received and receivable from the provision of
comprehensive solid waste incineration turnkey
solutions focused on the research, design,
integration and commissioning of solid waste
systems by the Group to external customers in
the PRC. The Group’s revenue is derived from
providing i) hazardous waste incineration solutions,
i1) pyrolysis solid waste treatment solutions, iii) oil
sludge thermal desorption treatment services, iv)
technical upgrading services, and v) maintenance
services in the PRC. For the purposes of resources
allocation and performance assessment, the
executive directors of the Company, being the
chief operating decision maker (“CODM”), review
the financial performance of the Group as a whole
prepared. Accordingly, the Group has only one
single operating segment and no further discrete
financial information nor analysis of this single
segment is presented.
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Revenue from major services

The following is an analysis of the Group’s revenue

from its major services:

Recognised over time

Hazardous waste incineration solutions
Pyrolysis solid waste treatment

solutions
Oil sludge thermal desorption
treatment services
Technical upgrading services
Maintenance services

Major customers

Wil 1 [ e !
165 B3R JBE W) B Ao i AR R T 5

FERBUWA
AR A F A 8 R R U

ZH

S0 2 T3] A BE ) 0

RS
THT U8 54 B 2ER I

3916 T 2% e
A e B

Revenue from customers of the corresponding
periods contributing over 10% of the total revenue

of the Group are as follows:

Customer A (Note i)
Customer B

Customer C (Note i)
Customer D (Note i)
Customer E (Note ii)
Customer F (Note ii)
Customer G (Note ii)

Notes:

KPP A (Miti)
%F B

B C(Miti)
KED (Mfiti)
B E (Mfitii)
B F (M7t ii)
®E G (Mt ii)

(i) Contributed less than 10% of the Group’s
total revenue during the six months ended 30

June 2018.

(ii)) Contributed less than 10% of the Group’s
total revenue during the six months ended 30

June 2019.
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Six months ended 30 June

BZ6H30B1NEAB

2019 2018
2019 & 2018 4F
(unaudited) (unaudited)
(REEEX) (KRBT
RMB’000 RMB’000
AR¥FT N T T
153,316 171,163

— 3,470

11,328 —

962 4,979

6,322 3,502
171,928 183,114

T A R S T A A £ B AR SO R A 10% A
ERFEFRALT

Six months ended 30 June

BZ6H30B1E<EAR

2019 2018
2019 F 2018 4F
(unaudited) (unaudited)
(REERZ) (REEHTAZ)
RMB’000 RMB’000
AR¥TFT AR ¥Fc
37,584 N/A 78 F
30,948 42,353
22,572 N/A A%
22,022 N/A A

N/A ~E A 68,529
N/A 8 A 28,272
N/A 138 A 21,444

(i) BE2018F6H30H LA K
A5 AR 45 B A A U BIAS A2 10% o

(i) #WZE2019F6 H30H LA A K
il A B2 3 AR A B HE IS 10% -



Geographical information i & & K

The Group primarily operates in the PRC. A A SR N o AR [ 5
Substantially all of the Group’s non-current assets TR IR EE SR PR > HA
are located in the PRC, and revenue of the Group is LEM AR FE B EF -

generated from customers located in the PRC.

OTHER INCOME, GAINS AND LOSSES 5. HMA > WBEREE

Six months ended 30 June

BZ6H30B1E<EAR

2019 2018

2019 2018 4F
(unaudited) (unaudited)
(REEZ) (R E8H )
RMB’000 RMB’000

ARETFT ANRH#T T

Bank interest income AT FLE WA 960 249
Government grants (Note) Rl B (M 2E) 3,206 520
Other HiAth — 9
Other income HAte A 4,166 778
Net foreign exchange (losses)/gains HNHE (5 48) /Wi 42 1 4R (572) 2,946
Gain on deregistration of investment e A EREZ

in an associate W 2 — 97
Other gains and losses HoAth i 45 S s 18 (572) 3,043

3,594 3,821

Note: Bt -
Government grants represented immediate financial ﬁlﬁfﬁﬂb F b UG 4 T 1 B IRE B 3
support granted by the local governments. There Fe o Al B AS BEATR R 0 IR > HB B IR
were no specific conditions attached to the grants ) AH B B & IR AE 4R £ P AR R o

and the amounts were recognised in profit or loss
upon the receipt of relevant cash.
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FINANCE COSTS

ME KA

Six months ended 30 June

BZ6H30B1E<EAR

2019 2018
2019 F 20184F
(unaudited) (unaudited)
(REEX) (CREE %)
RMB’000 RMB’000
ARETFTT NR¥TIT
Interest on bank borrowings SRATAE AR B 303 312
Interest on obligation arising from a fﬁﬁﬁ%}aﬁﬁﬁi ERiY)
put option 7T<|J — 1,679
Interest on lease liabilities *ﬂgﬁﬁﬁfﬂ%\ 141 —
Total &%t 444 1,991
INCOME TAX EXPENSE 7. FIBHREX
Six months ended 30 June
BE6H30BLAMEA
2019 2018
2019 F 20184F
(unaudited) (unaudited)
(REEX) (R B %)
RMB’000 RMB’000
ARETFTT AR ¥TIT
The income tax expense comprises: FIr A5 B B S B4
PRC Enterprise Income Tax H [ 4 2 BT 1B
(“EIT™): (M SEFT1RHL L)
— Current tax — B #AFLIA 2,529 5,311
— Over-provision in prior period — A S R A A — (492)
2,529 4,819
Deferred tax % AIE L T (1,881) (626)
Total Has 648 4,193

ﬁ“?& LT 22 m] (R AERE R B AT IR

AR AT RS ] BB A R )
/\ﬂllﬁffﬁxﬁ%&%}% 0 o B B R
JRL o TR RZAE WA - BT AT A% S R A AE B
SRS L MEAT aURE I SCH At R R
9% [ 4% 0L JEE AR AL o

The Company and its subsidiaries, namely WeiGang
Environment Limited, Jade Far Investment Limited
and Definite Thrive Limited, were incorporated in
the Cayman Islands and BVI, respectively. All these
entities did not have tax assessable profit in the
Cayman Islands, BVI or other jurisdictions in both
periods.

F A A S 5T R 45 H A s RO UA > G
T 5% S5 A TH] - % T WA v U1 B R R
o ST R e 8 A o A AR B A

No provision for Hong Kong profits tax has been
recognised in the condensed consolidated interim
financial information in both periods as the Group
does not have income which arose in, or derived
from Hong Kong.
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Pursuant to the Enterprise Income Tax Law
(the “EIT Law”) effective on 1 January 2008,
Guangzhou Weigang Environmental Protection
Technology Limited (“Guangzhou Weigang”)
obtained a “High and New Technology Enterprise”
(the “HNTE”) in 2016 which Guangzhou Weigang
was entitled to a preferential tax rate of 15% from
2016 to 2018 and eligible for renewal every three
years. The management considered Guangzhou
Weigang will probably continue to be recognised
as a “High and New Technology Enterprise” and
entitled to a preferential PRC income tax rate of
15% in 2019.

The applicable tax rate of other PRC subsidiaries of
the Company was 25% (six months ended 30 June
2018: 25%) during the six months ended 30 June
2019.

PROFIT FOR THE PERIOD

M9 20084F 1 A 1 H ARSI 2T 1588
%) BEINAER IR IR B A PR &) (1M
HEVS 1) A 2016 4F R 52 By [ s B B0 A
2|5 A AE20164F £ 2018 4F ] = 52 15%
18 BB > B A - E R
Foy JEE DV HEVES 5 ] REAB AR 1 [ e B Al
2 WHAEBER2019FFE% 15% )
B8] Jir 75 Ao B B T o

#HE20194E6 H30 H IESRH > AT
A A B R 2 D ) 2 B R A 25% (K
2201846 H30 HIEAMA : 25%) ©

Hi A RE

Six months ended 30 June

BZ6H30B8LXEA

2019 2018
2019 F 2018 4F
(unaudited) (unaudited)
(REEXK) (RAEFTZ)
RMB’000 RMB’ 000
ARB¥Fr NR¥TF o
Profit for the period has been arrived 1%, (FFA) T %1% % 1Y
at after charging/(crediting): B A
Staff costs (including directors’ B THA (G453 )
emoluments)
Director’ remuneration = 697 584
Other staff: HAth 5 T -
— Salaries and other benefits — 4 B At AR A 15,254 10,324
— Contributions to retirement — AR RAE R T B R
benefits scheme 2,746 865
— Share-based payment expenses — DA 2 FE Y S A B <2 536 —
Total staff costs e T A 19,233 11,773
Auditors’ remuneration % B Bl 3557 600 130
Research and development costs WEEE A (FF A H AR B 52) *
(included in other expenses)* 9,133 3,470
Listing expenses (included in other B S (REAHEAB B )
expenses) — 5,180
Depreciation of property, plant and Y ~ BB M st gy
equipment 1,674 508
Depreciation of right-of-use assets ARG AT 966 —
Amortisation of intangible assets TV & 8 472 17
Allowance for/(reversal of) impairment & 5 fE it 7K JE Kz JE ic 22 45 i (B
of trade and note receivables il (FE M) 747 (2,077)
(Reversal of)/allowance for B KGR (B ) A
impairment of contract assets (239) 1,878
Minimum lease payments in respect of /35 AIr 1) S R AH & £+ 2K
office premises 33 1,154




10.

* Amount included staff costs of RMB3,598,000 *

(six months

ended 30 June 2018:

RMB2,648,000), and material and other
related costs of RMB5,535,000 (six months
ended 30 June 2018: RMB®822,000) for the six

months ended 30 June 2019.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings
per share attributable to the owners of the Company
is based on the following data:

Earnings

Earnings for the purpose of calculating
basic and diluted per share (profit for the
period attributable to the owners of the

Company)

Number of shares

Number of shares for the purpose of
calculating basic earnings per share

Effect of dilutive potential ordinary shares:

Share options

Number of shares for the purpose of
calculating diluted earnings per share

DIVIDENDS

The directors do not recommend the payment of an
interim dividend for six months ended 30 June 2019
(six months ended 30 June 2018: Nil).

W% A JH BB B £20194F6 A 30
HiE A A/ B TlA B AR
3,598,000 JC (# £ 20184F 6 H 30 H
175 A - N ¥2,648,000 7T) LA
e b Rk Ko At A BE R AR 2 N R HE
5,535,000 JC (X £ 20184F6 H 30 H
1EASEA - NRH 822,000 T) ©

9. BREF
AN T HEA N A A A A % 4 v 2
IORCOLE- SNk e/ 3
Six months ended 30 June
BZ6A30RIL~EA
2019 2018
2019 2018 4F
(unaudited) (unaudited)
(REEER) (RBEFZ)
RMB’000 RMB’000
ARMFTT AR
27
A DA g R B A 4 v
BRI (A8 B N TEAL HA
HH)
10,277 19,608

BHHE

JH CA 4 i A 2 1)
B0 B

AL RN 2

i P

A LA R S e 2 M)
el B

10. ERE

RS IREE 201946 A 30 H
175 A 2 P B (B £ 20184F 6 A

1,329,882,282

10,762,399

1,006,728,781

1,340,644,681

1,006,728,781

30 HIESMH A - ) -



11. TRADE AND NOTE RECEIVABLES

Trade receivables

Less: allowance for impairment

Note receivables

Total trade and note receivables

11. EZEKWFZERERERE

As at As at

30 June 31 December

2019 2018

R2019F 2018 4

6 A30H 12H31H

(unaudited) (audited)

(REEZ) (KEFH% )

RMB’000 RMB 000

ARBMFT NERWTFIC

& 5 RE W kA 113,970 130,252
AT (3,895) (3,148)
110,075 127,104

JRE U ZE 45 10,080 15,731
& 5 E SR VB % Ar 22 5 A 120,155 142,835

The Group allows a credit period ranging from 0 to

42 days to its trade customers.

The following is an aged analysis of trade
receivables net of allowance for impairment at
the end of the reporting period presented based
on payment schedule or invoice date stated in the

contracts.

0-90 days
91-180 days
181-365 days
Over 365 days

0%90H
91 £ 180 H
181 %365 H
365 HU E

Note receivables are bank acceptance notes and the
average aging is with 30 to 90 days based on the

1ssuance date.
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30 June 31 December

2019 2018
2019 F 2018 4F
6 A30H 12H31H
(unaudited) (audited)
(RE&EZ) (KA HZ%)
RMB’000 RMB’000
AR¥FT ANREF T
60,397 96,892
27,711 19,213
17,242 6,759
4,725 4,240
110,075 127,104

JREW L5 B SR AT R R - H R 85T
H AR Y IRES B 30 290 H -



12.

CONTRACT ASSETS/LIABILITIES

BHREE

Contract assets

wRIAM

Contract liabilities

As at 30 June 2019 and 31 December 2018,
contract assets include retention receivables of
RMB20,167,000 and RMB9,209,000, respectively.
The Group generally provides their customers
with one to two years warranty period. Upon
the expiration of retention period, if the relevant
hazardous wastage processing plant has met the
requirements in the contract, the customers provides
a final inspection and acceptance certificate and
pay the retention within the term specified in the
contract.

The changes in contract assets and liabilities are
due to i) adjustments arising from changes in the
measure of progress of contracting work, or ii)
reclassification to trade receivables when the Group
has unconditional right to the consideration.

All the contract liabilities are expected to be
recognised as revenue in the following year.

Contract liabilities represent the progress payment
exceeds the revenue recognised to date under
the input method and are recognised as revenue
when the Group performs its obligations under the
contracts.
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12.

BREE &fE

30 June 31 December
2019 2018
R2019F 2018 4
6 A30H 12H31H
(unaudited) (audited)
(REEXR) (R
RMB’000 RMB’ 000
AR¥TFT ANRIEFIT
188,295 176,973
68,266 72,885

201946 H 30 H 2 20184F12 H31 H >
ERVEE PO R RE A e N R
20,167,000 7C K A E #9,209,000 JC » 4%
A5 B — i ) HE PRI — = W AR ) AR AE
H;ﬁ A PR BR 0 T 2 IRE > A A R B g
Yyt 3R EL T B A T B K Kﬁﬂ%
AT B 4% A Bl 1 1R B I A A% BB
A #I R E AR A AR R 4 -

%%@%%&Eﬁﬂ’]“@ﬂﬁﬂﬂﬁ/\l)I/\Z’J
TR B Y A A AT e S ) T E R O
%, qu)ZIKE[%%EﬁﬂVﬁ:W P IRy
%‘ﬁﬁ%ﬁﬁi % 5y EMSURRIA o

EHRE A BT T — AR B AR A ik
A o

AR AR TR FOR B ) B AT 1k
ARIEA AL TE B A9 WA > Sz 72 A 5 1 i
FTHE K TR R RS S YA



13.

14.

TRADE PAYABLES

The table below sets forth, as at the end of reporting
periods indicated, the aging analysis of the trade
payables:

0-90 days 0% 90 H
91-180 days 912180 H
181-365 days 181 2365 H
Over 365 days 365 HU E

No specific credit period has been granted to the
Group on purchase of goods and services.

EVENT AFTER REPORTING PERIOD

On 5 August 2019, Guangzhou Weigang and Mr.
Zhu Xin Wei (“Mr. Zhu”), the director of the
Guangzhou Weigang’s wholly owned subsidiary
Xinjiang Wosen Environmental Protection
Technology Limited (“Xinjiang Wosen”), have
completed the capital injection for the registered
capital of RMB 100,000 and RMB4,900,000 in
Xinjiang Wosen, respectively. After the above
capital injection, Guangzhou Weigang and Mr.
Zhu own 51% and 49% equity interest in Xinjiang
Wosen respectively, and Xinjiang Wosen is still the
subsidiary of the Group.
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13. ESEAMARE

R  PrR Hc OR ) B S AR K

THARES b7 -
30 June 31 December
2019 2018
H2019F #2018 4F
6 H30H 12H31H
(unaudited) (audited)
(REER) ()
RMB’000 RMB’000
AREFT AR #For
55,558 80,692
1,486 952
1,089 2,271
160 159
58,293 84,074

7 AR o) S0 0 O R A D RS WA T

FE G B o
14. REPREH

R20194E8 A 5 H » % I 4 K J& M| 4k
B N T R AR R AR A R
BAT A | ([ ik 2% 1) B & 3 4858 7
TR SEA D) Al ik AR E AR
BE10 BT M N B 490 800 o AF a4
5L AR o TN KT R e A oy A
HEEIR AR 51% M 49% BB AESRS » Hor
SRR AR SRS AR SE [ B B A+ -



MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

The Group is a leading comprehensive
hazardous waste incineration turnkey solution
provider in China focused on the research,
design, integration and commissioning of
solid waste treatment systems, particularly
for hazardous waste incineration. Leveraging
its experience and expertise in hazardous
waste incineration, the Group has expanded
its offerings to other areas of solid waste
treatment, such as thermal desorption of oil
sludge, pyrolysis treatment of solid waste and
cement plant parallel kiln co-treatment. The
Group conduct research and development of
technologies related to these new areas and
have successfully applied some of them to its
new solid waste treatment projects.

In the first half of 2019, the Group primarily
engaged in and generated a substantial portion
of our revenue from the design, integration and
commissioning of hazardous waste incineration
systems in China.
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Provision of Hazardous Waste Incineration
Solutions

Before 2019, the Group has 12 completed
hazardous waste incineration projects with
aggregate designed disposal capacity of 215,000
tonnes per annum which were passed to the
Group’s customers in normal operation. In the
first half of 2019, the Group completed 4 more
hazardous waste incineration projects which
located in Shangdong, Jiangsu, Jiangxi and
Shanghai with an aggregate designed disposal
capacity of approximately 125,000 tonnes per
annum. As at 30 June 2019, the Group took
18 outstanding hazardous waste incineration
projects on hand, covering 17 cities in China
with an aggregate designed disposal capacity
of approximately 450,000 tonnes per annum.
The table below sets out the summary of the
completed hazardous waste incineration projects
in the first half of 2019 and the outstanding
hazardous waste incineration projects as at 30
June 2019:

Completed hazardous waste incineration
projects in the first half of 2019:

RUECRBYURBEERRL R

2019 4F i » AL 5L T 128 &
ez 8% 47 4% Je i ' T NI L A AE
T TAREBNEF > BEFEaEtE
B HE 155 215,000 M 4E o R 2019 4F
A AREEFEINTE T 4 AR
B~ VLR > VD08 K& b0 fE B JeE
YR EIEH - Bahakut R B A
J1 %) F5 125,000 M8 7 4F o A 20194F6
H30H > REMF LA 181 G by e
YRR B A E MR 5E T > Aw A B
17T > BRI R ER A5
450,000 M 4F o N R & H iR 2019 4F
AR T B A R B X
R20194E 6 H 30 B i 3 58 T 1 i BF
WA b i L TE H A A

22019 4F &2 4R 3R T HY f B B 49) 48
BepE EIHH -

Designed Disposal/
Treatment Capacity

No. Project (tonnes per annum)
RARERERED
% EE (W, )
1 Shandong Weifang hazardous waste LI SR L7 i B B ) 88 B o 50,000
incineration project HH
2 Taixing Economic Development Zone VL Ak 7 2% JL A8 078 ) 5% [ 15 o 30,000
hazardous waste incineration project JEE ) K J8e i IH H
3 Jiangxi Ganzhou hazardous waste VLGN f B BE 2 % 5 JE H 20,000
incineration project
4 Shanghai hazardous waste incineration | B 5 05 0 T 25,000
project
Total AEt 125,000

* Completed project is defined as which the
system functionality evaluation is completed.
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Outstanding hazardous waste incineration

projects as at 30 June 2019:

No.

W

10
11
12
13

14

15

16

17

18

Project

HHE

Yantai hazardous waste incineration project
Nantong hazardous waste incineration project
Xiamen hazardous waste incineration project
Shaoxing hazardous waste incineration project

Suzhou Industrial Park solid waste comprehensive
treatment project

Fuzhou hazardous waste incineration project

Hubei Yaojiagang industrial waste treatment and
utilisation project |

Hebei Tangshan Caofeidian hazardous waste
incineration project

Sichuan Chengdu hazardous waste incineration
project 11

Jiangsu Nanjing hazardous waste incineration project

Foshan hazardous waste incineration project
Dongguan hazardous waste incineration project
Henan Puyang hazardous waste incineration project

Guizhou Qiannanzhou hazardous waste incineration
project

Beibuwan hazardous waste incineration project

Jiangsu Changqing Nantong hazardous waste
incineration project

Hangzhou third solid waste treatment center project |

Xinjiang Bazhou hazardous waste and solid waste
treatment center project

Total
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R20194F6 H 30 H ¥ & 58 L 0 & B

JEY) SRR EIHE
Designed Disposal/
Treatment Capacity
(tonnes per annum)
RitRE/ BREREN
(W, %)
JE & fi Bk S Bk B TH H 30,000
0 fe B SR R B R 25,000
ARV $:4-3 ARELE] 20,000
AR £ B2 5 R 20,000
Ao T [ o f s 5 B L0 30,000
AR fe B S e R H 20,000
WAL B o e TS ) 2 R 30,000
fLlE B —H#
ngg%ﬁ@ﬁ%%%%%ﬁ 20,000
VU )01 58 s o o i o0 — 300 30,000
VLA P o B g ) S e R 21,000
{4 1L e B 58 52 O 30,000
SSE S B S IR B IH B 20,000
00 o B B R LI 15,000
B R e B S B 20,000
AL Ab i G M B S e B IR H 16,500
VLR 1= 5 7 20 i R S 2 R 22,500
BN o6 = (8 g & h DI — 60,000
ﬁ%SMﬁ%@%ﬁiﬁﬁ¢u 20,000
A5t 450,000



II1.

Provision of Oil Sludge Thermal Desorption
Solution

In the first half of 2019, the first thermal
desorption project of the Group generated
revenue RMBI11.3 million, and the second
thermal desorption project of the Group were
under construction.

Provision of Pyrolysis Treatment of Solid
Waste Solution

In the first half of 2019, the Group’s first waste
paper residues pyrolysis project and waste new
energy batteries pyrolysis project were in the
process of construction as expected.

Provision of Cement Plant Co-Treatment of
Hazardous Waste Solution

In the first half of 2019, we had entered into
a contract with a well-known cement producer
for the Co-treatment Cooperation with designed
treatment capacity of 83,600 tonnes per annum.

FINANCIAL POSITION AND
OPERATING RESULTS

Revenue

Revenue decreased by 6.1% from RMBI183.1
million for the six months ended 30 June 2018
to RMB171.9 million for the six months ended
30 June 2019. These decreases were mainly
attributable to the decrease of revenue from
hazardous waste incineration solutions.

The Group derived the majority of its revenue
from provision of hazardous waste incineration
solutions and the remainder from provision of
oil sludge thermal desorption solution and other
services including technical upgrading and
maintenance services.
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Revenue from hazardous waste incineration
solutions decreased by 10.5% from RMBI171.2
million for the six months ended 30 June 2018
to RMB153.3 million for the six months ended
30 June 2019. These decreases were mainly
attributable to the different stage of completion
among projects as a large proportion of the
projects were in their initial or final stage
during the six months ended 30 June 2019
and the proportion of total project revenue
recognised was relatively small while more
projects were in their implementation stage
during the six months ended 30 June 2018 with
larger proportion of total project revenue being
recognised.

The Group’s revenue generated from provision
of oil sludge thermal desorption solution for
the six months ended 30 June 2019 amounted
to RMB11.3 million (for the six months ended
30 June 2018: nil), which were attributable to
the Group’s first oil sludge thermal desorption
project commenced operation in the 4th quarter
of 2018.

Revenue from other services decreased by
14.1% from RMBS&.5 million for the six months
ended 30 June 2018 to RMB7.3 million for the
six months ended 30 June 2019. This decrease
were attributable to less technical upgrading
services demand from customers during the six
months ended 30 June 2019.

Cost of Services

Cost of services decreased by 2.2% from
RMB138.2 million for the six months ended
30 June 2018 to RMB135.2 million for the six
months ended 30 June 2019. This decrease were
mainly attributable to the decrease of revenue.

Cost of services for the Group’s hazardous
waste incineration treatment business consists
primarily of (i) cost of equipment and materials;
(i1) direct labour costs; (iii) sub-contracting
costs; and (iv) others.
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The cost of services for the Group’s hazardous
waste incineration treatment business increased
by 0.2% from RMB126.7 million for the six
months ended 30 June 2018 to RMB127 million
for six months ended 30 June 2019. These
increases were mainly attributable to the gross
profit margin of hazardous waste incineration
solutions decreased because of the intense
competition in the market.

The Group’s cost of services generated for
provision of oil sludge thermal desorption
solution for the six months ended 30 June
2019 amounted to RMB3.3 million (for the
six months ended 30 June 2018: nil), which
were attributable to the Group’s first oil
sludge thermal desorption project commenced
operation in the 4th quarter of 2018.

Cost of services for other services decreased by
46.1% from RMB&8.9 million for the six months
ended 30 June 2018 to RMB4.8 million for the
six months ended 30 June 2019. This decrease
were attributable to the Group spent more
efforts to control the cost of other services.

Gross Profit and Gross Profit Margin

The Group’s gross profit decreased by 18.2%
from RMB45 million for the six months ended
30 June 2018 to RMB36.8 million for the six
months ended 30 June 2019, while the gross
profit margin decreased from 24.6% for the six
months ended 30 June 2018 to 21.4% for the
six months ended 30 June 2019.

The following table sets out the Group’s gross

profit and gross profit margin for each of the
business segments for the periods stated.
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Gross profit

Gross profit margin

EY| EY P

2018H1 2019H1 2018H1

2018 F2E4E 2019 E¥E 2018 FR4E
RMB million
ANREHET

445 17.2% 26.0%

0.9 N/A 25.7%

— 70.8% N/A

(0.4) 34.2% -4.7%

45.0 21.4% 24.6%

2019H1
2019 ¥ F
RMB million
ARKEEET
Hazardous waste incineration falm sy St B B
solutions TS 26.3
Pyrolysis solid waste treatment 4 4 24 i [ 2 J&E )
solutions AN A YIS —
Oil sludge thermal desorption  JH Y2 24 it It i FE R 75
treatment services 8.0
Other services HAb M 25
Total &t 36.8

The gross profit of hazardous waste incineration
solutions decreased by 40.9% from RMB44.5
million for the six months ended 30 June
2018 to RMB26.3 million for the six months
ended 30 June 2019. These decreases were
mainly attributable to the gross profit margin
of hazardous waste incineration solutions
decreased. The gross profit margin of hazardous
waste incineration solutions decreased from
26.0% for the six months ended 30 June 2018
to 17.2% for the six months ended 30 June
2019 primarily due to the intense competition
in the market.

The gross profit of provision of oil sludge
thermal desorption solution for the six months
ended 30 June 2019 amounted to RMBS8 million
(for the six months ended 30 June 2018: nil),
which were attributable to the Group’s first oil
sludge thermal desorption project commenced
operation in 2018. The gross profit margin
of provision of oil sludge thermal desorption
solution was 70.8% for the six months ended 30
June 2019 (For the six months ended 30 June
2018: nil).
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The gross profit of other services amounted to
RMB2.5 million for the six months ended 30
June 2019, while the Group recognised gross
loss of other services amounted to RMBO0.4
million for the six months ended 30 June 2018.
The other services of the Group made losses
turn into profit mainly due to the Group spent
more effort to control the cost of other services.
The gross profit margin of other services was
34.2% for the six months ended 30 June 2019
while negative 4.7% for the six months ended
30 June 2018.

Other Income, Gains and Losses

The Group’s other income and gains decreased
by 5.3% from RMB3.8 million for the six
months ended 30 June 2018 to RMB3.6
million for the six months ended 30 June
2019, primarily attributable to: 1) bank interest
increased of RMBO0.7 million; 2) government
grant increased of RMB2.7 million mainly due
to the one-off government subsidy for Listing
received in the first half of 2019; and 3) offset
by the net foreign exchange gains decrease
from RMB2.9 million for the six months ended
30 June 2018 to losses amounted to RMBO0.6
million for the six months ended 30 June 2019.

Administrative Expenses

The Group’s administrative expenses increased
by 50.4% from RMBI11.5 million for the six
months ended 30 June 2018 to RMB17.3
million for the six months ended 30 June
2019, primarily attributable to the Group has
hired more staff for business development,
which leads to an increase in staff salaries and
benefits of RMB3.0 million, an increase in
entertainment expenses of RMBO0.8 million, an
increase in transportation and accommodation
expenses of RMBO0.3 million, and an increase
in office administration expenses of RMBO0.2
million.
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Other Expenses

Other expenses include (i) listing expenses;
and (ii) research and development expenses,
including staff costs, material and other related
costs mainly in connection with the research
and development of solid waste treatment
applications.

No listing expenses incurred for the six months
ended 30 June 2019 (for the six months ended
30 June 2018: RMBS5.2 million), which were
attributable to the listing of the shares of the
Company on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) on 3 January 2019.

The Group’s research and development
expenses increased by 160% from RMB3.5
million for the six months ended 30 June 2018
to RMBO9.1 million for the six months ended
30 June 2019, primarily attributable to the
Group continued our focus of research and
development on hazardous waste incineration
solutions and new area.

Finance costs

The Group’s finance costs decreased by 80%
from RMB2.0 million for the six months
ended 30 June 2018 to RMBO0.4 million for
the six months ended 30 June 2019, primarily
attributable to the interest on obligation arising
from a put option amounted to RMB1.7 million
for the six months ended 30 June 2018.

On 4 April 2018, the Group entered into two
joint venture agreements with Orient Landscape
Group Environmental Protection Co., Ltd.
(“Orient Landscape”) for the investment
in Guangzhou Weigang. Pursuant to such
agreements, the Group granted Orient Landscape
a put option, which if the Listing does not
take place on or before 3 April 2020, Orient
Landscape is entitled to require the Group to
purchase all of the equity interest in Guangzhou
Weigang held by Orient Landscape at a price
equal to the sum of (i) the Subscription Price
plus an interest of 8% per annum and (ii) any
declared but unpaid dividends.
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Pursuant to the put option aforementioned, the
investment from Orient Landscape is recognised
as obligation arising from a put option, and the
corresponding interest of 8% per annum during
2018 1is recognised in obligation arising from a
put option and profit or loss. Pursuant to such
agreements aforementioned, as the Listing of
the Company already succeeded, the put option
lapsed and all the previously recognised interest
expenses had been reversed through equity at
the Listing date of the Company in the first
half of 2019 without any payment to Orient
Landscape.

Income Tax Expense

Income tax expense consists of current tax and
deferred tax for PRC enterprise income tax.

The Company operated business principally
through its PRC subsidiaries which were subject
to the PRC enterprise income tax at a statutory
rate of 25% on its estimated assessable profits
for the six months ended 30 June 2019 (for
the six months ended 30 June 2018: 25%).
Guangzhou Weigang was recognised as a “High
and New Technology Enterprise” in 2016 and
was entitled to a preferential PRC income tax
rate of 15% for each of 2016, 2017 and 2018
and such recognition can be applied for renewal
every three years. The management considered
Guangzhou Weigang will probably continue to
be recognised as a “High and New Technology
Enterprise” and entitled to a preferential PRC
income tax rate of 15% in 2019.

The Group’s effective tax rate decreased from
15.6% for the six months ended 30 June 2018
to 5.5% for the six months ended 30 June
2019, primarily due to the impact of 75% extra
deduction policy for research and development
expenses, which was published in September
2018.
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Profit for the Period

Profit for the period decreased by 50.4% from
RMB22.6 million for the six months ended
30 June 2018 to RMBI11.2 million for the six
months ended 30 June 2019 mainly due to (1)
the gross profit margin of hazardous waste
incineration solutions decreased because of the
intense competition in the market; and (2) the
Group invested in new solid waste treatment
projects, which were still in the initial stage or
construction stage and had not generated profit.
The net profit margin decrease from 12.4% for
the six months ended 30 June 2018 to 6.5% for
the six months ended 30 June 2019 mainly due
to the decrease of gross profit margin.

Liquidity and Capital Resources

The Group’s principal cash requirements are
to pay for working capital needs and capital
expenditures on equipment and intangible
assets. The Group met these cash requirements
by relying on its cash at banks, net cash flows
from operating activities and net proceeds from
the Listing as its principal source of funding.
The Directors are of the view that the Group
have sufficient working capital required for the
Group’s operations at present and for the year
ending 31 December 2019.

Trade and note receivables

The decrease in trade and note receivables
from RMBI142.8 million as at 31 December
2018 to RMB120.2 million as at 30 June 2019
was primarily due to the Group enhanced the
management of trade and note receivables
collection.

The average trade receivables turnover days
decreased from 67.1 days in 2018 to 62.1 days
in the first half of 2019 as the Group continued
to spend more efforts in collecting trade
receivables in a timely manner.
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Trade payables

The decrease in trade payables from RMBg&4.1
million as at 31 December 2018 to RMBS58.3
million as at 30 June 2019 was primarily due to
our efforts to expedite the payment to suppliers
in order to speed up the project progress.

The average trade payables turnover days
decreased from 71.5 days in 2018 to 47.4 days
in the first half of 2019 as the Group intended
to expedite the payment to suppliers in order to
speed up the project progress.

Contract assets

The increase in contract assets from RMB177
million as at 31 December 2018 to RMB188.3
million as at 30 June 2019 was primarily due
to an increase in our total number of ongoing
hazardous waste incineration projects.

Contract liabilities

The decrease in contract liabilities from
RMB72.9 million as at 31 December 2018
to RMB68.3 million as at 30 June 2019 was
primarily due to the Group enhanced the
management of progress billing process of
ongoing hazardous waste incineration projects.

Bank Borrowings

As at 30 June 2019, the Group had bank
borrowings of RMB16.9 million provided
by two commercial bank in China (as at 31
December 2018: RMB10 million).

Capital Expenditure

For the six months ended 30 June 2019, the
Group’s material capital expenditure amounted
to approximately RMB10.8 million (for the six
months ended 30 June 2018: RMB4.0 million),
mainly used for purchase of property, plant and
equipment.
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Capital Commitment

As at 30 June 2019, the Group had capital
commitment amounted to RMB18.6 million (as
at 31 December 2018: RMB4.6 million) which
consisted mainly of payments to be made for
several operation projects under construction.

Pledge of Assets

As at 30 June 2019, the Group had pledged
deposits of RMB41.9 million (as at 31
December 2018: RMB43.9 million) mainly
for (1) deposit for bank acceptance which
the Groups issued to its suppliers amounted
to RMB2.3 million; and (2) deposit for bank
guarantee given to several customers for
performance obligation fulfilment amounted to
RMB39.6 million.

Contingent Liabilities

As at 30 June 2019, the Group had no material
contingent liabilities.

Gearing Ratio

As at 30 June 2019, the current assets of the
Group were approximately RMB576.0 million,
total assets were approximately RMB660.7
million, current liabilities were approximately
RMB158.4 million and total liabilities were
approximately RMB162.0 million. The gearing
ratio (total liabilities/total assets) of the Group
was approximately 24.5% (as at 31 December
2018: 66.1%).
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III. PROSPECTS

Looking into the second half of 2019, the
Group will continue to capture the opportunities
brought by the policies for the development
of the environmental protection industry, and
actively seize more business opportunities from
solid waste treatment by commercialising its
advanced solid waste treatment technologies
to market. The Group will still continue to
focus on the technology innovation to further
expand the Group’s business scope, maintain
the Group’s leading position in the market,
maximise shareholder returns and optimise the
Group’s commitment of becoming a leading
solid waste treatment solutions provider in
China.

Leveraging on our comprehensive understanding
of the market environment, the Group will
continue focusing on the following tasks in
order to achieve its goals:

Continue to consolidate the leading market
position and expand the market share on
hazardous waste incineration

The Group focus to: (1) further improving
the technics on hazardous waste incineration
treatments; (2) continue to cultivate customer
relationships as well as explore new customers
in both China and oversea markets; and (3)
facilitate more frequent communications and
provide more comprehensive value-add services
with industry participants.
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Speed up the process of commercialising
the cement plant parallel kiln co-treatment
technology and thermal desorption of oil
sludge solution

The Group had successfully provided the first
thermal desorption solutions for the treatment
of oil sludge, we aim to leverage our existing
project experience and replicate this project
model for oil sludge treatment serving an
increasing number of oil service providers
in China. In addition, the Group had entered
into a contract with a well-known cement
producer for the co-treatment cooperation with
designed treatment capacity of 83,600 tonnes
per annum. Driven by the increasing demand
and governmental support, we aim to reach out
to more cement producers in China to promote
the advantages of our parallel kiln co-treatment
systems to explore new project opportunities.

Establish standards of pyrolysis treatment
of solid waste solution to make us industry
leader in this field

In the first half of 2019, the Group’s first waste
paper residues pyrolysis project and waste new
energy batteries pyrolysis project were in the
process of construction as expected. The Group
will continue to explore the demand of market
by developing and commercializing solutions
for a number of new solid waste treatment
applications.

OTHER INFORMATION

EMPLOYEES, REMUNERATION AND
PENSION SCHEME

As at 30 June 2019, the Group employed 219
employees (as at 31 December 2018: 200
employees), among which approximately 150 were
personnel conducting R&D, project management and
execution for our business.
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The Group’s remuneration policy takes into
consideration the relevant Director or member
of senior management’s duties, responsibilities,
experiences, skills, time commitment, performance
of the Group and are made with reference to those
paid by comparable companies. Its employees are
remunerated with monthly salaries and discretionary
bonuses based on individual performance, market
performance, the Group’s profit as a whole and
comparable market levels. Apart from salary
payment, other staff benefits include allowances,
benefits in kind, performance-related bonuses, share
based payments, pensions, and other social insurance
benefits.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE (“CG CODE”)

The Company has adopted the CG Code as set out in
Appendix 14 to the Listing Rules. In the opinion of
the Directors, the Company has fully complied with
the CG Code during the period under review except
from the deviation from the Code Provision A.2.1 of
the CG Code.

Under code provision A.2.1 of the CG Code provides
that the roles of chairman and chief executive
should be separate and should not be performed
by the same individual. Mr. Cai Zhuhua serves as
chairman as well as chief executive officer of the
Company and this dual role leadership has been in
practice by the Company since 2009. Such deviation
is deemed appropriate as it is considered to be more
efficient to have one single person to be chairman of
the Company as well as to discharge the executive
functions of a chief executive thereby enabling more
effective planning and better execution of long-
term strategies. The Board believes that the balance
of power and authority is adequately ensured by
the operations and governance of the Board which
comprises experienced and high calibre individuals,
with half of them being non-executive directors of
the Company. The Company will review the current
structure when and as it becomes appropriate.
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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 the code of conduct regarding
Directors’ dealings in the securities of the Company.

Having made specific enquiry of all the Directors,
each Director confirmed that he/she had complied
with the required standards set out in the Model
Code during the period under review. The Board
has also established written guidelines to regulate
dealings by relevant employees who are likely to be
in possession of inside information of the Company
in respect of securities in the Company as referred to
in code provision A.6.4 of the CG Code.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s
listed securities during the six months ended 30 June
2019.

USE OF NET PROCEEDS FROM GLOBAL
OFFERING

The Company was listed on the Stock Exchange
on 3 January 2019. The net proceeds raised from
the global offering were approximately HK$259.4
million (approximately equivalent to RMB227.2
million). During the six months ended 30 June
2019, there was no change in the intended use of net
proceeds as previously disclosed in the prospectus
of the Company dated 19 December 2018 (the
“Prospectus”).

42

BFTESETEZRGN(EESFA)

Ay m] B PR AR CCE TR R ) B 8% 1 B ik
AT N AT /8 5 58 5 AR YE ST ]
([CERESFRD)) - EAEFEHEHT AL A H
Frip AT A HERY o

TE 1] 2= 8 3 2 AR R e AR > A Y
O i 8 18 <5 A 2 ] 00 I 28~ R 7 < 1))
Fi B oy HEJ o TE | R E 1S
51 RLHE AT BEHEA A mA B AR F S
A FE T B B AR BR AR B R BT A 23S 5 (nd A 2
BT RD B SF RSO AL6.4 BRI -

BE - HEIEE LHRSF

#HE201946 A30H IEAMA » RN A
AT A0 B 2§ 2 ) ARE 4 JE T~ M T ] R
NGILER N e

RRBEMERERERAR

AR AR 20194FE 1 H3 HAEB 22 fr bii -
BRSNS A H I R A 55 259.4
HEEIT(HERNRE22I2HEIT) -
HE 201946 A 30 H LM H AN > JorifE
20184F 12 A 19 H B A& 28 Al 8 B = 72 ([ 48
BRER |) P& 0 I A5 3H I B B R s
AESE ) o



As at 30 June 2019, the Company has utilised
RMB56.7 million of the net proceeds from the
global offering. For the amounts not yet utilised,
the Company will apply the remaining net proceeds
in the manner as set out in the Prospectus. The
following table sets forth a breakdown of the
utilisation of net proceeds as at 30 June 2019:
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Net proceeds Utilisation Expected timeline
from the as at Unutilised of the unutilised
global offering 30 June 2019 amount amount
R 2019%
ERBE 68 308
Unit: RMB million By pEARK  FRERERE CHREE ADRLE ADALERARARE
Utilisation of the pyrolysis I {EAI I &% 90.9 25.8 65.1 The unutilised amount is expected to
technology for the 518 B T be fully utilised by the second half
treatment of various types AR of 2023
of solid waste AERRBEREAE 2023 F T HFH 2
i
Establishment of a research  FA{ES L %L T 454 — 454 The unutilised amount is expected to
and engineering centre B L be fully utilised by the second half
0f 2023
AB B R E 2003 4 P AT 2
it
Commercialisation of oil ~ FIfEIE MM 34.1 49 29.2 The unutilised amount is expected to
sludge thermal desorption il AR 1L be fully utilised by the second half
technology 0f 2023
AB BRI 2023 4 FHAE AT 2
it
Invest in and operate the IR MK 34.1 33 30.8  The unutilised amount is expected to
business of cement plant I 2 AT be fully utilised by the second half
parallel kiln co-treatment ] e M % 0f 2023
solutions it AB S HHERHE 2023 T F 4 2
b1 A e 5
Working capital and general ~ FifFE#EE & R — 2.7 2.7 — NA
corporate use fienml i Nt
Total @t 272 56.7 170.5
INTERIM DIVIDEND rh HA B &

The Board does not recommend the payment of an
interim dividend for the six months ended 30 June
2019.
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AUDIT COMMITTEE

The Group’s interim results for the six months ended
30 June 2019 have been reviewed by the Audit
Committee of the Company.

INDEPENDENT REVIEW

The interim results for the six months ended 30 June
2019 are unaudited, but have also been reviewed
by Baker Tilly Hong Kong Limited, the Company’s
independent auditor, in accordance with Hong Kong
Standard on Review Engagements 2410 “Review
of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants.
A Report on Review of Interim Financial Information
is included in the interim report to be sent to
shareholders.

PUBLICATION OF 2019 INTERIM RESULTS
AND INTERIM REPORT

This interim results announcement of the Group for
2019 is published on the Stock Exchange’s website
at www.hkexnews.hk and the Company’s website
at www.gzweigang.com. The 2019 interim report
containing all applicable information required by the
Listing Rules will be despatched to the shareholders
of the Company and published on the above websites
in September 2019.
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APPRECIATION

On behalf of the Board, I would like to take
this opportunity to express my gratitude to the
management and staff of the Group for their
commitment and contribution during the period. I
would also like to express my appreciation to the
guidance from the regulators and continued support
from our shareholders and customers.

By order of the Board
Weigang Environmental Technology Holding
Group Limited

CAI Zhuhua
Chairman & Executive Director

PRC, 27 August 2019

As at the date hereof, the Board comprises Mr. CAI
Zhuhua. Mr. DONG Honghui and Mr. DENG
Zhaoshan as executive directors; Mr. REN Jingfeng
and Mr. YANG Zhigiang as non-executive directors,
and Mr. YANG Zhifeng, Mr. JIANG Guoliang
and Mr. FENG Tao as independent non-executive
directors.
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