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FINANCIAL HIGHLIGHTS
MBEE

For the year ended 31 December 2019, the revenue of the Group amounted to RMB537.5 million,
representing an increase of 12.0% as compared with the year ended 31 December 2018.
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For the year ended 31 December 2019, the gross profit of the Group amounted to RMB144.2
million and the gross profit margin of the Group was 26.8%, representing an increase of 15.6%
and 0.8 percentage points as compared with the year ended 31 December 2018, respectively.
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For the year ended 31 December 2019, the net profit of the Group amounted to RMB78.0 million,
and the net profit margin of the Group was 14.5%, representing an increase of 35.9% and 2.5
percentage points as compared with the year ended 31 December 2018 respectively.
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December 2018.
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2018.
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For the year ended 31 December 2019, the profit attributable to owners of the Company amounted
to RMB67.0 million, representing an increase of 34.5% as compared with the year ended 31
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For the year ended 31 December 2019, the basic earnings per share attributable to owners of the
Company amounted to RMBO0.050, as compared to RMB0.049 for the year ended 31 December
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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”) is pleased to announce the consolidated
annual results of the Group for the year ended 31
December 2019 (the “Reporting Period”), together
with comparative figures for the corresponding year
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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CONSOLIDATED STATEMENT OF PROFIT

OR LOSS AND OTHER COMPREHENSIVE

INCOME
For the year ended 31 December

Revenue
Cost of services

Gross profit

Other income, gains and losses
Administrative expenses
Distribution and selling expenses
Other expenses

Share of results of associates
Finance costs

Profit before tax
Income tax expense

Profit for the year

Other comprehensive income/
(expense)

Items that will not be reclassified
to profit or loss:

Fair value gain/(loss) on equity
instrument at fair value through
other comprehensive income

Income tax relating to items that
will not be reclassified to profit
or loss

Total comprehensive income
for the year
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2019 2018
2019 F 2018 4F
RMB’000 RMB 000
ANE¥Fr ANREETT
537,509 480,091
(393,273) (355,428)
144,236 124,663
11,862 8,110
(39,764) (27,854)
(2,280) (951)
(21,825) (29,967)
(13) —
(1,094) (6,031)
91,122 67,970
(13,091) (10,559)
78,031 57,411
1,795 (604)
(449) (370)
1,346 (974)
79,377 56,437




Profit for the year
attributable to:
— Owners of the Company
— Non-controlling interests

Total comprehensive income
for the year
attributable to:
— Owners of the Company
— Non-controlling interests

Earnings per share
— Basic (RMB)

— Diluted (RMB)
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11,047 7,612

78,031 57,411

67,753 48,825

11,624 7,612

79,377 56,437
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
As at 31 December

NON-CURRENT ASSETS

Property, plant and equipment

Intangible assets

Right-of-use assets

Interests in associates

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
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2019 2018
2019 & 2018 4F
RMB’000 RMB’000
ANE¥FTx ANR¥Tr
81,065 23,531
15,765 16,683
6,310 —

581 —

4,775 2,980
7,971 5,463
24,715 17,467
9,703 2,792
150,885 68,916
5,250 1,983
143,874 142,835
57,120 29,146
274,408 176,973
28,284 26,445
142,206 23,437
651,142 400,819
119,606 84,074
15,264 39,778
44,179 72,885
2,802 —
15,478 3,807
26,598 10,000
223,927 210,544




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
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3,959 99,901
574,141 159,290
55,100 41,413
461,715 90,657
516,815 132,070
57,326 27,220
574,141 159,290




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
For the year ended 31 December 2019

1. GENERAL

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 British Virgin
Island (“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 have been listed on the Main Board
of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 3 January 2019 (the
“Listing”).

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 consolidated financial statements are presented
in Renminbi (“RMB”), which is also the functional
currency of the Company.

2. APPLICATION OF NEW AND
AMENDMENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS
(“IFRSs”)

New and Amendments to IFRSs that are
mandatorily effective for the current year

The Group has applied the following new and
amendments to IFRSs issued by the International
Accounting Standard Board (“IASB”) for the first
time in the current year:

[FRS 16 Leases

[FRIC-Int 23 Uncertainty over Income Tax Treatments

Amendments to [FRS 9 Prepayment Features with Negative
Compensation

Amendments to IAS 19 Plan Amendment, Curtailment or
Settlement

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

Amendments to [FRSs ~ Annual Improvements to [FRSs 2015-
2017 Cycle
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The Group has changed its accounting policies
as a result of adoption “IFRS 16 Leases”. The
impact of the adoption of the 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
period and/or on the disclosures set out in these
announcement.

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 year. IFRS 16 superseded IAS 17
“Leases” (“IAS 17”) and the related interpretations.

(a) Definition of a lease

The Group has elected the practical expedient
to apply IFRS 16 to contracts that were
previously identified as leases applying IAS
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.

(b) As alessee

The Group has applied IFRS 16
retrospectively with the cumulative effect
recognised at the date of initial application,
1 January 2019. As at 1 January 2019, the
Group recognised additional lease liabilities
and measured right-of-use assets at the
carrying amounts as if IFRS 16 had been
applied since commencement date, but
discounted using the incremental borrowing
rates of the relevant group entities at the
date of initial application by applying IFRS
16.C8(b)(i) transition. Any difference at the
date of initial application is recognised in
the opening retained profits and comparative
information has not been restated.
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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) relied on the assessment of whether
leases are onerous by applying IAS 37
“Provisions, Contingent Liabilities and
Contingent Assets” as an alternative of
impairment review;

(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;

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

(iv) applied a single discount rate to
a portfolio of leases with similar
remaining terms for similar class of
underlying assets in similar economic
environment. Specifically, discount rate
for certain leases of properties in the
PRC and Hong Kong was determined on
a portfolio basis; and

(v) used hindsight based on facts and
circumstances as at date of initial
application in determining the lease term
for the Group’s leases with extension
and termination options.

On transition, the Group has made the
following adjustments upon application of
IFRS 16:

The Group recognised lease liabilities of
approximately RMB6,382,000, right-of-
use assets of approximately RMB5,958,000
and deferred tax assets of approximately
RMB62,000 as at 1 January 2019.

When recognising the 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%.
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Operating lease commitments disclosed

as at 31 December 2018

Lease liabilities discounted at relevant
incremental borrowing rates
Less: Recognition exemption — short-term

leases

Lease of low-value assets

Lease liabilities as at 1 January 2019

Analysed as
Current
Non-current

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

included.

Assets:
Right-of-use assets
Deferred tax assets

Liabilities:
Current lease liabilities
Non-current lease liabilities

Reserves:
Retained profits
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New and amendments to IFRSs issued but not yet
effective

The Group has not early applied the following new

and amendments to IFRSs that have been issued but
not yet effective.

[FRS 17 Insurance Contract’
Amendments to IFRS 3 Definition of Business'

Amendments to IFRS 10  Sale or Contribution of Assets between

and TAS 28 an Investor and its Associate or Joint
Venture'
Amendments to IAS 1 Definition of Material’
and TAS 8

Amendments to [FRS 9, Interest Rate Benchmark Reform'
IAS 39 and IFRS 7

Amendment to IAS 1 Classification of Liabilities as Current or
Non-Current’

Effective for annual periods beginning on or
after 1 January 2020

Effective for annual periods beginning on or
after 1 January 2021

Effective for annual periods beginning on or
after 1 January 2022

Effective for annual periods beginning on or
after a date to be determined.

In addition to the above new and amendments
to IFRSs, a revised Conceptual Framework for
Financial Reporting was issued in 2018. Its
consequential amendments, the Amendments to
References to the Conceptual Framework in IFRS
Standards, will be effective for annual periods
beginning on or after 1 January 2020.

The directors of the Company anticipate that the
application of all new and amendments to IFRSs
will have no material impact on the consolidated
financial statements in the foreseeable future.
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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,
ii) 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, review the financial
performance of the Group as a whole prepared
based on the same accounting policies. Accordingly,
the Group has only one single operating segment
and no further discrete financial information nor
analysis of this single segment is presented.

Revenue from major services

The following is an analysis of the Group’s revenue
from its major services:

BRI

Recognised over time

Hazardous waste incineration solutions 15 [ By %% b2 i B ok 7 &2

0 S0 25 P (35 B ) i AR

Pyrolysis solid waste treatment

solutions UE S
Oil sludge thermal desorption treatment i J/é i B = 2 AR 155
services
Technical upgrading services RPN 4 &
Maintenance services A s
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452,990 444,771
22,773 4,064
45,436 10,745
4,119 11,092
12,191 9,419
537,509 480,091




Major customers

Revenue from customers of the corresponding years
contributing over 10% of the total revenue of the
Group are as follows:

Customer A BEA
Customer B %P B
Customer C EFC
* Revenue did not account for 10% or more

of the Group’s revenue during the respective
reporting period.

Geographical information

The Group primarily operates in the PRC.
Substantially all of the Group’s non-current assets,
excluding financial instruments and deferred tax
assets, are located in the PRC, and revenue of the
Group is generated from customers located in the
PRC.

OTHER INCOME, GAINS AND LOSSES

FEEF
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EREFRAMT :

2019 2018
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138,391 187,162
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2019 2018

2019 F 2018 4F

RMB’000 RMB’000

AR%Fr AR ¥Fr

Bank interest income SRATALE U A 1,504 375

Government grants (Note a) B Bl (B i a) 8,106 722

Indemnity compensation (Note b) FAE BB (M7t b) — 3,758

Sundry income AETE IS A 148 —

Other income HoAth e A 9,758 4,855

Net foreign exchange gains A REE U 2t T3 A5 2,107 3,158
Gain on deregistration of investment  FE8— S SERE L

in an associate Wi i — 97

Loss on disposal of a subsidiary Hh R — [ B R 2w Y s 4R (6) —

Gain on disposal of property, plant HEME - BB KA

and equipment, net 2 TR ts 3 _

Other gains and losses HoAth i 25 % s 15 2,104 3,255

11,862 8,110
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Notes: MfE -

(a) Government grants represented immediate (a)  BUN B 5 B 45 T 10 B 5 B
financial support granted by the local W3 H o R B AR R e e > B
governments. There were no specific SRR WA R IR B < I A A A e
conditions attached to the grants and the 7B e
amounts were recognised in profit or loss
upon the receipt of relevant cash.

(b) Indemnity compensation represented the (b)  EATLEHE TS BT 7wk R A B AR
compensation paid by a counterparty for its P 1 fE B B At R B IE H A 4B
default of contract in relation to a hazardous AT EE AR AGHEREE
waste incineration project in Suzhou which 20164F 12 H 31 H IR R L -
was terminated during the year ended 31
December 2016.

FINANCE COSTS 5. BEAE

2019 2018

2019 F 20184F
RMB’000 RMB’000
AERMFT ANRWET T

Interest on bank borrowings SRAT1E FORLE 824 574

Interest on lease liabilities R A LR 270 —

Interest on obligation arising from a AR S T I AR AT Y

put option FIE — 5,457
Total &5l 1,094 6,031
INCOME TAX EXPENSE 6. FEHAX

2019 2018
2019 F 2018 4F
RMB’000 RMB’000
AR¥Fr ANR¥TFor
The income tax expense comprises: A5 A0 B S AL
PRC Enterprise Income Tax (“EIT”): o B A SE TR
(MBI -
— Current tax — Rp AL I 20,389 12,737
— Under/(over)-provision in — R ERE AR
prior year (H BT — (492)
20,389 12,245
Deferred tax 0% A L T (7,298) (1,686)
13,091 10,559

— 14 —




The Company and its subsidiaries, 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
Cayman Islands, BVI or other jurisdiction in both
years.

No provision for Hong Kong profits tax has been
recognised in the consolidated financial statements
in both years as the Group does not have income
which arose in, or derived from Hong Kong.

Pursuant to the Enterprise Income Tax Law
(the “EIT Law”) effective on 1 January, 2008,
Guangzhou Weigang Environment Protection
Technology Limited (“Guangzhou Weigang”)
obtained a “High and New Technology Enterprise”
(the “HNTE”) since 2016 which Guangzhou
Weigang was entitled to a preferential tax rate of
15% from 2019 to 2021 (2018: 2016 to 2018) and
eligible for renewal every three years.

The applicable tax rate of other PRC subsidiaries of

the Company was 25% (2018: 25%) during the year
ended 31 December 2019.
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7.

PROFIT BEFORE TAX

Profit before tax has been arrived
at after charging/(crediting):

Staff costs (including directors’
emoluments)
Directors’ remuneration
Other staff:
— Salaries and other benefits
— Bonus
— Contributions to retirement benefits
scheme
— Share-based payment expenses

Total staff costs

Auditor’s remuneration

Research and development costs
(included in other expenses)*

Listing expenses (included in other
expenses)

Loss on disposal of a subsidiary

Depreciation of property, plant and
equipment

Depreciation of right-of-use assets

Amortisation of intangible assets

Allowance for impairment of/(reversal
of allowance for) trade and note
receivables (included in other
expenses)
Allowance for impairment of contract
assets (included in other expenses)
Gain on disposal of property plant and
equipment

Reversal of impairment loss on
advance to a supplier

Minimum operating lease payments

7. BRBAFE

2019 2018
2019 £ 2018 4F
RMB’000 RMB’000
AR¥FT NRBFor
s (FEA) Rl HER
s B i )
B TRA (5% HE4)
= 5 3,272 1,527
HAh§ T :
— 7 4 B At 4 ) 32,147 23,317
— fLAL 3,500 2,397
— RRAE R ETH 3k
6,340 2,261
— DAy 2 FEBRE ) S A5 B S 1,071 1,954
408 Tl 46,330 31,456
2% S 357 1,746 1,810
WF8E AR (R A A B &) *
21,058 16,799
BB S (FEA H A B 52)
— 12,270
Hb A — ] B g 2 F Y e 4R 6 -
E N Y SRR
3,559 1,726
RS E T 2,051
TV & B 945 413
& T E S R IE T I A R 4
WA (BRI
(FF A H A B 2)
650 (1,174)
G K WAE R (R AR
B =7) 117 2,073
HEYZE - B K I
3) —
185 [ BiL ] £ 8 P 1 ) B K
A BE Y ek e 18 — (183)
AR S B AT 3K 744 2,528

Amount included staff costs of approximately
RMBS,770,000 (2018: RMB7,238,000),
and material and other related costs of
approximately RMB12,288,000 (2018:
RMB9,561,000) for the year ended 31
December 2019.
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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 &

BREF
AN TR AT NG A S R A I 4 v 2 )

Earnings for the purpose of calculating F DA 5158 & A% FE A K 8 vk
basic and diluted earnings per share BRI A (RN FHA N

(profit for the year attributable to the {4 A A1)

owners of the Company)

W RHE T3 R 5 B
2019 2018
2019 5 2018 4F
RMB’000 RMB 000
AR FT NERWTFIr
66,984 49,799

1,331,622,830 1,013,854,480

Number of shares e B

Number of shares for the purpose of i LLFH&E & B FA L FAY
calculating basic earnings per share Ji& 3 B

Effect of dilutive potential ordinary e VA L i
shares:
Share options i 15 E

31,830,822 29,274,881

Number of shares for the purpose of  f DL FH5 45 B4 2 A Y

calculating diluted earnings per share )& &

The computation of diluted earnings per share
during the year ended 31 December 2018 does
not assume the exercise of put option by the non-
controlling shareholder of a subsidiary as the
exercise of the put option would result in an
increase of earnings per share for the year ended
31 December 2018. The computation of diluted
earnings per share during the year ended 31
December 2019 and 2018 has adjusted to reflect the
effect of the exercise of all dilutive share options.

DIVIDENDS
No dividend has been paid or declared by the
Company since its incorporation, nor has any

dividend been proposed since the end of the years
ended 31 December 2019 and 2018.
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10.

TRADE AND NOTE RECEIVABLES

Trade receivables
Less: allowance for impairment

Note receivables JRES 2 4
Total trade and note receivables B 5y e R IA

The Group normally allows a credit period ranging
from within 90 days (2018: within 90 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 0x90H

91 - 180 days 91 2180 H

181 - 365 days 181 £365 H
Over 365 days 365 HLL |

Note receivables are bank acceptance notes and
the average aging is within 90 days (2018: within
90 days) based on the issuance date, which
management believes that no impairment allowance
is necessary as there is no significant change in
credit quality and the balances are considered fully
recoverable. As at 31 December 2019 and 2018, all
the amounts of note receivable were endorsed to
settle trade payables and not derecognised until the
maturity date of the notes.

The management of the Group considers the note

receivables are issued by the banks with high credit
rating and the probability of default is low.

— 18 —
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10. ESEWRERERERE
2019 2018
2019 F 2018 4F
RMB’000 RMB’000
ANRE T ANE¥Tor
123,008 130,252
(3,798) (3,148)
119,210 127,104
24,664 15,731
T i B A 143,874 142,835

AEB— B EHEF®RT0HNK
HA) s &1 -

N OCHCA B 5 BRI (5 AR A
%ﬂﬁﬁ%%%ﬁM%ﬁiﬁiiﬁf
H ) 2 S (e A ) A MRdi 0 T

2019 2018
2019 & 2018 4F
RMB’000 RMB’000
ARE T T ANEHTor
75,109 96,892
24,944 19,213
16,413 6,759
2,744 4,240
119,210 127,104

JRE A SE U A AR AT K S B PR > H R R
?H%%%ﬁ% 45590 H A (2018 4F -

> ”‘:IEJE F’r Hﬂﬁ/%n%gi
ﬁiﬁ“ﬁ&&# 5 AR ER A ] R Bk
[ > ﬁﬁﬁﬁﬁﬁﬂﬁﬁﬁ 2019 4
&2ms&nzﬂ3la BEEEIA B

SRR I SH DL EEEH KIH > H A
T%Q%Hﬁ$\ RS
AL R o % R B

ﬁmhhﬁﬂ&L%ﬂ%ﬁ@ﬁ%ﬁﬁ
T LB AT



Movement in the allowance for impairment for trade
receivables:

Balance at the beginning of the year ) 4R

Impairment losses recognised R ol (2 e 1R
Impairment losses reversed L AEIREREN F =
Balance at the end of the year ARG R

The Group applies the IFRS 9 simplified approach
to measure ECL which uses a lifetime ECL model.
Trade receivables have been assessed individually
based on each customer’s credit risk characteristics
and the historical observed default rates adjusted by
forward-looking estimates. The contract assets relate
to unbilled work in progress and have substantially
the same risk characteristics as the trade receivables
for the same types of contracts. The Group has
therefore estimated the expected loss rates for the
trade receivables and the contract assets on the
same basis.

The expected loss rates, which ranged from 0.1% to
21.0% (2018: 0.1% to 19.5%) for those not credit-
impaired trade receivables and contract assets and was
100% for those credit-impaired trade receivables
and contract assets, are estimated based on the
exposure to default of each customer, payment
history of the customer, the existing relationship
with the customer and study on corporate default
and recovery data from international credit-
rating agencies including Moody’s and Standard
and Poor’s, and are adjusted for forward-looking
information (for example, the macroeconomic
factors affecting the industry and the impact that
may result in customer ability to make payments)
that is available without undue cost or effort.
Such forward-looking information is used by the
management of the Group to assess both the current
as well as the forecast direction of conditions at the
reporting date. The Group rebutted the presumption
of default under ECL mode for trade receivables
over 90 days past due based on the good repayment
records for those customers and continuous business
with the Group.
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2019 2018
2019 F 2018 4F
RMB’000 RMB 000
AR FT NBRWF T
3,148 4,322
2,171 2,506
(1,521) (3,680)
3,798 3,148
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11.

CONTRACT ASSETS/LIABILITIES

Contract assets

Contract liabilities HH

As at 31 December 2019, contract assets
included retention receivables of approximately
RMB25,737,000 (2018: RMB9,209,000), were
held by customers under contracts as arising from
performance under hazardous waste incineration
solutions services, pyrolysis solid waste treatments
solutions services and technical upgrading services.
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.

As at 31 December 2019, the allowance for
impairment of contract assets was approximately
RMB4,040,000 (2018: RMB3,923,000).

The changes in contract assets and liabilities were
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.

The contract assets are subject to ECL assessment
same as the trade and note receivables as detailed in
Note 10.

During the year ended 31 December 2019, the
lifetime ECL allowance for contract assets
amounting to approximately RMB117,000 (2018:
RMB2,073,000) was recognised in profit or loss.
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2019 2018
2019 F 2018 4F
RMB’000 RMB 000
AR FT NR¥For
274,408 176,973
44,179 72,885

R2019% 12 H31H > B s EAT G M
JaE W 58 JEE R PR U T RS~ A R
ft5] H JBE ) i R R T 2 MRS B il T
&L MEEE SR EE > OB
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12.

TRADE PAYABLES

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

0 - 90 days 0290 H

91 - 180 days 91 2180 H

181 - 365 days 181 365 H
Over 365 days 365 HLL

There is no specific credit period granted on
purchase of goods and services. All of the trade
payables are expected to be settled or recognised as
income within one year or are repayable on demand.

12. ESEAMARKE

R B I T 7 2 0 00
SR 52 5 e BB ST -

2019 2018

2019 5 2018 4F
RMB’000 RMB 000
AR FT NERWTFIr
98,797 80,692
15,707 952
4,576 2,271

526 159
119,606 84,074

7R ) Sl A 0 R A e RS AR T
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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 conducts 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 2019, the Group primarily engaged in and
generated a substantial portion of the revenue
from the design, integration and commissioning
of hazardous waste incineration systems in
China.

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
2019, the Group completed 8 more hazardous
waste incineration projects with an aggregate
designed disposal capacity of approximately
220,000 tonnes per annum. As at 31 December
2019, the Group took 18 outstanding hazardous
waste incineration projects on hand, covering
18 cities in China with an aggregate designed
disposal capacity of approximately 458,000
tonnes per annum. The table below sets out
the summary of the completed hazardous
waste incineration projects in 2019 and the
outstanding hazardous waste incineration
projects as at 31 December 2019:

BEERENWE DT

I.

E 3 JE1) -

AR o] v B 4 5T ) A 1 B B )
fot i R A PR T ARG T > R
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Rk o BRFE AL BIAE fE B B2 W) AL 52
Ja 7 AT W14 A B S TSR > AR SR 1
L 1 SR 765 4k e 2 (] o 9 o L ) L A
SR 8 BAJBE R~ T R ) ) e
SRR i B e K U (] W AT i [
B o AN SR B B R BAL R 55 R R A B 1)
PG EE > Sl C s B 1 0 73 B % g
SR PR B i) 16 R B ) B FHIE

20194 » A 42 [ 32 2 AE rp ) 2 48
fa b B W) A B iR B R R ET ~ SRR
Kk o 3l B H b AR K — ik
A o

RAGRBYRBEERRLTR

2019 4E i » AL 5E AL T 120 &
e JB% 4 % o e - T I 7 AE B A A
N TAREBMWET o BEFEET
JiE B AE 1 55 215,000 ME 4E o 22019
M ARBEEINER T AL EEY
R EIEH - REIEEHE B
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Completed hazardous waste incineration

projects in 2019:

No.

L

Project

5H

Shandong Weifang hazardous waste incineration
project

Taixing economic development area hazardous
waste incineration project

Shanghai hazardous waste incineration project

Jiangxi Ganzhou hazardous waste incineration
project

Nantong hazardous waste incineration project

Fuzhou hazardous waste incineration project

Suzhou industry park hazardous waste incineration

project
Tangshan hazardous waste incineration project

Total

Completed project is defined as which the
system functionality evaluation is completed.

T 2019 4F ¥ T4 fis B JB% W) 5% 158 0

JEH :

SR s g B B B IR H

7 B ) 8 I R S R
HH

i fe R pEIE EIR H

VLT 6 fe o 3 2 BT

I fE e ) B e i BT
AR T A By R ) B i R H
BN TS R fe B e A e i
JHH

JE L e B o 38 2 e L TE

s
ey A

Designed

Disposal/
Treatment

Capacity

(tonnes per annum)
RitRE/ BREREN
(/%)

50,000
30,000

25,000
20,000

25,000
20,000
30,000
20,000

220,000

¥ DR TIEHRE R SR RETE

AT -
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Outstanding hazardous waste incineration

projects as at 31 December 2019:

No.

L

SN D B W N —

10
11

12
13

14

15
16
17
18

Project

5H

Yantai hazardous waste incineration project

Xiamen hazardous waste incineration project

Shaoxing hazardous waste incineration project

Guizhou hazardous waste incineration project

North Bay hazardous waste incineration project

Jiangsu Changqing Nonghua Nantong hazardous
waste incineration project

Hangzhou 3rd solid waste treatment center
project |

Xinjiang Bazhou hazardous waste and solid waste
treatment center project

Jilin hazardous waste incineration project

Guangzhou hazardous waste incineration project

Hubei Yaojiagang industrial waste treatment and
utilisation project [

Zhuhai hazardous waste incineration project

Sichuan Chengdu hazardous waste incineration
project 11

Jiangsu Nanjing hazardous waste incineration
Project

Foshan hazardous waste incineration project

Dongguan hazardous wasteincineration project

Henan Puyang hazardous waste incineration project

Sichuan Zigong industry hazardous waste treatment
project

Total

A20194F12 A 31 H i K 58 119 f&

EEYI R EIEE
Designed
Disposal/
Treatment
Capacity
(tonnes per annum)
RIEE/RERES
(8, %)
W A fi JBE A i i L T 30,000
1) £ B s ) A R R E TR H 20,000
AR LA B BRI A% R B IH H 20,000
BN G R s B R B 20,000
U A e 0 5 A LR 16,500
TR EICEEGREEY 22,500
BB R EIE H
BN 55 = g i L — I BE E 60,000
3o L R % e L 20,000
JEH
WA B ) B R T 20,000
JEE M 6 B s 0y % i R 33,000
WAL K it T 2E ) i 2R K R 30,000
fLIEH—
TR A B ) A A i T 20,000
V)1 S £ 4 i o — 3 30,000
TLRR P o fa B s ) S ek B IR H 21,000
1L o 5 i 8 EL 30,000
WO B R B I H 20,000
] Pl B8 7 1 B 4 A L R 15,000
e E TEEREYREERE 30,000
st 458,000
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(i) General increase in market demand

There was a general increase in market
demand driven by various factors such as
the increasing hazardous waste suitable
for incineration, the increasing number of
centralised incineration facilities as well
as favourable government policy support.

(ii) Increased customer recognition

The Group has been focusing on
hazardous waste incineration treatment
solutions to the facility operators and
other customers with large solid waste
output and environmental compliance
needs. With many years of experience,
the Group has gradually accumulated an
extensive knowledge pool and has built its
brand recognition among hazardous waste
treatment facility operators in China. The
increased customer recognition facilitates
the Group’s exploration of new customers
and it is able to obtain more projects
through customers’ referral.

Provision of Oil Sludge Thermal Desorption
Solution

In 2019, the second thermal desorption project
of the Group which located in Karamay,
Xinjiang, has already commenced operation.

In 2019, the thermal desorption projects of the
Group generated revenue amounted to RMB45.4
million.

Provision of Pyrolysis Treatment of Solid
Waste Solution

In 2019, the Group continued to explore
the demand of market by developing and
commercializing solutions for a number of new
solid waste treatment applications.

Provision of Cement Plant Co-treatment of
Hazardous Waste Solution

In 2019, we had entered into a formal contract
with a well-known cement producer for the co-
treatment project which located in Guangdong
province, and we expect the project will
commence operation in 2020.
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I1.

FINANCIAL POSITION AND OPERATING
RESULTS

The overall operating results of the Group for
2019 has grown substantially as compared with
2018; and the financial conditions of the Group
for 2019 maintained steady which strongly
supported the Group’s strategic development.
The operating revenue continued to increase
as the Group successfully seized strategic
opportunities under the enhanced environmental
management in the PRC, which leads to that the
profit increased substantially as compared to
that of 2018. The Group continued to maintain
sufficient cash resources, which in turn, helps
to lay a solid foundation for the Group’s future
development.

Revenue

Revenue increased by 12.0% from RMB480.1
million for the year ended 31 December 2018
to RMB537.5 million for the year ended 31
December 2019. This increase was mainly
attributable to: 1) the growth of our hazardous
waste incineration treatment business; and
2) the Group successfully tapped into the oil
sludge thermal desorption solution market and
pyrolysis solid waste treatment solution market.

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,
pyrolysis solid waste treatment solutions and
other services including technical upgrading
and maintenance services.

Revenue from hazardous waste incineration
solutions increased by 1.8% from RMB444.8
million for the year ended 31 December 2018
to RMB453.0 million for the year ended 31
December 2019. This increase was mainly
driven by a combination of favourable factors:
1) general increase in market demand; and 2)
increased customer recognition of the Group.
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The Group’s revenue generated from the
provision of oil sludge thermal desorption
solution for the year ended 31 December 2019
amounted to RMB45.4 million (2018: RMB10.7
million), which were attributable to the Group’s
first oil sludge thermal desorption project
commenced operation in 2018 and the Group’s
second oil sludge thermal desorption project
commenced operation in 2019.

The Group recognized revenue from the
provision of pyrolysis treatment of solid waste
solution for the year ended 31 December 2019
amounted to RMB22.8 million (2018: RMB4.1
million) due to the Group’s pyrolysis treatment
project of waste new energy batteries progress
in 2019.

Revenue from other services (including
technical upgrading services and maintenance
services) decreased by 20.5% from RMB20.5
million for the year ended 31 December 2018
to RMB16.3 million for the year ended 31
December 2019. This decrease was attributable
to the revenue from technical upgrading
services decreased as customers’ demand is
occasional.

Cost of Services

Cost of services increased by 10.7% from
RMB355.4 million for the year ended 31
December 2018 to RMB393.3 million for the
year ended 31 December 2019. This increase
was mainly attributable to the increase in cost
of services for the Group’s hazardous waste
incineration treatment business, provision of
oil sludge thermal desorption solution and
provision of pyrolysis treatment of solid waste
solution.

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 6.8% from RMB331.2 million for the
year ended 31 December 2018 to RMB353.6
million for the year ended 31 December 2019.
This increase was mainly due to the Group’s
expansion in hazardous waste incineration
business.

The Group’s cost of services generated for
provision of oil sludge thermal desorption
solution for the year ended 31 December
2019 amounted to RMB14.8 million (2018:
RMB2.8 million), which were attributable to
the Group’s first oil sludge thermal desorption
project commenced operation in 2018 and the
Group’s second oil sludge thermal desorption
project commenced operation in 2019. The cost
of services for provision of oil sludge thermal
desorption solution primarily consist of energy
consumption, depreciation, staff cost and other
miscellaneous expenses.

The Group’s cost of services generated for
provision of pyrolysis treatment of solid waste
solution for the year ended 31 December 2019
amounted to RMB12.5 million (2018: RMB2.9
million) due to the Group’s pyrolysis treatment
project of waste new energy batteries progress
in 2019.

Cost of services for other services decreased
by 33.0% from RMBI18.5 million for the year
ended 31 December 2018 to RMB12.4 million
for the year ended 31 December 2019. This
decrease was in line with the Group’s other
services revenue, which decreased in 2019
compared with 2018.

Gross Profit and Gross Profit Margin

The Group’s gross profit increased by 15.6%
from RMB124.7 million for the year 2018 to
RMB144.2 million for the year 2019, while the
gross profit margin increase from 26.0% for the
year ended 31 December 2018 to 26.8% for the
year ended 31 December 2019.

_ 28 —

A A [ A5 B 8% W) A8 0 i E SR RS I IR
WA 22018412 A 31 H IF4F
B NR®331.2FH &0k ine.s8% &
HE219F12H31HIFEEWM AR
¥ 353.6 A M T o #Z iR 35 E B R
A £ [ 7 1 g B 1) 56 e i L 1) SE T O
% o

HE2019F 1231 HILFEE » A%k
5] 2e [ 2 1AL i T8 20 B B AR D O R
R BS b AS 25 N R 14.8 H B o6 (2018
o NRW2.8HE L) » BRI ALE
@é@@ﬁﬁ%Wﬁaaﬂmmﬁ
B Uf 5 4 ﬁﬁ%l“‘@@%ﬂ%
WQEEmeﬁﬁﬁ o o PR
mw&%m%%%%%m%&ﬁz%
BIGREIRAER ~ ¥T8 - AN LA R H
At A TE B 32

HE219F 1231 HILFEE > RE
l%ﬁ%hl%%%%ﬂhﬂm?ﬂ
FR T Z R A NR #1255
%iummﬁ?/k%%zqﬁiﬁ g
Hy A 2 4 3] 7 2019 4F HE 4T 1 RE TR 3
Wb A R o

AH H A R B R B R A A R
20184F 12 A3IH IEFEEM NR K
18.5 H H Ll 33.0% £ # £ 2019
12 A 31 HIFFEMAR¥ 1248 &
JG ° #Z kD BLACAE [ 2 HAB IR A
—5 ﬁﬁ%mwﬁﬁmw¢ﬁ9o

EFNRERNE

AR E A RE20184F ) N R
124.7 A B JC 1IN 15.6% £ 2019 4F Y
NR¥ 1442 7 &0 > 1 BF R0
F20184F 12 A 31 H 1k 4F FE #)26.0%
HMmEHE 2019412 A31 H IEFE
19 26.8% o



The following table sets out the Group’s gross
profit and gross profit margin for each of the
business segments for the periods stated.

Hazardous waste incineration solutions

Pyrolysis solid waste treatment solutions REARERBEEE
L YTE S

Ol sludge thermal desorption treatment services VB S I & B MR B

Technical upgrading services A

Maintenance services s

Total At

The gross profit of hazardous waste
incineration solutions decreased by 12.5%
from RMB113.6 million for the year ended 31
December 2018 to RMB99.4 million for the
year ended 31 December 2019. This decrease
was mainly attributable to the gross profit
margin decreased. The gross profit margin
of hazardous waste incineration solutions
decreased from 25.5% for the year ended 31
December 2018 to 21.9% for the year ended
31 December 2019 primarily due to (i) the
Company has adjusted the project price of the
hazardous waste incineration solutions in view
of the intense competition in the market and in
order to maintain our leading market share; and
(i1) the Company has procured equipment and
materials with higher cost for installation of
certain hazardous incineration systems so as to
improve the quality of our systems, enhance our
corporate brand and maintain better relationship
with our customers.

_29__

fi b B B BRI B AR

RGN Pl S PR A £ A% SE S
HRE B A LB A -

Gross profit GP margin
] £
2019 2018 2019 2018

WI9E 2018 WI9E 20184

RMB million ~ RMB million
AREEET \RFEET

994 113.6 21.9% 25.5%
103 12 45.2% 29.3%
30.6 79 07.4% 73.8%
0.3 0.6 1.3% 5.4%
3.0 14 29.5% 14.9%
144.2 1247 26.8% 26.0%

e B B W) A R i R B T R B R
R E2018F12H31H 1IE 4 EF W
ANRM113.6 B & il D 12.5% 2 #
F20194E12 H31 H IH4EE I N R ¥
99.4 F E G ° %I Y B I A B A
R o fE B BEY) B8 I R A T &
1B F R E 2018412 A31 H 1k
A RE ) 25.5% 08 0 B £ 20194 12
H31HIEFER21.9% » EEHR (1)
BE AT 5 0 N I B AR SE S T
UYEE > AR T G RREY) BER
B PTZWIEEER 5 K Gi) AR
FRMARLNE & - TR A
i WL N AR B RGP BRAR o AR
A) AR I AR BRI T R N A T
e g JBE W) 58 e 2R 2 1) R B A R o



The gross profit of provision of pyrolysis
treatment of solid waste solution for the
year ended 31 December 2019 amounted to
RMB10.3 million (2018: RMBI1.2 million),
which were attributable to the Group’s
pyrolysis treatment project of waste new energy
batteries progress in 2019. The gross profit
margin of pyrolysis treatment of solid waste
solution increased from 29.3% for the year
ended 31 December 2018 to 45.2% for the
year ended 31 December 2019 primarily due to
the gross profit margin of pyrolysis treatment
project of waste new energy batteries progress
in 2019 was higher than the pyrolysis treatment
project progress in 2018.

The gross profit of provision of oil sludge
thermal desorption solution for the year ended
31 December 2019 amounted to RMB30.6
million (2018: RMB7.9 million), which were
attributable to the Group’s first oil sludge
thermal desorption project commenced
operation in 2018 and the Group’s second oil
sludge thermal desorption project commenced
operation in 2019. The gross profit margin
of provision of oil sludge thermal desorption
solution decreased from 73.8% for the year
ended 31 December 2018 to 67.4% for the year
ended 31 December 2019 primarily due to the
treatment fee of the Group’s second oil sludge
thermal desorption project was lower than the
first one.

The gross profit of other services increased
by 95% from RMB2.0 million for the year
ended 31 December 2018 to RMB3.9 million
for the year ended 31 December 2019. This
increase was attributable to the customers’
demand for maintenance of hazardous waste
incineration projects increase, which is in line
with the Group’s expansion in hazardous waste
incineration business. The gross profit margin of
other services increased from 9.8% for the year
ended 31 December 2018 to 23.9% for the year
ended 31 December 2019 primarily due to the
proportion of the maintenance services in the
total other services increase, which had higher
gross profit margin than the technical upgrading
services.
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Other Income, Gains and Losses

The Group’s other income and gains increased
by 46.9% from RMBS&.1 million for the year
ended 31 December 2018 to RMBI11.9 million
for the year ended 31 December 2019, primarily
attributable to government grants received for
Listing amounted to RMBS8.1 million.

Administrative Expenses

The Group’s administrative expenses increased
by 42.7% from RMB27.9 million for the year
ended 31 December 2018 to RMB39.8 million
for the year ended 31 December 2019, primarily
attributable to (i) an increase in staff salaries and
benefits of RMBS5.0 million as the Group has
hired more staff for role of management, finance
and administration for the business growth;
(i1) an increase in professional fees of RMB2.6
million as more professionals has been engaged
to provide consultancy services in relation to
the business operations, financial management,
strategic development and post listing
compliance matters; (iii) an increase in director
fee of RMBI1.8 million as the director fee only
incurred after the Listing since 3 January 2019;
(iv) an increase in entertainment fee of RMB1.1
million as the Group intended to explore the
new market; and (v) an increase in depreciation
fee of RMBI1.0 million as the Group’s first
thermal desorption project commenced operation
in 2018Q4 and the second project commenced
operation in 2019.

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.

The listing expenses of the Company was nil
for the year ended 31 December 2019 as the
Listing completed on 3 January 2019 (2018:
RMB 12.3 million).
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The Group’s research and development
expenses increased by 25.6% from RMBI16.8
million for the year ended 31 December 2018
to RMB21.1 million for the year ended 31
December 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 81.7%
from RMB6.0 million for the year ended 31
December 2018 to RMBI1.1 million for the year
ended 31 December 2019, primarily attributable
to the interest on obligation arising from a put
option amounted to RMBS5.5 million for the
year ended 31 December 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.

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 is 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 2019
without any payment to Orient Landscape.
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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 year ended 31 December 2019 (2018:
25%). Guangzhou Weigang was recognised as a
“High and New Technology Enterprise” in 2019
again and was entitled to a preferential PRC
income tax rate of 15% for each of 2019, 2020
and 2021 and such recognition can be applied
for renewal every three years.

The Group’s effective tax rate decreased from
15.6% for the year ended 31 December 2018 to
14.5% for the year ended 31 December 2019,
primarily due to the Group had super-deduction
on R&D expenses for income tax amounted
to RMB3.5 million for the year ended 31
December 2019.

Profit for the Year

Profit for the year increased by 35.9% from
RMB57.4 million for the year ended 31
December 2018 to RMB78.0 million for the
year ended 31 December 2019 mainly due to
the Groups rapid growth in business. The net
profit margin increased from 12.0% for the year
ended 31 December 2018 to 14.5% for the year
ended 31 December 2019 mainly due to the
increase of gross profit margin and no Listing
expenses incurred in 2019.

Trade and note receivables

The increase in trade and note receivables from
RMB142.8 million as at 31 December 2018 to
RMB143.9 million as at 31 December 2019 was
primarily due to an increase in the total number
of ongoing hazardous waste incineration
projects.
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The average trade receivables turnover days
increased from 67.1 days in 2018 to 83.6 days
in 2019 as the management allowed relatively
longer turnover days for the receivables for oil
sludge thermal desorption treatment services,
which is also a common practice to deal with
the oil production entity.

Trade payables

The increase in trade payables from RMBS84.1
million as at 31 December 2018 to RMB119.6
million as at 31 December 2019 was primarily
due to an increase in the procurement of
equipment and materials, as well as sub-
contracting services which was generally in
line with the expanded business and number
of outstanding projects of hazardous waste
incineration at the end of 2019.

The average trade payables turnover days
increased from 60.1 days in 2018 to 94.5 days
in 2019 as the Group intended to better manage
liquidity and cash flow.

Contract assets

The increase in contract assets from RMB177.0
million as at 31 December 2018 to RMB274.4
million as at 31 December 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 RMB44.2 million as at 31 December
2019 was primarily due to the Group speed
up the progress of ongoing hazardous waste
incineration projects.

Bank Borrowings

As at 31 December 2019, the Group had bank
borrowings of RMB26.6 million provided by
two commercial banks in China with personal
guarantees provided by the Group’s controlling
shareholder, Mr. Cai Zhuhua, and his spouse,
Ms. Huang Ying (2018: RMB10.0 million).
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Capital Expenditure

For the year ended 31 December 2019, the
Group’s material capital expenditure amounted
to approximately RMB73.8 million (2018:
RMB11.7 million), mainly used for (1) the
purchase of oil sludge treatment facility for the
Group’s second thermal desorption project in
Karamay; (2) the purchase of Cement Plant Co-
treatment facility for a project in Guangdong;
(3) the purchase of pyrolysis solid waste
treatment facility for a project in Sichuan
and another project in Shandong; and (4) the
remaining payment amount of patents for
pyrolysis solid waste treatment methods, which
was purchased in 2018.

Capital Commitment

As at 31 December 2019, the Group had capital
commitment amounted to RMB13.0 million
(2018: RMB4.6 million) which consisted mainly
of payments to be made for (1) the Cement
Plant Co-treatment project in Guangdong; (2)
the pyrolysis solid waste treatment project in
Sichuan.

Pledge of Assets

As at 31 December 2019, the Group had
pledged deposits of RMB53.0 million (2018:
RMB43.9 million) mainly for (1) deposit for
bank acceptance which the Groups issued to its
suppliers; and (2) deposit for bank guarantee
given to several customers for performance
obligation fulfilment.

Contingent Liabilities

As at 31 December 2019, the Group had no
material contingent liabilities.
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I11.

Gearing Ratio

As at 31 December 2019, the current assets
of the Group were approximately RMB651.1
million, total assets were approximately
RMB802.0 million, current liabilities were
approximately RMB223.9 million and total
liabilities were approximately RMB227.9
million. The gearing ratio (total liabilities/total
assets) of the Group was approximately 28.4%
(2018: 66.1%).

PROSPECTS

In recent years, the PRC government has over
time introduced a series of policies that have
far-reaching impact on the development of
the environmental protection industry, and
promoted the sustained and rapid development
of environmental protection. The realisation of
“Beautiful China initiative” and “Ecological
Civilization” has been written into the PRC
Constitution, highlighting the importance
of ecological civilization construction in
the overall layout of the country, and the
construction of ecological civilization has risen
to the level of national will. With a strong
support from national policies, the demand
for solid waste treatment will continue to
grow. The Group will seize these development
opportunities by virtue of its own strength
and a leading solid waste treatment solutions
provider in China.

The novel coronaries outbreak in early 2020,
which has caused disruption to businesses and
market uncertainties in the affected regions,
may further impose a negative impact on the
economy. Taking into account the challenge for
epidemic prevention presented by the Group’s
geographically dispersed business presence and
staff deployment, the Group has also swiftly set
up a epidemic prevention regime comprising
the head office and the project companies,
with specific duties, tasks and guidelines for
epidemic prevention allocated to ensure that
there would be no blind spots in epidemic
prevention. The impact of the epidemic of
coronavirus on the operation status of the
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Group has been controllable as a result of the
adoption of the plans mentioned above, and
whether the Group will be further impacted
is subject to the evolution of the epidemic in
China.

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 with the
resources from strategic shareholders, the
capital market network, and its strong R&D
capabilities. 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,
maximize shareholder returns. Looking forward,
the Group will carry out the following tasks
with its existing advantages:

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

The Group will focus on: (1) further improving
technics on hazardous waste incineration
treatments; (2) continue to cultivate customer
relationships as well as explore new customers
in both China and oversea markets; (3) facilitate
more frequent communications and provide
more comprehensive value-add services with
industry participants; and (4) further investment
on other area of hazardous waste treatment,
including applying the facilities of oil sludge
thermal desorption technology, upgrading
cement production facilities to implement
hazardous waste cooperative disposal system
and etc.

Grasp more business opportunities on solid
waste treatment through industrialization of
pyrolysis technology

The Group will explore the demand of market
by developing and commercializing solutions
for a number of new solid waste treatment
applications such as with respect to waste new
energy batteries and waste paper residues.
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Further enhance our competitiveness and
risk management with the adoption of more
project models

The Group will continue to seek opportunities
to participate in solid waste treatment projects
by exploring different project models, such as
the first operation and maintenance services
project, an oil sludge treatment facility designed
and commissioned in Karamay. In future, the
Group may also consider investing in and/or
operating its own solid waste treatment projects
as primary or joint project owner in other new
area of solid waste treatment industry.

Utilize capital market platform to realize
enterprise value appreciation

While developing business and expanding the
markets, the Group will leverage its strong
capital strength to enter the fields of solid
waste treatment through various approaches,
such as technology cooperation, investment,
mergers and acquisitions, so as to build an
integrated environmental industry group.

EMPLOYEE AND REMUNERATION POLICIES

A remuneration committee was set up for reviewing
the Group’s emolument policy and structure for all
remuneration of the Directors and senior management
of the Group, having regard to the Group’s operating
results, individual performance of the Directors and
senior management and comparable market practices.

As at 31 December 2019, the Group employed 230
employees (2018: 200 employees), among which
approximately 150 were personnel conducting R&D,
project management and execution for our business.

Remuneration of Directors is determined based
on their roles and duties and with reference to the
market conditions, the Company’s remuneration
policy and the prevailing market conditions, subject
to the approval by the shareholders in the general
meeting.
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USE OF PROCEEDS

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 year ended 31 December 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’).

Unit: RMB million

s - ARG HE T

Utilisation of the pyrolysis
technology for the treatment of
various types of solid waste

JELAE R 45 S5 8 5 0 2L 1) 90 4
SR B

Establishment of a research and
engineering centre

JRAE BT B AR O

Commercialisation of oil sludge
thermal desorption technology

JHLAE St 08 0 PR 5 1 9 7 S 4L

Invest in and operate the business
of cement plant parallel kiln co-
treatment solutions
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Working capital and general
corporate use
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Total
st

Net proceeds

from

the global

offering
2R
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REFHE

90.9

45.4

34.1

34.1

22.7

Utilisation
up to

31 December
2019
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8.6

13.1
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Unutilised Expected timeline
amount of the unutilised amount
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27.8 The unutilised amount is
expected to be fully utilised
by the second half of 2023

A8 BRI ERE 2023 4T
A 42 AR ) 52 B

45.4 The unutilised amount is
expected to be fully utilised
by the second half of 2023

R & B HE 2023 41
AR i AT 5 R

25.5 The unutilised amount is
expected to be fully utilised
by the second half of 2023
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AR i A AR ) 52 B

21.0 The unutilised amount is
expected to be fully utilised
by the second half of 2023
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227.2

107.5

119.7



OTHER INFORMATION

PURCHASE, SALE AND REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

Neither the Company nor any member of the
Group has purchased, sold or redeemed any of the
Company’s shares during the period under review.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Group is committed to maintaining high
standards of corporate governance to safeguard the
interests of shareholders and to enhance corporate
value and accountability. The Company has adopted
the principles and code provisions as set out in
the Corporate Governance Code (the “CG Code”)
contained in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange (the
“Listing Rules”) during the Reporting Period.

Pursuant to the 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. 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 for a decade. 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 sufficient number thereof being independent
non-executive directors of the Company. The
Company will review the current structure when and
as it becomes appropriate.

Save as disclosed above, the Company has complied

with the applicable code provisions of the CG Code
during the Reporting Period.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set
out in Appendix 10 to the Listing Rules as its code
of conduct regarding dealings in the securities of
the Company. Having made specific enquiry of all
the Directors of the Company, all the Directors
confirmed that they have strictly complied with the
required standards set out in the Model Code during
the period.

The Board has also adopted the Model Code to
regulate all dealings by relevant employees who
are likely to be in possession of unpublished
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. No incident of non-
compliance with the Model Code by the Company’s
relevant employees has been noted during the
Reporting Period after making reasonable enquiry.

FINAL DIVIDEND

The Board has resolved not to recommend the
payment of any final dividend for the year ended 31
December 2019.

AUDIT COMMITTEE

The Group’s annual results for 2019 have been
reviewed by the Audit Committee of the Company.

The Audit Committee has considered and reviewed
the Group’s annual results for the year ended 31
December 2019, the accounting principles and
practices adopted by the Company and the Group
and discussed matters in relation to internal control
and financial reporting with the management. The
Audit Committee considers that the annual financial
results for the year ended 31 December 2019 are in
compliance with the relevant accounting standards,
rules and regulations and appropriate disclosures
have been duly made.
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SCOPE OF WORK OF BAKER TILLY HONG
KONG LIMITED

The figures in respect of the Group’s consolidated
statement of financial position, consolidated
statement of profit or loss and other comprehensive
income and the related notes thereto for the
year ended 31 December 2019 as set out in the
preliminary announcement have been agreed by
the Group’s auditor, Baker Tilly Hong Kong
Limited, to the amounts set out in the Group’s
audited consolidated financial statements for the
year. The work performed by Baker Tilly Hong
Kong Limited in this respect did not constitute an
assurance engagement in accordance with Hong
Kong Standards on Auditing, Hong Kong Standards
on Review Engagements or Hong Kong Standards
on Assurance Engagements issued by the Hong
Kong Institute of Certified Public Accountants and
consequently no assurance has been expressed by
Baker Tilly Hong Kong Limited on the preliminary
announcement.

ANNUAL GENERAL MEETING

The forthcoming Annual General Meeting (“AGM”)
will be held on Wednesday, 10 June 2020. A notice
convening the AGM and all other relevant documents
will be published and despatched to shareholders.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend the vote at
the AGM to be held on Wednesday, 10 June 2020,
the registers of members of the Company will be
closed from Friday, 5 June 2020 to Wednesday, 10
June 2020, both days inclusive, during which period
no transfer of shares will be registered. In order
to be eligible to attend and vote at the AGM, all
transfers of shares accompanied by the relevant share
certificates and properly completed transfer forms
must be lodged with the branch share registrar of the
Company in Hong Kong, Tricor Investor Services
Limited at Level 54, Hopewell Centre, 183 Queen’s
Road East, Wan Chai, Hong Kong, for registration
no later than 4:30 p.m. on Thursday, 4 June 2020.

42

%%é%%ﬁﬁ?ﬁﬁﬁﬁﬁﬁmlﬁ
i

A B 20 s o B A 4R A & 2019 4F 12
H 31 HIEEERNEEMBIRILE - 55518
g S S Ath 2 TR 2 5 K AH B B 5 0 B
£ H A 4 13 4% B R Ik A s w1 A S
AR ) B A AE 5] A A A B 1) R A A
AR 3R T i B 3 — B - R I &
w285 BT A IR 2 R sk LA T 1) AR A
N B A S o AT ) A U A% O
HIf ~ 75 5 5 B A YA B sl 7 i fR o TR e
RO 35 TAE > DR KB 7 s & ot i 25
Fr A BR > A HEAS 5800 25 2N 45 7F AT o] £

g o

BRREAFKE

RE e B R AR K e ((RERBERE ) i
20204F6 A 10 H (249 =) 847 - BRI HE
AL AR e | 4 4 R L Ath AR BE SR A T )
A 5 EE TR R

TERERODBFER

Ly T 78 A RE W A A 20204F6 H 10 H (&
W =) B AT 0 B R A AR R el R e R
() EEAK » AN A B £ 8 5 OB 50 R 2020
FeHAsHEYR) F2020£6H10H (2
=) (B EREME) BIEEE . JEA
EEAT B PR R o B B EAS T R R
AR e e EEE > A B F
1431 ] A5 B S 22 e 1 23 2 1) 8 5 R ZE
202046 H4H (EH0M) 4R =+
A3 HIT 328 3 AR ] A A S 1 i 4 8 P OB 0
Jig AR S B R A R Al > Hbhb Sy A s 1
A8 5 KIEHR 183 98 A A H 0 5448 > DL
M PR T o



EVENTS AFTER REPORTING PERIOD

On 9 September 2019, Debo Environment
(Guangzhou) Co., Ltd. (“Debo Environment”, an
indirect wholly-owned subsidiary of the Company)
(as purchaser) entered into a sales and purchase
agreement with an independent third party Mr. Jin
Tao (as seller), pursuant to which, both parties
agreed to transfer 73% of equity interest of Qingyang
Qingyi Petroleum Engineering Company Limited
(“Qingyi”) at a consideration of RMB7,000,000. The
Consideration was determined after arm’s length
negotiations between the parties with reference to the
prospects of the business of Qingyi, and will be paid
in cash by Debo Environment. On 16 January 2020,
the transaction has been completed.

At 27 December 2019, Debo Environment has
entered the capital increase and subscription
agreement with Xinjiang Tiansheng Xinhong
Environmental Protection Technology Co., Ltd
(“Tiansheng”) and two independent third parties,
Xinjiang Hongtong Industry and Trade Co., Ltd.
(“Hongtong”)and Mr. Tian Yixin. Pursuant to the
agreement, the Debo Environment shall subscribe
for the increased registered capital of Tiansheng of
RMB30,000,000 in cash. Upon the completion of the
transaction, Tiansheng will be held as to 60% by the
Group and 40% by Hongtong, and Tiansheng will
become a non-wholly owned subsidiary of the Group.
The completion is expected to take place by the end
of April 2020 because of the COVID-19 outbreak.
For the details, please refer to the Company’s
announcement dated 27 December 2019.

PUBLIC FLOAT

Based on the information that is publicly available to
the Company and to the knowledge of the Directors,
the Company has maintained a public float of no
less than 25% of the issued shares as at the date
of this announcement, which was in line with the
requirement under the Listing Rules.
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PUBLICATION OF 2019 ANNUAL RESULTS
AND ANNUAL REPORT

This annual 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 Annual 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 April 2020.

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 year. 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 March 2020

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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