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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of ELL
Environmental Holdings Limited (“ELL Environmental” or the “Company”,
together with its subsidiaries, the “Group”), | present the interim report of
the Company for the six months ended 30 June 2019 (the “Period”).

According to the data from China’s National Bureau of Statistics, China’s
gross domestic product (GDP) reached RMB21 trillion in the first quarter
of 2019, registering a 6.4% growth in the first quarter of 2019 over the
same period last year. The overall Chinese economy continued to maintain
its steady growth with an optimistic outlook and the main economic
indicators were in line with market expectations. Since the fourth quarter
of 2018, the Chinese government has progressively implemented a series
of “Six Stabilities” policies, boosted efficient investment and spending
by residents, enhanced market stability, coordination and sustainability,
and has promoted and achieved the stable and healthy development of
various sectors. At the same time, countless challenges were posed to
the Chinese economy due to the increasing uncertainty of the external
environment as trade protectionism reared its head globally.

The issue of environmental protection has become a global concern
in recent years and the Chinese government has repeatedly voiced its
support for the water treatment industry. Following the introduction of the
Action Plan for Prevention and Control of Water Pollution ({7K;5 k554
1785t El), also referred to as “10 Regulations on Water Pollution”) on
16 April 2015, and the implementation of the newly revised Law of the
People’s Republic of China on Prevention and Control of Water Pollution
((PEARKEFMBEINGTEFAA)) on 1 January 2018, the Ministry of
Finance of China released the “Notice of the Ministry of Finance on the
Fund Budget for Prevention and Control of Water Pollution of 2019” (&1
BEP AN T 201 9F EAKS AR E S TBEABEA)) in the first quarter
of 2019, directly allocating special funds of RMB19.0 billion to supporting
water pollution prevention and control, as well as water ecosystem
protection. Meanwhile, the report to the 19th National Congress of
the Communist Party of China highlighted the Chinese government’s
commitment to preventing and controlling pollution before 2020, and to
achieving a fundamental improvement to the ecological environment by
2035. The Chinese water treatment and control industry is expected to
benefit from the abovementioned national policies in the upcoming years.

Operating in the robust environmental protection industry, ELL
Environmental has kept abreast of the market dynamics and steadily
expanded its business in accordance with its prudent and stable
operation strategies. Despite our outstanding and professional wastewater
treatment services, which we have leveraged to build a solid presence
in China, the Group has been confronted with a host of challenges with
the development of economic globalisation, coupled with the intensifying
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Chairman’s Statement

ERE®|E

competition in the domestic market. To tap into new business areas
and expand its business scope, the Group acquired Weal Union Limited
(“Weal Union”) and its subsidiary in the Republic of Indonesia (“Indonesia”),
which are engaged in the biomass power generation business in Jambi,
Indonesia, in 2016. Since the completion of the acquisition, however,
the market consumption of electricity in the region has been lower than
expected, resulting in a lower-than-expected power plant utilisation rate.
In view of the mounting instability in the operation of the project, the
Group reduced the operation level of the power plant in the first half of
2019. It is expected that operation of the plant will return to normal in the
third quarter of 2019 when the production and sale of biofuel pellets in
Indonesia commences. We believe that resumption of the plant operation
will bring about a growth in the revenue of the Group. Meanwhile, we are
actively exploring opportunities to cooperate with other power plants with
a desire to create new opportunities for the business.

For the six months ended 30 June 2019, ELL Environmental recorded a
revenue of approximately HK$24.4 million with a year-on-year decrease of
41.4%. The gross profit was HK$2.4 million, representing a year-on-year
decrease of 64.8%. The net loss was HK$11.0 million, including a HK$2.3
million loss for the biomass power generation project in Indonesia.

Looking forward, driven by national policies, we anticipate that the
environmental protection industry will benefit from the rapid progress
of urbanisation and the Chinese government’s supportive policies for
the water industry, which provide the industry with a favorable macro
environment. ELL Environmental will adopt and adhere to a prudent
and solid approach to financial and operational management and
further strengthen its internal controls to embrace a brand-new stage of
development in steady steps.

Here, | would like to express my gratitude to my fellow Directors,
shareholders, staff and stakeholders. We are well aware that our staff,
customers and partners are the keys to our sustained and stable
development. | would also like to express my deep appreciation and
gratitude to our customers and business partners for their long-time
support, and to our staff for their invaluable contributions. | sincerely hope
that everyone will be able to join hands to work and progress with the
Group in the future.

Chau On Ta Yuen
Chairman

Hong Kong, 21 August 2019
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Management Discussion and Analysis

BUSINESS REVIEW

In the first half of 2019, driven by a series of “Six Stabilities” policies
implemented by the Chinese government to ensure “stability in
employment, stability in financial operations, stability in foreign trade,
stability in foreign investment, stability in domestic investment and stability
in expectations”, the pace of economic growth in the PRC returned to a
stable level and continued to develop with overall social stability. China,
which posted a 6.4% growth in gross domestic product (GDP) in the
first quarter of 2019, remains a powerhouse of global economic growth.
Meanwhile, as water pollution is one of the major constraints on China’s
economic and social development, water pollution treatment has been
listed by the Chinese government as a part of its long-term strategic
development plan. In recent years, the Chinese government has made
overarching plans and deployments around the water treatment industry
and has emphasised the need to promote the development of the industry
to achieve full collection and treatment of wastewater in built-up areas of
cities, and to accelerate the progress of comprehensive rural environment
management in 130,000 administrative villages as a part of its “13th Five-
Year Plan” for Nationwide Integrated Treatment of Rural Environment
(EREEMNIRBLEAEE [+ =51 RE). In addition, the “Notice of the
Ministry of Finance on the Fund Budget for Prevention and Control of
Water Pollution of 2019” (BB EBRAR TiZE 2019F ENS AR E £ TBE
BB AN)) released by the Chinese government in the first quarter of 2019
further reflects the determination of the Chinese government to alleviate
the problem of water pollution in China, and to promote the environmental
protection industry.

Despite the fact that the Chinese government had injected more
resources into environmental protection, intensifying competition in the
domestic environmental protection industry made it increasingly difficult for
enterprises to maintain their stable growth and profitability. Thus, in view of
the level of risk and instability in the market, the Group adopted a practical
and prudent approach to business expansion in the first half of 2019.
At present, ELL Environmental owns two wastewater treatment facilities
in Jiangsu Province, China, respectively operated by Haian Hengfa
Wastewater Treatment Company Limited, a 70%-owned subsidiary of the
Company (“Haian Hengfa”) and Rugao Hengfa Water Treatment Company
Limited (“Rugao Hengfa”), a wholly-owned subsidiary of the Company.
The Group has been cooperating and negotiating with the local authorities
to raise the tariffs for the wastewater treatment facilities. In fact, our
management had reached an agreement with the relevant authorities to
increase water tariffs for Haian Hengfa’'s wastewater treatment operations
from RMBO0.91 per tonne to RMB1.14 per tonne retrospectively from
2010 onwards, and expects to be able to reach a consensus on a tariff
raise for Rugao Hengfa by the end of this year. The tariff adjustments
are expected to not only make up for the price difference in the previous
decade, but will also raise the current tariff to a reasonable level. Upon the
gradual implementation of the tariff adjustment by the end of this year, it is
expected that the Group will see an increase in its revenue and gross profit
in the coming years, which will in turn stabilise its financial position.
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Management Discussion and Analysis
EEENWED

In addition, in the fourth quarter of 2016, the Group acquired Weal
Union and its subsidiary in Indonesia, PT Rimba Palma Sejahtera Lestari
(“RPSL”) (collectively known as “Weal Union Group”) to expand to new
business areas. Weal Union is engaged in the biomass power generation
business in Jambi, Indonesia. RPSL’s power plant has two generating
units, which mainly powers its palm kernel oil production facility and
also meets unsatisfied local electricity demand. Indonesia is the largest
economy in the Association of Southeast Asian Nations (ASEAN) and has
maintained an annual economic growth of over 5% in recent years. Its
soaring electricity demand, driven by the country’s rapid urbanisation and
coupled with the local government’s environmental drive in recent years,
was expected to create opportunities for the renewable energy industry.
However, the biomass power plant of the Group in Indonesia has failed to
reach its expected utilisation rate since the acquisition of Weal Union Group.
In the first half of 2019, revenue from RPSL’s power plant continued to
be less than satisfactory, with the Indonesian subsidiary RPSL recording
a net loss of approximately HK$2.3 million. This was mainly attributable
to (i) low electricity consumption by local end-users in the vicinity of the
power plant; (i) increased competition with other local coal power plants;
(i) continuing delay in the progress of certain government projects, which
resulted in slower growth in the market and economy, and hence energy
consumption in the vicinity of such operations; and (iv) continuing delay in
the construction of power lines and other infrastructure by the government
to connect the South of Sumatra, Indonesia, where the biomass power
plant is located, to the North of Sumatra, where the energy demand is
much higher.

Some improvement in the local economy and the addition of new
infrastructure facilitating the operation of the power plant still failed to
promote revenue growth effectively. Therefore, the Group reduced the level
of operation of the power plant in the first half of 2019 in order to minimise
its loss. We expect that normal operation of the power plant will resume
with the commencement of our biofuel pellets production business, which
will enable the self-consumption of power generated by the power plant,
thus increasing the utilisation rate of the plant. We are optimistic that
the production of biofuel pellets will commence this year. Moreover, the
Group is actively exploring opportunities to cooperate with other power
plants in order to promote the development of its biofuel pellets business.
The Group’s management believes that the biomass power generation
business and biofuel pellets business will bring new growth momentum for
the Group and facilitate its expansion into other environmental business
areas and its strategic diversification in the future.

ELL ENVIRONMENTAL HOLDINGS LIMITED
2019 Interim Report
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Management Discussion and Analysis

OUTLOOK

Confronted with increasing challenges and opportunities in the market,
the Group plans to implement sound business strategies and maintain
a prudent approach in devising risk-oriented development strategies.
Meanwhile, the Group will also solidify its strong foundation in China’s
wastewater treatment market, maintain strong business performance
and competitiveness, and capitalise on its rich experience and extensive
expertise in order to vigorously develop environmental protection-related
industrial chain projects. In terms of corporate governance, the Group will
strengthen its internal controls to ensure the efficiency of its operations
and full regulatory compliance, striving to maintain a healthy cash flow and
embrace a brand-new stage of development in steady steps.

FINANCIAL REVIEW
REVENUE

Our total revenue decreased by HK$17.2 million or 41.4% to HK$24.4
million for the Period from HK$41.6 million for the six months ended
30 June 2018 (the “Last Corresponding Period”), of which the revenue
excluding the imputed interest income decreased by HK$17.9 million or
51.1% to HK$17.2 million for the Period from HK$35.1 million for the Last
Corresponding Period. Such decrease was primarily attributable to (i) the
decrease of construction revenue arising from the upgrade works of the
wastewater treatment facility operated by Rugao Hengfa (the “Rugao
Hengfa Facility”) during the Period by HK$7.9 million as compared to the
Last Corresponding Period, and (ii) the decrease in sales of electricity
generated from biomass power plants by HK$10.6 million during the
Period. Our revenue from the operations in the PRC segment decreased
by HK$6.6 million or 22.2% to HK$23.1 million for the Period from
HK$29.7 million for the Last Corresponding Period, while our revenue from
our operations in the Indonesia segment decreased by HK$10.6 million or
89.7% to HK$1.2 million for the Period from HK$11.9 million for the Last
Corresponding Period.

COST OF SALES

Our total cost of sales decreased by HK$12.9 million or 36.9% to HK$22.0
million for the Period from HK$34.9 million for the Last Corresponding
Period, primarily due to (i) the decrease in construction costs during the
Period for the aforementioned upgrade works of Rugao Hengfa Facility
by HK$4.4 million as compared to the Last Corresponding Period, (i) the
decrease in cost of power plant operation by HK$8.0 million as compared
to the Last Corresponding Period due to the reduction in power generated
during the Period, and (iii) the offsetting effect from the increase in cost of
sales of the wastewater treatment facilities operation services rendered by
HK$4.2 million as compared to the Last Corresponding Period.
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Management Discussion and Analysis
EEENWED

GROSS PROFIT AND GROSS PROFIT MARGIN

Our gross profit decreased by HK$4.4 million or 64.8% to HK$2.4 million
for the Period from HK$6.7 million for the Last Corresponding Period,
primarily due to the aforementioned factors. Our gross profit margin
decreased to 9.7% for the Period from 16.1% for the Last Corresponding
Period.

OTHER INCOME, GAINS AND LOSSES

Our other income and gains remained at HK$3.0 million for the Period
as compared to HK$3.3 million for the Last Corresponding Period. Such
gains comprised mainly the refund of tax and sewage expenses paid for
the Period.

ADMINISTRATIVE EXPENSES

Our administrative expenses decreased by HK$2.6 million or 15.9%
to HK$13.6 million for the Period from HK$16.2 million for the Last
Corresponding Period, primary due to a decrease in salary expenses of
our Indonesia subsidiaries as a result of the reduction of the number of
staff as compared with the Last Corresponding Period.

FINANCE COSTS

Our finance costs remained at HK$0.8 million for the Period, which were
approximately the same as those for the Last Corresponding Period. The
finance costs mainly comprised the interest expenses from the Group’s
bank borrowings.

LOSS BEFORE TAX

Loss before tax decreased by HK$36.4 million or 80.1% to HK$9.0 million
for the Period from HK$45.5 million for the Last Corresponding Period,
primarily due to the factors mentioned above.

INCOME TAX EXPENSE

Our income tax expense recognised remained stable at HK$2.0 million
for the Period, which was approximately the same as that for the Last
Corresponding Period. Such income tax expense was recognised primarily
in relation to our PRC wastewater treatment operations, which remained
profitable during the Period. The effective tax rate was -22.0% for the
Period as compared with -4.4% for the Last Corresponding Period due to
the fact that the major component of the loss, being the impairment loss
recognised in respect of goodwill, for the Last Corresponding Period was
not tax deductible.

LOSS FOR THE PERIOD ATTRIBUTABLE TO OWNERS OF THE
COMPANY

Loss attributable to owners of the Company decreased by HK$35.9
million or 76.7% to HK$10.9 million for the Period from HK$46.9 million
for the Last Corresponding Period, primarily due to the factors mentioned
above.
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

Our principal liquidity and capital requirements primarily relate to
investments in our projects, construction and upgrading of our wastewater
treatment facilities, purchases of equipment as well as costs and expenses
related to the operation and maintenance of our wastewater treatment and
electricity generating facilities. As at 30 June 2019, the carrying amount of
the Group’s bank balances and cash was HK$37.7 million, representing
a decrease of 15.0% as compared with that of HK$44.3 million as at 31
December 2018.

As at 30 June 2019, the Group’s bank balances and cash of HK$19.7
million, HK$0.7 million, HK$1.3 million and HK$16.0 million were
denominated in Renminbi (“RMB”), Hong Kong Dollars (“HK$”),
Indonesian Rupiah (“IDR") and United States Dollars (‘US$”), respectively
(31 December 2018: HK$16.7 million, HK$2.3 million, HK$1.7 million
and HK$23.6 million were denominated in RMB, HK$, IDR and US$,
respectively).

BANK BORROWINGS

As at 30 June 2019, the total amount of our utilised bank borrowings was
HK$37.0 million, of which approximately HK$32.5 million was repayable
within one year and approximately HK$4.5 million was repayable after one
year but within five years. Approximately HK$28.0 million, HK$6.7 million
and HK$2.3 million of the outstanding bank borrowings were denominated
in HKS$, US$ and RMB, respectively (31 December 2018: HK$28.0 million,
HK$9.0 million and HK$2.3 million were denominated in HK$, US$ and
RMB, respectively).

HK$28.0 million bore a floating interest rate of 1.4% over the Hong Kong
Interbank Offered Rate per annum. HK$6.7 million bore a floating interest
rate of 1.4% over London Interbank Offered Rate per annum. HK$2.3
million bore a fixed interest rate of 5.1% per annum. We had no unutilised
banking facilities as at 30 June 2019 (31 December 2018: nil).

GEARING RATIO

Gearing ratio is calculated by dividing total debt by total equity, and total
debt is the interest-bearing bank borrowings. Our gearing ratio was kept
stable, being 0.1 both as at 30 June 2019 and 31 December 2018.
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Management Discussion and Analysis
EEENWED

CHARGE ON ASSETS

As at 30 June 2019, the Group’s receivables under service concession
arrangements amounting to HK$8.2 million (31 December 2018: HK$11.4
million) was used to secure a bank facility of HK$2.3 million (31 December
2018: HK$2.3 million).

TREASURY POLICIES

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

CAPITAL EXPENDITURES

Our capital expenditures consist primarily of expenditures for construction
and acquisition of machinery and equipment for our plant of Rugao
Hengfa and for the biofuel pellet business in Indonesia. For the Period, our
capital expenditures amounted to HK$8.5 million, which were funded by
funds generated from our financing activities.

FOREIGN EXCHANGE RISK

Individual member companies in Mainland China and Indonesia within
our Group have limited foreign currency risk as most of the transactions
are denominated in the same currency as the functional currency of the
operations in which they relate. However, as these principal subsidiaries
mainly carried assets and liabilities in RMB and IDR, any appreciation
or depreciation of HK$ against RMB and IDR will affect the Group’s
consolidated financial position which is presented in HK$, and will be
reflected in the exchange fluctuation reserve.

The Group does not have a foreign currency hedging policy. The Group
minimises the foreign exchange exposure by converting the cash and cash
equivalents in other currencies generated from the operation of its foreign
operating subsidiaries to HKS.

CONTINGENT LIABILITIES

As at 30 June 2019, the Group had no contingent liabilities (31 December
2018: nil).
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Management Discussion and Analysis

EMPLOYEE AND REMUNERATION POLICIES

As at 30 June 2019, the Group had 120 employees (31 December 2018:
227 employees). Employee costs, including Directors’ emoluments,
amounted to approximately HK$8.9 million for the Period (six months
ended 30 June 2018: HK$10.0 million). The remuneration policy for our
Directors, senior management members and general staff is based on their
experience and level of responsibility and the general market conditions.
Any discretionary bonus and other merit payments are linked to the profit
performance of our Group and the individual performance of our Directors,
senior management members and general staff. The Group encourages
self-development of its employees and provides on-the-job training where
appropriate.

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

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS
AND DISPOSALS

As at 30 June 2019, debt instruments at fair value through other
comprehensive income classified as current assets in the amount of
approximately HK$18.6 million mainly comprise debt instruments held by
the Group (31 December 2018: HK$23.1 million). The decrease in amount
was primarily as a result of certain listed bonds reaching maturity during
the Period. The fair value change on debt instruments at fair value through
other comprehensive income decreased from approximately HK$0.2
million to approximately HK$0.1 million. For detail, please refer to note 16
to the condensed interim financial information in this report. It is expected
that the Group will hold the remaining debt instruments till maturity which
will be repaid at par.

Save as disclosed in this report, the Group did not have any significant
investments, material acquisitions or disposals of assets, subsidiaries,
associates or joint ventures during the Period.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

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

EVENTS AFTER THE REPORTING DATE

The Group has no material event subsequent to the end of the Period and
up to the date of this report.

INTERIM DIVIDEND

During its meeting held on 21 August 2019, the Board has resolved not
to declare the payment of any interim dividend for the Period (six months
ended 30 June 2018: nil).
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EREAREMER

SHARE OPTION SCHEME

On 5 September 2014, the Company adopted a share option scheme
(the “Share Option Scheme”) to enable the Company to grant options
to the eligible participants as incentives or rewards for their contribution
or potential contribution to the Group. The principal terms of the Share
Option Scheme are set out in the section headed “Share Option Scheme”
in the Directors’ Report of the 2018 Annual Report.

The Share Option Scheme took effect on 26 September 2014. During the
Period, no options had been granted, exercised, cancelled or lapsed.

Details of the options outstanding during the Period under the Share
Option Scheme are set out as follows:
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Number
of Shares
Number represented
of Shares by options
represented outstanding asat  Exercise
by options Lapsed/  30June 2019 price per
outstanding as at cancelled ~ W=E-AE  Share
Position 1 January 2019 Exercised during the ~B=TH HKS
Name of held in RZE-hE Granted during during Period BATE SRRA  Exercise
option holder the Group Date of Grant -A-RAFfE the Period the Period Hri BRESR  fFE  Period
BREREASE NARERENEBL RTAE BRESRORAEE  HREL BREAE AN/ EOELE AT R
Mr. Fan Chi Chiu Chief financial officer 14 April 2016 500,000 - - 500,000 052 14 Aprl 2017
(‘M. Fan’) e i to 13 Apri
ERRRE mA+EE 2026 (Note)
(i) Ttk
mATEA
EIECRE
BAT=R
(M)
Note: Mzt -

The options granted to Mr. Fan shall vest over a period of three years commencing on
the date of grant, of which: () 165,000 options, representing 33% of the options granted,
shall vest on 14 April 2017; (ii) 165,000 options, representing 33% of the options
granted, shall vest on 14 April 2018; and (i) 170,000 options, representing 34% of the
options granted, shall vest on 14 April 2019. The closing price of the shares immediately
before the date of grant was HK$0.50 per share, as stated in the daily quotation sheet
issued by The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
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Corporate Governance and Other Information

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

As at 30 June 2019, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance, Chapter
571 of the Laws of Hong Kong (the “SFO”)), which were required: (i) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions of the SFO); or (ii)
pursuant to section 352 of the SFO, to be entered in the register referred
to therein (the “Register”); or (iii) to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules” and the “Model Code”, respectively), were as follows:

INTEREST IN THE COMPANY’S ORDINARY SHARES OF

EREAREMESR

FATEERBSTHARREL
FIR EARBEE AR - AR
REEERHEARKE
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HE G EXNVIBETRSD I ME AR
B R TR R MR R (BIER SR
BH KB BRANZEE R EESR R
BEHEOERZIAR) (i) RIEES K
E1E0I5 352 (5 BB R ek ISP & e fit
(T&M)) MRS ROAR + ok (i) ARIREE 2
Fra&s R A ([ EmRAI D) Mk +-Frs
FHBITAERRITESFR HHIEESTR]
(MZXESPRI ) ZBRE AN A R) KRB P&
ERORBIT

WAL TSHREEO0.0001 TR EE

HK$0.0001 EACH (THE “SHARES”) Bin ([R&in |) 2R
Approximate
Percentage of
Shareholding
Interest in
Number of the Company
Name of Directors/Chief Executive Capacity/Nature of Interest Shares Held EARR B RE
ES BRTHRASHS 5 R@RiE s B 4 24 B LR
Mr. Chau On Ta Yuen (“Mr. Chau”) Iﬂterest in a controlled corporation 225,000,000 20.32%
BREREE (TRAxE]) XEmrEER
Mr. Chan Kwan (“Mr. Chan”) Interest in controlled corporations 390,700,000? 35.28%
RESE(TBREE]D) XEEE RS
Notes: ftaT -
1) Wealthy Sea Holdings Limited (“Wealthy Sea”) which held 225,000,000 Shares (1) BEEEERAATHEED HA

is owned as to 90% and 10% by Mr. Chau, an executive Director and the
chairman of the Board (the “Chairman”), and Ms. Wong Mei Ling, the wife of Mr.
Chau, respectively. Mr. Chau is a director of Wealthy Sea.

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

@) All the above Shares were held in long position.
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TEESRAEMESR

Save as disclosed above, as at 30 June 2019, none of the Directors or
the chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
had been notified to the Company and the Stock Exchange or recorded
in the Register or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 30 June 2019, the following entities or persons (other than the
Directors or the chief executive of the Company) had or were deemed or
taken to have interests and short positions in the Shares and underlying
Shares as recorded in the register of interests and short positions of the
substantial shareholders (the “Register of Substantial Shareholders”)
required to be kept by the Company under section 336 of the SFO:

B EXHEEEN  R_T—NAFRA
=1TH MEARFEEFRRSTHRA
BRARRI AR EE (EEALE
7 M E RIS XV ER) B ERI Bt - 4]
AR EEETREAEANEARA N
B X2 AT el Re SR A B R i A SR RIS 2 <T
ARFE AR T M TR EOR R

FERRRREMALTRELT KRG
KRR fPHERR RS

RZZE-AFRA=1TH  TIEEX
AL (RRRIEFLATRHITHRARRRIN)
A RBR R E R IR RABRER
A RSN AN R AR IR 5 R I 1R
{5155 336 17ATF B M = B R 2 i Sk
BRzERM(E2RRELM]) NEE
mPORA

INTEREST IN THE COMPANY’S SHARES RELAFRBZER
Approximate
Percentage of
Shareholding
Interest
Number of in the Company
Name of Shareholders Capacity/Nature of Interest Shares Held {EARRA TR
BREE 2B B ERnE FriEROHE BAE2
Everbest Environmental Beneficial interest 375,000,000 33.87%
oy 3o
Ms. Wong Interest in controlled corporations 380,790,000 & 34.39%
Tt T rEEE
Mr. Chan Chun Keung Interest in a controlled corporation 380,790,000 & 34.39%
PR3 R ST and interest held by spouse
X rE R MBI ER
Wealthy Sea Beneficial interest 225,000,000© 20.32%
B EmfgEn
Ms. Wong Mei Ling Interest held by spouse 225,000,000@ 20.32%
TERIL A8 P iE e
Morgan Top Trading Co., Ltd. Beneficial interest 143,300,000 12.94%

g¥$ﬂ—¥
EmiEm
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Notes:

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

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

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

(4) All of the above Shares were held in long position.

Save as disclosed above, as at 30 June 2019, the Directors were not
aware of any entities or persons (other than a Director or the chief
executive of the Company) which/who had or were deemed or taken to
have interests or short positions in the Shares or the underlying Shares,
which were required to be recorded in the Register of Substantial
Shareholders under section 336 of the SFO.

CORPORATE GOVERNANCE

The Company strives to maintain a high standard of corporate
governance, and has applied the principles and complied with all
applicable code provisions as set out in the Corporate Governance Code
contained in Appendix 14 to the Listing Rules (the “CG Code”) except
for deviation from code provision A.5.1 of the CG Code, throughout the
Period and up to the date of this report.
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Mr. Sze Yeuk Lung Benedict (“Mr. Sze”) resigned as an independent
non-executive Director (“INED”), and ceased to be a member of each
of the Board’s audit committee (the “Audit Committee”), nomination
committee (the “Nomination Committee”) and remuneration committee (the
“Remuneration Committee”), all with effect from 17 July 2019. Following
Mr. Sze’s resignation and cessation, (i) the Company fails to meet the
requirement of establishing a Nomination Committee comprising a majority
of INEDs under code provision A.5.1 of the CG Code; and (i) the number
of INEDs and the number of members of the Audit Committee falls below
the minimum number required under Rules 3.10(1), 3.10A and 3.21 of the
Listing Rules, respectively.

The Company will use its reasonable endeavours to identify a suitable
candidate to fill the vacancy of the third INED and fulfil the composition
requirement of each of the Nomination Committee and the Audit
Committee within three months from the effective date of Mr. Sze’s
resignation and cessation, in order to meet the relevant code provision of
the CG Code and the requirements under the Listing Rules. The Company
will make further announcement as and when appropriate.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct
governing the securities transactions by the Directors. Following specific
enquiries made by the Company with all the Directors, all of them have
confirmed that they had complied with the required standard set out in the
Model Code throughout the Period.

PURCHASE, SALE OR REDEMPTION OF SHARES

In January 2019, the Company repurchased 700,000 Shares on the
Stock Exchange at a price of HK$0.14 per share, amounting to an
aggregate consideration of HK$98,000 excluding transaction costs. All the
repurchased Shares had been cancelled on 10 May 2019.

Save as disclosed above, the Company did not redeem its Shares listed
on the Main Board of the Stock Exchange, nor did the Company or any of
its subsidiaries purchase or sell any of such Shares during the Period.
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Corporate Governance and Other Information

REVIEW BY AUDIT COMMITTEE

The Company has established the Audit Committee in compliance with
Rule 3.21 of the Listing Rules and paragraph C.3 of the CG Code for the
purpose of reviewing and providing supervision over the Group’s financial
reporting process, risk management and internal controls. The Audit
Committee comprises two members, namely Ms. Ng Chung Yan Linda
(who is also the chairlady of the Audit Committee) and Mr. Ng Man Kung,
both being INEDs. The Audit Committee has reviewed with the Company’s
management the accounting principles and practices adopted by the
Group, the unaudited interim results of the Group for the Period and this
interim report.

UPDATE ON THE DIRECTORS’ INFORMATION UNDER
RULE 13.51B(1) OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in Directors’
information since the date of the 2018 Annual Report are set out below:

Mr. Chau Chi Yan Benny was re-designated from a non-executive Director
to an executive Director upon his appointment as the deputy general
manager of the Group and stepped down as a member of the Audit
Committee, all with effect from 1 April 2019.

Mr. Sze resigned as an INED and ceased to be a member of each of the
Audit Committee, Nomination Committee and Remuneration Committee,
all with effect from 17 July 2019.

Save as disclosed above, pursuant to Rule 13.51B(1) of the Listing Rules,
the Company is not aware of other changes in the Directors’ information.
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Condensed Consolidated Statement of Profit or Loss

ERGR S EER

For the six months ended 30 June 2019

#

ECFNFNA=THISNMEA

Six months ended 30 June
BEAA=1+HILEREA

Notes 2019 2018
BaE —E-NEF — N\
HK$’000 HK$'000
FERT FAT
(Unaudited) (Unaudited)
(REE®R) (REgEZ)
Revenue EEON 4
Construction services IR 4,468 12,352
Wastewater treatment facility VEIK R IR AR B
operation services Az 7% 11,488 10,874
Sales of electricity generated from HEEMEHBHEE
biomass power plants K= 1,223 11,872
Imputed interest income on receivables  ARFSHEFRFIEZ HE T
under service concession FEN R IB R HEE
arrangements M EYA 7,183 6,499
24,362 41,597
Cost of sales SHERAR (21,996) (34,881)
Gross profit EAH 2,366 6,716
Other income, gains and losses EfUg A - Wz K EE 6 3,038 3,347
Impairment loss recognised BRI REEE
in respect of goodwill 15 - (38,536)
Administrative expenses THFAZ (13,610) (16,190)
Finance costs BhE KA 7 (838) (821)
Loss before tax BRAATES 18 8 (9,044) (45,484)
Income tax expense T8> 9 (1,986) (1,995)
Loss for the period BAEBE (11,030) (47,479)
Loss for the period attributable to: AR & H EREAAEE -
Owners of the Company ZiN/NEIE 2= DN (10,930) (46,865)
Non-controlling interests FEPEAR = (100) 614)
(11,030) (47,479)
HK cent &1l HK cents /&1Ll
Loss per share BREE 11
— Basic — ER (1.00) (4.22)
— Diluted —#E (1.00) (4.22)

ELL ENVIRONMENTAL HOLDINGS LIMITED
2019 Interim Report



Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRGRERERAtEEERER

For the six months ended 30 June 2019
BE=FT—NFNA=+HIAEA

Six months ended 30 June
BZEAA=1THLXEA

2019 2018
—E-hEF —N\F
HK$’000 HK$’000
FET FAT
(Unaudited) (Unaudited)
(REEX) (REEZ)
Loss for the period HAN S8 (11,030) (47,479
OTHER COMPREHENSIVE Emzm () WA
(EXPENSE) INCOME
Items that may be reclassified FETE AJBEEFT 7 XE 2 18 a Y
subsequently to profit or loss: EH -
Exchange difference arising REBINEBEE
on translation of 2N R
foreign operations (130) 1,542
Fair value change on FREMEERSZARE
debt instruments at fair value FEMNEBIEZ ARBEEZE
through other comprehensive
income 93 180
Investment revaluation reserve HEFREMEEKRIZANE
released upon disposal of FFENEBR I AEERL
debt instruments KREEHRFE
at fair value through
other comprehensive income 76 -
TOTAL COMPREHENSIVE EXPENSE A ERT 2%
FOR THE PERIOD (10,991) (45,757)
Total comprehensive expense AT FELBAZERY
for the period attributable to: MR
Owners of the Company PiN/NEIEZ N (10,870) (45,686)
Non-controlling interests eI T (121) (71)
(10,991) (45,757)

BERRERARAH

— RS
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Condensed Consolidated Statement of Financial Position

AR S MR R R

As at 30 June 2019
REZF—NFANA=1H

30 June 31 December
Notes 2019 2018
—E-NEF —E-N\F
BT ANBA=1+H +—-A=+—8
HK$’000 HK$’000
FET FH&T
(Unaudited) (Audited)
(REEZ) (ge&z)
NON-CURRENT ASSETS FEMEBNEE
Property, plant and equipment Y -~ BENEE 12 61,307 54,493
Deposits paid for purchase of property, EEEY% - = L& E
plant and equipment ARK E & 1,400 2,661
Receivables under service BRAGHFET L HE T /Y
concession arrangements VL E O] 13 282,798 285,230
Goodwill EES 14 - —
Debt instruments at fair value through & :@E 2 E U 25
other comprehensive income BARBEENEFTIE 16 8,193 8,193
Restricted bank deposits ZIREERITFER 5,975 5,882
359,673 356,459
CURRENT ASSETS MENEE
Inventories FE 706 728
Receivables under service concession RIS sFEZCHE T HY
arrangements JEUS kT8 13 30,332 29,109
Trade receivables 2 5 W IR 17 - 8,018
Prepayments and other receivables A RIBREAEWRIE 18 5,873 7,385
Income tax recoverable AIUG Bl FTAS AR 765 930
Debt instruments at fair value through & :@BE b 2 EUES
other comprehensive income BAREFENEHTIA 16 18,550 23,060
Restricted bank deposits SRR HIIRI TR 5,975 5,882
Bank balances and cash IRITEMREIRE 37,654 44,317
99,855 119,429
CURRENT LIABILITIES ik IN=NE
Trade payables B SRR 19 3,369 4,971
Other payables and accruals HtE B R ETER 5,189 7,682
Amounts due to related parties FET A 5 kIR 2,404 3,424
Bank borrowings — due within one year $R1T{&3 — —F R E|Hf 20 32,513 32,517
Income tax payables FER TS AR 56 164
43,531 48,758
NET CURRENT ASSETS MEVEEFE 56,324 70,671
TOTAL ASSETS LESS CURRENT HEERRBBE
LIABILITIES 415,997 427,130

ELL ENVIRONMENTAL HOLDINGS LIMITED
2019 Interim Report



Condensed Consolidated Statement of Financial Position

IGEES=3p S S

As at 30 June 2019
REZF—NFANA=+H

30 June 31 December
Notes 2019 2018
—E-hEF —E-N\EF
B 5 ANA=t+8H +—-—A=+—8”
HK$’000 HK$’000
TET FHET
(Unaudited) (Audited)
(REBERZ) (KeE=Z)
CAPITAL AND RESERVES BARR
Share capital gz 21 111 111
Reserves s 339,428 350,392
Equity attributable to owners RAEEA AEGEE
of the Company 339,539 350,503
Non-controlling interests eI A 23,752 23,873
TOTAL EQUITY s 4aEa 363,291 374,376
NON-CURRENT LIABILITIES EREBERE
Bank borrowings — due after one year  $R1T{& — —F & 2| HA 20 4,480 6,720
Deferred tax liabilities FEFIEEE 35,659 34,186
Provision for major overhauls EpNGREZEL 12,196 11,040
Retirement benefit obligations RIKEHEE 371 808
52,706 52,754
415,997 427,130
BRERERERAT

ZE-NAPHHRE

78
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Condensed Consolidated Statement of Changes in Equity

BRREEESBR

For the six months ended 30 June 2019
HE=F—NFNA=—1HI~EA

Attributable to owners of the Company

NG ZPN; 1
Share Investment
option revaluation Non-
Issued Share reserve Other  Exchange General reserve Accumulated controlling
capital  premium BRE reserve reserve reserve RE losses  Sub-total interests Total
2ERE  ROEE fife  EtRE  EXRE  -REE  EMRE  ZHEE Nt FERER g
HK$000  HK$000  HK$000  HKS000  HK$000  HK$'000  HK$'000  HK$000  HKS000  HK$000  HKS'000
T Fir Tin T T Tin Tin T T Thn Tén
A1 January 2019 RZF-7E-f-H
(audteq) (&2R) 408,558 121 (31,476) (6,209) 2,70 (16)  (4229%) 350,50 2873 374376
Bxchangedifrence  HEEINEREEL
aisngontranslation  EREE
of foreign operations - - - (109) - - - (109) 1) (130)
Farvaechangeon  BREMEENE
debtinstumentsat -~ A B ER
fair value through EBIEZ
ofher comprehensive A%
income - - - - - % - 9% - 9
Investment revaluation  HEFBE M 2ENE
reserve released upon  RAREGTER)
disposal of EBTA&RRN
debtinstumentsat~ REE(RE
fair value through
other comprehensive
income - - - - - 76 - 76 - 76
Loss for the period HREE - - - - - - (10,930) (10,930) (100)  (11,030)
Total comprehensive  EiR2E
(expense)/income (Fx) /g
for the period - - - (109) - 169 (10,930) (10,870) (121) (10,991)
Repurchase of ordinary &R (Mfk21)
shares (note 21) 98) - - - - - - (%8) = (%)
Recogntion of TNEREE
equity-settled ERRIAAA
share-based payments - 4 - - - - - 4 - 4
Transferto gereralresene. ERZ TRk - - - - = = () = - -
At 30 June 2019 % ﬂiﬁﬂffﬁ
(unaudited) ’M M1 408460 125 @146 (6318 21,719 153 (53285 339539 23752 36321

ELL ENVIRONMENTAL HOLDINGS LIMITED
2019 Interim Report



Condensed Consolidated Statement of Changes in Equity

BEE RSy RS

For the six months ended 30 June 2019
BE=FT—NFNA=+HILAEA

Attributable to owners of the Company

NGl 2PN
Share Investment
option revaluation Non-
Issued Share reserve Other ~ Exchange General reserve Retained controling
capta premium ke fesene fesene resenve F&  eamings  Subfotal  inferests Totl
BEARE  ROEE BA  EbREE  EAEER  -MEE  ERBE  RIEWN et FEERER g
HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$'000
Tikn T Thr Thn Tikr T Thr Thn Tikr T Thr
At 1 January 2018 RZF-\5-A-H
fudited) (%) M 40008 00 B4 B 21005 02 BB 0798 B0 B182
Exchangediference  MEBINERELY
aisngontranslaion X EH
of foreign operations - - - - 1,008 - - - 1,003 544 1,547
Fairvalue changeon ~ AIfEHEREY
avalable-forsale MREED
investments - - - - - - 180 - 180 - 180
Loss for the period il - - - - - - - (46,865) (46,865) (614) (47479
Total comprehensive BT
income{expense) WA/ (Bx) 48
forth period - - - - 1,003 - 180 {46865 (4568 M )
Tnslerto generalresene EEE—[RHE - - - - - 94 - (924) - - -
At 30 June 2018 RZE-\E/A=1H
(unaudited) (kEEH) "o et 00 B4 s 2199 () 50373 47116 8% 476070
BRBRERERAT

TR iR MRS
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Condensed Consolidated Statement of Cash Flows

FRGRERERER

For the six months ended 30 June 2019
HE=F—NFNA=—1HI~EA

Six months ended 30 June
HEZEAXA=1+HILEREAR

2019 2018
—E-hEF —=-N\F
HK$’000 HK$’'000
FET FAT
(Unaudited) (Unaudited)
(RESEZ) (RE&HEZ)
OPERATING ACTIVITIES KRR
Cash (used in)/generated from operations K& (A /FismEE (1,848) 94
Income tax paid B ETSE (1,486) (3,939
Net cash flows used in operating activities KEEBATAR
B4 8 E (3,334) (3,845)
INVESTING ACTIVITIES K& A
Purchase of debt instruments through EEERAHMEEYE
other comprehensive income FIBERES T A (10,240) —
Purchases of items of property, HBEWE BER
plant and equipment FiEIEE (7,221) (680)
Proceeds on disposal of debt instruments & FEBEMEEKESIER
through other comprehensive #ES THABFT
income 14,843 7,612
Bank interest received BRI TH B 702 417
Interest received from debt instruments EUYCE B E M 2 EES IR
through other comprehensive HES AT E
income 696 209
Proceeds from disposal of property, HEME - HE &
plant and equipment RABEH TS RIR - 19
Net cash flows (used in)/from W& RS (FTA) /B3
investing activities REmEFHE (1,220) 7,577
FINANCING ACTIVITIES REED
Repayments of bank borrowings EBIRITIER (2,240) (2,240)
Repayment to a related party B — R 7 508 (1,020) —
Interest paid EAFE (506) (585)
Payment on repurchase of shares O] B I 19 B9~ 3R (98) —
Net cash flows used in B & BN AT A
financing activities REenE FHE (3,864) (2,825)
NET (DECREASE) INCREASE IN ReRIReEEY R ) EN
CASH AND CASH EQUIVALENTS HEE (8,418) 907
Cash and cash equivalents R e KR EEY
at beginning of period 44,317 35,515
Effect of foreign exchange rate changes, net  ZMNEE R &K 1,755 164
CASH AND CASH EQUIVALENTS HMARRe RASFEY
AT END OF PERIOD 37,654 36,586
Represented by: 5 -
Bank balances and cash RITEB LA 37,654 36,586

ELL ENVIRONMENTAL HOLDINGS LIMITED
2019 Interim Report



Notes to the Condensed Interim Financial Information

CORPORATION AND GROUP INFORMATION

ELL Environmental Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company with
limited liability and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office of the Company is Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands and the
principal place of business of the Company is Units 1-3, 11th Floor,
Westlands Centre, 20 Westlands Road, Hong Kong.

The condensed consolidated financial statements are presented in
Hong Kong dollars (“HK$”), which is also the functional currency
of the Company. The Company acts as an investment holding
company. The principal activities of its principal subsidiaries are
engaged in the construction and operation of wastewater treatment
facilities and generation of electricity.

BASIS OF PREPARATION OF CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

The unaudited condensed interim financial information of the
Group for the Period (the “Unaudited Condensed Interim Financial
Information”) has been prepared in accordance with Hong Kong
Accounting Standard (the “HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) and the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities on the
Stock Exchange and the Hong Kong Companies Ordinance.

The Unaudited Condensed Interim Financial Information does
not include all the information and disclosures required in the
annual consolidated financial statements, and should be read
in conjunction with the Group’s annual consolidated financial
statements for the year ended 31 December 2018.

This Unaudited Condensed Interim Financial Information is
presented in Hong Kong dollars (‘HK$”) and all values are rounded
to the nearest thousand (“HK$’000”) except when otherwise
indicated. This Unaudited Condensed Interim Financial Information
has not been audited or reviewed by the Company’s external
auditor, but has been reviewed by the Company’s audit committee.
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Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2019
—E-NFNA=1H

3.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial
instruments which are measured at fair values at the end of each
reporting period, as appropriate.

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

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs

In the current interim period, the Group has applied, for the first
time, the following new and amendments to HKFRSs issued by
the HKICPA, which are mandatorily effective for the annual period
beginning on or after 1 January 2019 for the preparation of the
Group’s condensed consolidated financial statements:

HKFRS 16 Leases

HK(IFRIC) — Int 23 Uncertainty over Income Tax

Treatments

Amendments to HKFRS 9 Prepayment Features with

Negative Compensation

Amendments to HKAS 19 Plan Amendment, Curtailment or

Settlement

Amendments to HKAS 28 Long-term Interests in

Associates and Joint Ventures

Amendments to HKFRSs Annual Improvements to

HKFRSs 2015 — 2017 Cycle

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

ELL ENVIRONMENTAL HOLDINGS LIMITED
2019 Interim Report
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Notes to the Condensed Interim Financial Information

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs
(Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 “LEASES”

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

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

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.

For contracts entered into or modified on or after the date of initial
application, the Group assesses whether a contract is or contains
a lease based on the definition under HKFRS 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.

As a practical expedient, leases with similar characteristics are
accounted on a portfolio basis when the Group reasonably
expects that the effects on the financial statements would not differ
materially from individual leases within the portfolio.
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Notes to the Qondensed Interim Financial Information
fE AR AR HA Bt S E R FE BT

30 June 2019

—E—ANFANA=ZFH

3. PRINCIPAL ACCOUNTING POLICIES (Cont’d)

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs
(Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 “LEASES” (Cont’d)

As a lessee (Cont’d)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to 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;

o any initial direct costs incurred by the Group; and

° an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, 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.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Notes to the Condensed Interim Financial Information

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs
(Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 “LEASES” (Cont’d)

As a lessee (Cont’d)

Right-of-use assets (Cont’d)

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end of the
lease term is depreciated from commencement date to the end of
the useful life. Otherwise, right-of-use assets are 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 in “property, plant
and equipment”, the same line item as that within which the
corresponding underlying assets would be presented if they were
owned.

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 under HKFRS
9 “Financial Instruments” 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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3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs
(Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 “LEASES” (Cont’d)

As a lessee (Cont’d)

Lease modifications

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

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

o 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.

For leasing transactions in which the tax deductions are attributable
to the lease liabilities, the Group applies HKAS 12 “Income Taxes”
requirements to right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use assets and lease
liabilities are not recognised at initial recognition and over the lease
terms due to application of the initial recognition exemption.
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Notes to the Condensed Interim Financial Information

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs
(Cont’d)

TRANSITION AND SUMMARY OF EFFECTS ARISING FROM
INITIAL APPLICATION OF HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16
to contracts that were previously identified as leases applying HKAS
17 and HK(IFRIC)-Int 4 “Determining whether an Arrangement
contains a Lease” and not apply this standard 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 HKFRS 16 in assessing whether a contract
contains a lease.

As a lessee

The Group has applied HKFRS 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 accumulated losses, if any, and
comparative information has not been restated.
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—E-NFNA=1H

3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs
(Cont’d)

TRANSITION AND SUMMARY OF EFFECTS ARISING FROM
INITIAL APPLICATION OF HKFRS 16 (Cont’d)

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

(@ 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; and

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

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

The Group recognised right-of-use assets of HK$2,644,000 as at
1 January 2019 which comprises land rights previously under
finance leases which were included in property, plant and
equipment under HKAS 17. The Group recategorised the carrying
amounts of the land rights which were still under lease as at 1
January 2019 as right-of-use assets.

ELL ENVIRONMENTAL HOLDINGS LIMITED
2019 Interim Report

FEEBR ()

BRI REEITTEEMERS
#RI (#)

BEREREBYBHRELEAS
REEZBERSEME(F)

RBERARER W5 WS £
FE165% & MERTE W AR -
AEBELBERBRESEL
PRI BAREHENEE -
REHNEHEREE REEHEES
WREBENERATRES S

@ BEIHEHREXEMR
HE12{@ A AEENEE
EREHEEERHER
(ERE

RERERBHFERER
REER MR V8B R
7 o

3

7

RIBER  NEBERERS BN
BREERFE165RMIEL AT H

K

)

Frl

Kﬁlﬁﬁu/u _hi_ﬂ_
A 2,644,000,%733’91%%%%% :
EFREBRERER S ER
BATHRFTAWE  BE REED
BMEHEN L MERE KREE
BR-_Z—hF—A—BNHKXHA
ﬁETMim@%%M%ﬁﬁﬁ
o ATREEE -



REVENUE

Notes to the Condensed Interim Financial Infprmation
&5 A P HA B 78 & R B &

30 June 2019
ZE-NFNA=1H

4. BERA

Six months ended 30 June
BZEAA=1THILAEA

2019 2018
—E-hEF —ZT—N\F
HK$’000 HK$’000
FExT FAT
(Unaudited) (Unaudited)
(REEEX) (REEER)
Types of goods and services & m R R R
Construction services IERRTS 4,468 12,352
Wastewater treatment facility VKR IR B RS
operation services 11,488 10,874
Sales of electricity generated HEAYEREMRELNE S
from biomass power plants 1,223 11,872
Revenue from goods and EERGLG T ON
services 17,179 35,098
Imputed interest income on BRI FE AT RE 2 HE T R IE Y
receivables under service HEEF B HA
concession arrangements 7,183 6,499
24,362 41,597
Six months ended 30 June
BEAA=THLAEA
2019 2018
—E-NEF —E-N\F
HK$’000 HK$'000
FET FHAT
(Unaudited) (Unaudited)
(REEX) (REEEZ)
Timing of revenue recognition WA FERR B B
A point in time AR —FE RS 12,711 22,746
Over time Pl 4,468 12,352
Revenue from goods and services P o N R TS SR A 17,179 35,098
The contracts for construction services, wastewater treatment FERRARTS  SKER IR RS 1B AR
facility operation services and sales of electricity generated BREEEYMERERELANE
from biomass power plants are for periods of one year or less. NEHWEBRHE B —FHKAT -
As permitted under HKFRS 15 “Revenue from Contracts with BEAEVBRELENE155 KB
Customers”, the transaction price allocated to these unsatisfied ﬁ)E SHUA ] Pt - IR

contracts is not disclosed.
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Notes to the Condensed Interim Financial Information
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30 June 2019
—E-AFNA=TH
5. SEGMENT INFORMATION 5. SEBEHE
The Group is engaged in the construction and operation of AREEREERREETKEE
wastewater treatment facilities and biomass power generation BIBAREMEEEER - 2]
business. Information reported to the Group’s chief operating FAREEFEZEZBEREA(BIARQ
decision maker (i.e. the executive directors of the Company) for the RIFITESE) MERERSER
purposes of resource allocation and assessment of performance is FAFHZANEREREEA
focused on geographical locations of its manpower and customers, NERREPHMBAE B
including Hong Kong, the People’s Republic of China (the “PRC”) BE - FEARKLMBE(F L)
and the Republic of Indonesia (“Indonesia”). MENEEfa A ([ENfE]) »
SEGMENT REVENUE AND RESULTS DA R EH
The following is an analysis of the Group’s revenue and results by REBIRA 2HRLESEBEI D
reportable and operating segments: ZWARZEESTWT -
Six months ended 30 June 2019 (unaudited) BE-Z-NEXXA=tHL
AER (REERK)
Hong Kong PRC Indonesia Total
&8 H ENfe et
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHERT THET FTAERT
Results %%
Segment revenue DERUA = 23,139 1,223 24,362
Segment (loss) profit 80 (E518) & A (5,932) 2,407 (5,505) (9,030)
Unallocated expenses KD ERX
Administrative expenses ~ TTEFIX (14)
Loss before tax BRA AT E 1R (9,044)

ELL ENVIRONMENTAL HOLDINGS LIMITED
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30 June 2019
—E-AFNA=TH
SEGMENT INFORMATION (Cont’d) 5. DEEEE)
SEGMENT REVENUE AND RESULTS (Cont’d) SEWBARER ()
Six months ended 30 June 2018 (unaudited) HE-_Z—\FXA=Z+HL
AR (REEEZ)
Hong Kong PRC Indonesia Total
BE H ENfe HEt
HK$’ 000 HK$’'000 HK$’000 HK$’000
FAT FAT FAT FHAT
Results %iﬁ
Segment revenue D EBUA - 29,725 11,872 41,597
Segment (loss) profit 280 (E1E) & A (6,724) 9,565 9,777) (6,936)
Unallocated expenses K7 BB
Administrative expenses ~ TTEFIS (12)
Impairment loss st 7 2B
recognised in respect B R EE 1R
of goodwil (38,536)
Loss before tax FR% Al & 1B (45,484)

There were no inter-segment sales for both periods.

All of the segment revenue reported above was generated from
external customers.

Revenues from customers contributing over 10% of the Group’s
revenue for the six months ended 30 June 2019 and 2018 are as
follows:

W EERRE 5 8 ) BRI SH S

tREFNABEDFRABESE
BAMNEREP o

BEZZ-NERZZE-—N\EAX
A=+HIEAEA  EAREE K
A10% A ERMEFKRALNT -

Six months ended 30 June
BZEAA=1THILAEA

2019 2018

—E-NEF —FT-N\F

HK$’000 HK$’000

TET FHET

(Unaudited) (Unaudited)

(REEX) (REEEZ)

Customer A from the PRC segment FRESEEFA 5,266 5,025

Customer B from the PRC segment FESHEFB 17,873 24,700

Customer C from the Indonesia segment ENJED &~ C N/A (note) 11,872
i A (FsE)

Note: The corresponding revenue from the customer did not contribute over
10% of the total revenue of the Group for the six months ended 30
June 2019.

HiE: BE-T-ALKAZTALS
CEREEEE LR TN
AR BT BB 10% ¢

BERRERARAH
TR HRE
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30 June 2019
—E—ANFANA=ZFH
6. OTHER INCOME, GAINS AND LOSSES 6. HftA KRR
Six months ended 30 June
BZEAA=1+HLEAEA
2019 2018
—E-NEF —ET-)N\F
HK$’000 HK$’000
FH&T TET
(Unaudited) (Unaudited)
(REER) (RE&HEZ)
Bank interest income RITH EMA 702 417
Interest income from debt instruments & i@ E b & FEU &S
at fair value through BARENENEFE TR
other comprehensive income B BULA 797 209
Loss on disposal of HEBBEMEEEE
debt instruments at fair value through R AR EFFEMNEE T A
other comprehensive income HIE1E (76) —
Foreign exchange gain, net HNE W R FRE 269 —
Refund of value-added tax HE R 1,335 1,289
Government grant (note) ERAT B (B 5E) - 1,416
Others HA 11 16
3,038 3,347
Note: Government grants have been received from local governments MizE : BEMRRIEZFIIIHE M
in Jiangsu Province for the purpose of carrying out environmental BT R - RZZT—\FNA
protection works. There were no unfulfilled conditions or contingencies =+ EMEEFEZEHBNRT
relating to these grants as at 30 June 2018. BRAGMF S AR -
7. FINANCE COSTS 7. WEBRF

Six months ended 30 June

BEAA=THILEAEA

2019 2018

—E—-hE —E-N\F

HK$’000 HK$’'000

FHET FH&T

(Unaudited) (Unaudited)

(REEZR) (RECEZ)

Interest on bank borrowings RITERBIFE 505 585
Increase in discounted amounts of R R mES

provision for major overhauls arising M E RIS B
from the passage of time BALIR S FEIE N 333 236
838 821

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Notes to the Condensed Interim Financial Information

LOSS BEFORE TAX

1 B mp A B 1S B R B R

30 June 2019
ZE-NFNA=1H

FRIRAIES IR

Six months ended 30 June
BEAA=1THILAEA

2019 2018
—E-hF —E-N\F
HK$°000 HK$'000
FExT FET
(Unaudited) (Unaudited)
(REEEZX) (REEZ)
Loss before tax has been arrived BR7% A ES 1R
at after charging (crediting): EHBR (Bt A) -
Employee benefit expense EEBHRX
(including Directors’ remuneration): (RRESEM:)
Salaries and other benefits e MEMEA 8,029 9,019
Pension scheme contributions (note) RIS FHEIH R (FsE) 851 967
Share-based payments ERRH &K 4 —
8,884 9,986
Cost of construction services IR RTEE AN 3,556 7,986
Cost of wastewater treatment facilities it i5 /KRR R
operation services rendered 28 AR A A 12,843 8,637
Cost of power plant operation BEEREEKA 983 8,971
Cost of inventories recognised as BRB/ANFEXR
expenses 4,614 9,287
Depreciation of property, plant VI - BB N EEITE
and equipment 2,089 6,145
Foreign exchange (gain) loss, net PE 3 (Wa) 518 - 558 (269) 4,388
Provision for major overhauls BARIEEE 861 1,694

Note: As at 30 June 2019, the Group had no forfeited contributions available
to reduce its contributions to the pension scheme in future years (six

months ended 30 June 2018: nil).

Mz RZTB-AFKA=1+H " F&
B AT R D R R E AR IR
SEFEIHFRDRRBE R (BEZ
Z-NERAZTHIEAREAR :
) o
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30 June 2019
—E-NFNA=1H

9. INCOME TAX EXPENSE

FRiGIRBASL

Six months ended 30 June
BEABA=1+HIEAEAR

2019 2018
—E-hF —T—N\F
HK$’000 HK$’000
F#&xT FET
(Unaudited) (Unaudited)
(REER) (REEEZ)

Current — PRC BNER — R
— Charge for the period — BT 1,558 1,556
Deferred tax RERIA 428 439
Total tax charge for the period BRARIASE 1 48%8 1,986 1,995

Pursuant to the laws and regulations of the Cayman Islands and
the British Virgin Islands (the “BVI”), the Group is not subject to any
income tax in the Cayman Islands and the BVI.

No provision for Hong Kong profits tax had been made as the
Group did not generate any assessable profits arising in Hong
Kong during the Period (six months ended 30 June 2018: nil).

On 21 March 2018, the Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”)
which introduces the two-tiered profits tax rates regime. The Bill
was signed into law on 28 March 2018 and was gazetted on the
following day. Under the two-tiered profits tax rates regime, the first
HK$2 million of profits of the qualifying group entity will be taxed
at 8.25%, and profits above HK$2 million will be taxed at 16.5%.
The profits of group entities not qualifying for the two-tiered profits
tax rates regime will continue to be taxed at a flat rate of 16.5%.
The directors of the Company considered the amount involved
upon implementation of the two-tiered profits tax rates regime as
insignificant to these condensed consolidated financial statements.
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10.

11.

Notes to the Condensed Interim Financial Information

INCOME TAX EXPENSE (Cont’d)

Withholding tax is calculated at 5% of the dividend income received
from a subsidiary in the PRC.

No provision for Indonesian income tax had been made as the
Group did not generate any assessable profits arising in Indonesia
during the Period (six months ended 30 June 2018: nil).

The provision for the PRC income tax is based on the respective
corporate income tax rates applicable to the subsidiaries of the
Company located in the PRC as determined in accordance with the
relevant income tax laws and regulations of the PRC.

DIVIDEND

No interim dividend in respect of the six months ended 30 June
2019 has been proposed by the Board (six months ended 30 June
2018: nil).

LOSS PER SHARE

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

10.

11.

257 B HA B 7S S R B
30 June 2019
ZE-NFNA=1H

FRiRIRBASL (4F)

B — & BB A R U R B AR B
Watts 6% st E A -

HRAEEAREL ERENEE
AR AT RS A - OB AT IR
EEMEHER(BE-F—\F
NA=THIERER - #) -

TEMMEHRERBEREARQRL
1A PR B A B /BB 1 B P AR I 4R
BAERE PSR R MR DI EE
HEEEMEHREMEDL -

R

ExgTEAMBE_T—NF
NAZ=1 B IENE AR H
BEEZZ-N\FAA=1TAHL
NER ) o

BREBR
ARBIBREE BIRER N E#E
EROAEER TS :

Six months ended 30 June

BEAA=THIEAEA

2019 2018
—E-NEF - N\F
HK$’000 HK$’000
FET FAT
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
Loss for the purposes MEREARREE
of basic and diluted EEmE 2 EE -
loss per share, being BNARRBIHEA A
loss for the period FE(G BRI 1R
attributable to owners
of the Company (10,930) (46,865)
BRRFERERL T

ZE-NAPHHRE
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7 B mp H B 7S S L B R

30 June 2019
—E—ANFANA=ZFH
11. LOSS PER SHARE (Cont’d) 11. SEREBRE)
Number of shares
R EE
Six months ended 30 June
BEASA=THLEAREAR
2019 2018
—E-hEF —E-N\F
’000 ’000
T T
(Unaudited) (Unaudited)
(REBEZ) (RE&EZ)
Weighted average number of AT ESREBENS 2
ordinary shares for the purpose of Do E BRI E B
calculating loss per share 1,107,374 1,111,000
For the six months ended 30 June 2019 and 2018, the HE_Z-NLFERZT—N\EX
computation of diluted loss per share does not assume the exercise A=+HBIEXRBEA  BfTEERR
of the Company’s outstanding share options since their exercise AERkEeSEREREERLD
would result in a decrease in loss per share. HEIEEREEEBEITRER
ITEARRRIARITE A IBARAE o
12. PROPERTY, PLANT AND EQUIPMENT 12. % - BEREE

During the Period, the Group incurred HK$8,482,000 (six months
ended 30 June 2018: HK$680,000) on the acquisition of items of

property, plant and equipment.
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30 June 2019
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13. RECEIVABLES UNDER SERVICE CONCESSION R THERRR
ARRANGEMENTS -}
30 June 31 December
2019 2018
—E-hEF —E-N\F
ANA=+H +=—A=+—~”
HK$’000 HK$’000
FHExT FHEIT
(Unaudited) (Unaudited)
(REEEZ) (REEEZ)
Receivables under service RIS ET L HE T /Y
concession arrangements R IR 313,130 314,339
Portion classified as current assets DR RBEERNED (30,332) (29,109)
Portion classified as non-current assets 8 AIERENE EM S 282,798 285,230

The following is an ageing analysis of receivables under service
concession arrangements, presented based on the invoice date at

R¥RE MR ER B R 25 BR
Rt B T M UG IR R BR ik

the end of the reporting period: AT
30 June 31 December
2019 2018
—E-NEF —E-N\EF
~A=1H +=—HA=+—H
HK$’000 HIK$'000
THExT FHET
(Unaudited) (Audited)
(REEER) (&= Z)

Billed: EREEE :
Within 3 months 3EAR 13,291 12,113
4 to 6 months 4Z61EA 6,942 7,268
20,233 19,381
Not yet billed MRBABE 292,897 294,958
313,130 314,339
BRBRERERAT

ZE-NAPHHRE
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30 June 2019
ZE-NFANA=1H
14. GOODWILL 14. &8
HK$’000
FH&T
COST AR
At 31 December 2017 and 1 January 2018 RZE—+t&F+-A=+—H
r—Z—N\F—H—H 85,998
Exchange adjustments bE 5 S (4,591)
At 31 December 2018 and 30 June 2019 R_EBE—N\F+_A=+—"H8BXK
T—hFRNA=TH 81,407
IMPAIRMENT ;‘Wﬁ
At 31 December 2017 and 1 January 2018 RZZE—+F+=—HA=+—H
MN—F—N\F—H—H 43,756
Impairment loss recognised EERZBIEEIE 39,889
Exchange adjustments PE H 782 (2,238)
At 31 December 2018 and 30 June 2019 A\ \F+Z_A=+—HK
—NFRA=1H 81,407
CARRYING VALUES BREE
At 30 June 2019 (unaudited) RZEBE—-AFEARA=1H (RELEER) -
At 31 December 2018 (audited) RZZE-—N\F+ZA=+—0H (EFEZX) —

Particulars regarding impairment testing on goodwill are disclosed
in note 15.

The amount represents goodwill arising on the acquisition of
Weal Union Limited and its subsidiary (the “Weal Union Group”)
on 21 October 2016. As at 30 June 2019, the goodwill arising on
acquisition of Weal Union Group had been fully impaired. Details
are disclosed in the Group’s consolidated financial statements for
the year ended 31 December 2018.
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15.

Notes to the Condensed Interim Financial Information

IMPAIRMENT TESTING ON GOODWILL

For the purposes of impairment testing, goodwill arising on
acquisition of Weal Union Group has been allocated to only one
cash generating unit (“CGU”), comprising one subsidiary in the
investment holding and one subsidiary in the biomass power
generation business.

During the six months ended 30 June 2018, the Group recognised
an impairment loss of HK$38,536,000 in respect of goodwill arising
on acquisition of Weal Union Group.

Taking into consideration that (i) the electricity grid construction by
the government to connect the South Sumatra region, where the
biomass power plant of the Group in Indonesia (“Biomass Plant”)
was located, and the North Sumatra region, where the demand of
electricity is higher, had been aborted, and (i) the 10-year forecast
of electricity growth rate in Sumatra, Indonesia, where the Biomass
Plant is located, as published by the Ministry of Energy and Mineral
Resources in the first quarter of 2018 had dropped to 9.1% from
11.2% as published in the first quarter of 2017, it is expected that
the future electricity unit price will drop and the growth of electricity
demand will slow down. Therefore, the expected utilisation growth
rate of the Biomass Plant in near term is lowered. There is also no
clarity as to when or whether the aforesaid infrastructure will resume
and when the local economy will start to improve. Accordingly, the
valuation of Weal Union Group, and hence the recoverable amount
of the goodwill, is impaired due to the lower growth rate and delay
in the realisation of the expected return.

15.

257 B HA B 7S S R B
30 June 2019
ZE-NFNA=1H
7o ik B B
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7 B mp H B 7S S L B R

30 June 2019
—E-NFNA=1H

15.

IMPAIRMENT TESTING ON GOODWILL (Cont’d)

The recoverable amount of Weal Union Group has been
determined on the basis of value in use calculations which use
cash flow projections based on financial budgets approved by the
management. According to HKAS 36, the recoverable amount is
defined as the higher of an asset’s or CGU’s fair value less costs
of disposal and its value in use. When there is no basis for making
a reliable estimate of the price at which an orderly transaction to
sell the asset would take place between market participants at
the measurement date under current market conditions, value
in use approach is a possible way to estimate the recoverable
amount. Given that there is no or limited recent transaction with
similar business as Weal Union Group observed, the management
believes that it is more appropriate to adopt value in use approach
for calculating the recoverable amount of Weal Union Group for
the impairment test. In view of the above, when preparing the cash
flow projects for the impairment assessment of goodwill for the
six months ended 30 June 2018, certain assumptions in the cash
flow projections (such as utilisation rate and unit price) during the
budget period are adjusted. Expected cash inflows/outflows have
been adjusted based on the performance of the biomass power
plants for the period ended 30 June 2018 and the management’s
expectations for the market development. The financial budgets
were approved by the management, covering a 5-year period, and
a discount rate of 18.4%. Cash flows at Weal Union Group beyond
the 5-year period are extrapolated using a growth rate of 5%. The
long term growth rate was estimated based on the relevant industry
growth forecasts and does not exceed the average long-term
growth rate for the relevant industry.
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1 B mp A B 1S B R B R

30 June 2019
—FE-NFNA=ZF+H
DEBT INSTRUMENTS AT FAIR VALUE THROUGH 16. FAEMPEAWBERAARE
OTHER COMPREHENSIVE INCOME HENBEIA
30 June 31 December
2019 2018
—E-NE —ZT-N\EF
AA=+H +=-—A=+—H
HK$’000 HK$’'000
FHBxT FHEIT
(Unaudited) (Audited)
(REEZ) (HeE=HZ)
Non-current JEENER
Listed debt securities classified DA BEMEEKE
as debt instruments at fair value BAREFENEFTIA
through other comprehensive income B E &R ES 26,743 31,253
Analysed as: DA
Non-current JETRED 8,193 8,193
Current D 18,550 23,060
26,743 31,253

During the Period, the fair value gain in respect of the Group’s listed
debt securities classified as debt instruments at fair value through
other comprehensive income recognised in other comprehensive
income amounted to approximately HK$93,000 (six months
ended 30 June 2018: approximately HK$180,000), and a loss of
HK$76,000 (six months ended 30 June 2018: nil) was released to
profit or loss during the Period upon disposal.

KRR AREEREM2mEK
SANERNDBEAFBEMEE
WHmEARBEFENEBEEIAERN
THEBELFNRAABREZD A
93,000 L(BE=_E—N\F X
A=+H1/<MEA : 4180,000
BIT) AR AR EARE B 18 BRBR
76,0000 (HE -T2 — \F/XA
=tHLERER  B)NEEEE

N2
ZX o

e
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TR HRE

47



48

Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2019
ZE-NFANA=1H

17. TRADE RECEIVABLES 17. BHEWKRRE

30 June 31 December

2019 2018

—E-NE —E-N\F

AA=1+H +-A=+—8

HK$’000 HK$’000

FET FHET

(Unaudited) (Audited)

(REBEZ) (5% Z)

Trade receivables g 5 EWFIE — 8,018

Trade receivables mainly arise from sales of electricity and
management services fee of wastewater facilities. The Company’s
credit terms are negotiated at terms determined and agreed with
its trade customers. The credit periods are ranging from 30 to 60
days.

The following is an ageing analysis of trade receivables, presented
based on the invoice date at the end of the reporting period:

B RKFIBEETEZREE KI5K
REEERGEREL - XAA]
ZEEMDREEE S EPERD
KB EMNGERMETL - EEHA
30260H -

RBEMRREZEAHZINES
JEUGRIRH BREC DATEA T

30 June 31 December

2019 2018

—g-h%E —E)\F

NA=1+H +—-A=+—~H

HK$’000 HK$’000

FHET AT

(Unaudited) (Audited)

(RBEZ) (feE=%)

0-30 days 0£30H - 5,088
31-60 days 31E260H - 2,930
- 8,018

The Company maintains a defined credit policy to assess the credit
quality of the trade customers. The collection is closely monitored
to minimise any credit risk associated with these trade receivables.
There is no allowance for doubtful debts for both periods. None
of the above trade receivables is either past due or impaired. The
Group has assessed the creditworthiness, past payment history
and subsequent settlement, and considered that the amounts are
still recoverable. The Group does not hold any collateral over these
balances.
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Notes to the Condensed Interim Financial Information

1 B mp A B 1S B R B R

30 June 2019
TE—NFENA=FH
PREPAYMENTS AND OTHER RECEIVABLES 18. FMAfMIREREMERKRIA
30 June 31 December
2019 2018
—E-NE —T-)\F
~A=1+H +—-—A=+—8”
HK$’000 HK$'000
FEx FHETT
(Unaudited) (Audited)
(REBEZ) (FE2E%)
Other receivables H A U GRTE 3,205 3,085
Other debtors, deposits and Ho A EUARTE
prepayments Ee MENFIA 2,668 4,300
5,873 7,385

TRADE PAYABLES

The following is an ageing analysis of the trade payables, presented
based on the invoice date at the end of the reporting period:

19. BHEFNRIA

REEMRIZEZAHZINES
FERFIRRBREE DTN

30 June 31 December

2019 2018

—2-N%F —E)\F

~NA=1+H +-A=+—H

HK$’000 HIK$'000

FERT FA&T

(Unaudited) (Audited)

(REER) (&)

0-60 days 0Z60H 1,173 2,790
61-90 days 61E90H - 504
Over 90 days im0 H 2,196 1,677
3,369 4,971

Included in the Group’s trade payables are construction retention
payables of HK$75,000 (31 December 2018: HK$75,000).

AEEESEMNRERTETIRRE
RHRE 4 75,0008 70 ( —F— )\ 4F
+=—A=+—H :75000/&5T) °

BEAREREBAA o
.
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7 B mp H B 7S S L B R

30 June 2019
ZE-NFANA=1H
20. BANK BORROWINGS 20. SRTTIERK
30 June 31 December
2019 2018
—E-NhF —E-N\F
RA=+H +TZH=+—H
HK$’000 HK$'000
FET FAT
(Unaudited) (Audited)
(RESEZ) (&%)
On demand or within one year REXRKS—FA 32,513 32,517
In the second year F_F 2,240 2,240
In the third to fifth years inclusive F-FEERF
(BEEEMF) 2,240 4,480
36,993 39,237
Less: Amount due within one year B —FARIEBIE
shown under current liabilities MENBEE IR (32,513) (32,517)
Amount due after one year — 1R I ERFIR 4,480 6,720
Current-secured BNER — B 2,273 2,277
Current-unsecured BIER — K4 30,240 30,240
32,513 32,5617
Non-current-unsecured FERNHR — MK IT 4,480 6,720
36,993 39,237

ELL ENVIRONMENTAL HOLDINGS LIMITED
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1 B mp A B 1S B R B R

30 June 2019
ZE-NFNA=FH
BANK BORROWINGS (Cont’d) 20. SRITIER(#)
Carrying amount
BREE
30 June 31 December
2019 2018
—E-NEF —E-NF
Effective ARA=t+H T-A=1+—H
interest rate HK$’000 HK$’'000
BRR= THET FHET
(Unaudited) (Audited)
(REEEX) (JeE%)
Fixed-rate borrowing: &l 7E M E G -
Secured RMB bank borrowing BEBARE
RITER 5.10% 2,273 2,277
Floating-rate borrowings: TFENFI RGN
Unsecured HK$ bank borrowing RS TT
IRITE 2.33% 28,000 28,000
Unsecured US$ bank borrowing EIEAET
RITER 1.54% 6,720 8,960
Total bank borrowings SRITIERERE 36,993 39,237
SHARE CAPITAL 21. BF
30 June 31 December
2019 2018
—E-NEF —E-N\F
AA=t+H +=—A=+—H
HK$’000 HK$’000
THET FHET
(Unaudited) (Audited)
(REEER) (Fe&z)
Authorised: JERE
3,800,000,000 ordinary shares 3,800,000,000 i EH&E B
of HK$0.0001 each 0.0001 B LAy E @B 380 380
Issued and fully paid: BEITRAR
1,107,300,000 1,107,300,000 %
(31 December (ZZ—N\F
2018: 1,108,000,000) +=—A=+—H:
ordinary shares 1,108,000,000 f%)
of HK$0.0001 each A& 0.0001 BT
rEimx 111 111
BRRFERERL T

ZE-NAPHHRE
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7 B mp H B 7S S L B R

30 June 2019
—E-AFNA=TH
21. SHARE CAPITAL (Cont’d) 21. B*E(#)
A summary of movements in the Company’s issued capital is as RAREE BT BBt 40
follows: e
Number
of shares Amount
RHEE X
HK$’'000
FA&T
At 1 January 2018 R-E—-N\F—H—H 1,111,000,000 111
Shares repurchased and cancelled O] 88 K sESH 1D (3,000,000) N/A 7N A *
At 31 December 2018 RZZT—\F+=-HA=+—H 1,108,000,000 111
Shares repurchased and cancelled EEYyEEE )4 (700,000) N/A N3 A *
At 30 June 2019 —E-hAEXRA=1+H 1,107,300,000 111
* Amount less than HK$1,000. * & EH 1,000 7T ©
During the Period, the Company repurchased its own ordinary RAEME - N2 TR AT e
shares on the Stock Exchange as follows: EXRGHE@K - sFEmT
Price per share
Month of No. of BRER Aggregate
repurchase ordinary shares Highest Lowest consideration paid
EEA % EERRAHA BS BIK SRR E
HK$ HK$ HK$'000
BT BT FA&T
January 2019 700,000 0.140 0.140 98
—ZE-NF—H
The above ordinary shares were cancelled on 10 May 2019. FEBRRENR_ZE-NEFRA
THEIH e
None of the Company’s subsidiaries purchased or sold any of the RATIMEBA TR AEFESERE
Company’s listed securities during the Period. BN EEMARRR EMES o

ELL ENVIRONMENTAL HOLDINGS LIMITED

52 2019 Interim Report



Notes to the Condensed Interim Financial Information

22. RELATED PARTY TRANSACTIONS

(@)

The Group has sub-leased the commercial premises located
at Units 1-3, 11th Floor, Westlands Centre, 20 Westlands
Road, Hong Kong (the “Office Premises”) for use as offices
from Dragonfield Management Limited (“Dragonfield”), a
company controlled by close family members of a director
of the Company. On 5 September 2014, the Group entered
into a commercial premises sublease agreement with
Dragonfield for the continuing use and occupation of the
Office Premises after the listing, retrospectively, effective from
27 August 2014 to 26 August 2016 at a rent of HK$276,000
per annum (the “Sublease Agreement”). On 25 August
2016, the Group entered into a sub-lease agreement with
Dragonfield to renew the sub-lease of the Office Premises
for a term of three years, effective from 27 August 2016 to
26 August 2019.

On 11 December 2015, the Group entered into an
administrative services sharing agreement with Dragonfield
in connection with the sharing of administrative services,
retrospectively, effective from 1 July 2015 to 30 June 2018.
Upon expiry, the agreement was automatically renewed
for a term of the three years from 1 July 2018 to 30 June
2021. The Group was charged for the shared administrative
services including office utilities, overhead, accounting
resources, human resources and management services.

The total amount of rental and shared administrative service
expenses charged to profit or loss during the six months
ended 30 June 2019 was HK$1,608,000 (six months ended
30 June 2018: HK$1,459,000).

There is no amount due to Dragonfield at the end of the
reporting period.

1 B mp A B 1S B R B R

30 June 2019
ZE-NFNA=1H
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7 B mp H B 7S S L B R

30 June 2019

—E-NFNA=1H

22.

RELATED PARTY TRANSACTIONS (Cont’d)

(b)

During the six months ended 30 June 2019, HK$388,000
(six months ended 30 June 2018: HK$309,000) services fee
and rental expenses were paid to related companies over
which a Director has significant influence to operate, monitor
and maintain the two power plants of the Group.

Compensation of key management personnel

The remuneration of directors and other members of key
management during the Period was as follows:

22.

RS 5 (#8)

()

REZ-_Z—NLFXA
—t+HILEANEAR BEXf
388,000 t(#H = = &
—N\FRNA=Z+THIEAHE
A : 309,000/ T) RIE &
ArREeRY FEEA A
NEiE BEBREEARE
EMERER M—RE
EUREHEB AR BEEE
KEES -

TREIEEABRFH

AREERTEZEHEE
Hi ANBHF BT -

Six months ended 30 June

BEAA=+THLEAREAR

2019 2018
—E-hEF —E-N\F
HK$’000 HK$’'000
FET FH&T
(Unaudited) (Unaudited)
(RESEZ) (RE&HEZ)
Short-term employee benefits FHIES T 3,005 2,809
Post-employment benefits BRI 12T 59 39
3,064 2,848
The remuneration of directors and key executives EERTEITHABZH

is determined by the board of directors on the
recommendation of the remuneration committee having
regard to the performance of individuals and market trends.
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Notes to the Condensed Interim Financial Information

FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS

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

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

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

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

FAIR VALUE OF THE GROUP’S FINANCIAL ASSETS AND
FINANCIAL LIABILITIES THAT ARE MEASURED AT FAIR
VALUE ON A RECURRING BASIS

Some of the Group’s financial assets are measured at fair value
at the end of each reporting period. The following table gives
information about how the fair values of these financial assets are
determined (in particular, the valuation techniques and inputs used).

23.

5 BA P B B FS E R B e
30 June 2019
—E-AFNA=TH

EMITRANMARENE

ARAEFERBAABHECH
AR B RIZE kg A SRS
AREFECEBEENSDER
F—R F_RIE=H - Hut
m o
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St E BB A ARG EEE
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fE AR AR HA Bt S E R FE BT

30 June 2019

—E—ANFANA=ZFH

23. FAIR VALUE MEASUREMENTS OF FINANCIAL 23.
INSTRUMENTS (Cont’d)

FAIR VALUE OF THE GROUP’S FINANCIAL ASSETS AND
FINANCIAL LIABILITIES THAT ARE MEASURED AT FAIR
VALUE ON A RECURRING BASIS (Cont’d)

EMTAMHXEEE(HF)

BREFRBELIAREMNENESR
HemEERSBAROARE
(#)

Fair value Valuation techniques
Financial assets/financial liabilities Fair value as at Hierarchy and key inputs
SREE/ SRAE RUTBHZARE AREBR RERTREEGAEE
30.06.2019 31.12.2018
= —E2-)\F
~A=tA +ZRA=1+—H
Listed debt securities classified as Asset Asset Level 1 Quoted market price
financial assets at fair value through — HK$26,743,000 — HK$31,253,000 F—# MHRE
other comprehensive income BE BE
NEREREMEANGSEANE — 26,743,000 & 7T — 31,253,000/ 7T

STEMEREEN LTEHES

The Directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the condensed
consolidated financial statements approximate their fair values.

There were no transfers between Level 1 and Level 2 and no
transfers into or out of Level 3 during the Period.

E=RA REREEMBRE
REHANAARNSREENS
BAEENRAEEE AERE

AHME QRS — R RS
BEHMBEEARBEHE=L -

24. CAPITAL COMMITMENT 24, BEKIE
30 June 31 December
2019 2018
—E-NEF —E-)N\F
ARA=+H +ZH=+—H
HK$’000 HK$’'000
FET FHAT
(Unaudited) (Audited)
(REEZ) ($e®|I%)
Capital expenditure in respect of BRABFTHERRES
service concession arrangements B 75 R 3R 1 HH A Y AR 7S
contracted for but not provided TR ERFAE
in the consolidated financial
statements - 1,312
25. APPROVAL OF THE CONDENSED INTERIM 25. MEEARIART I EAHLE

FINANCIAL INFORMATION

The unaudited condensed interim financial information was
approved by the Board on 21 August 2019.
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