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Chairman’s Statement

ERBE

Dear Shareholders,

On behalf of the board of directors (the “Directors” and the
“Board”, respectively) of ELL Environmental Holdings Limited (“ELL
Environmental” or the “Company”, together with its subsidiaries, the
“Group”), | am pleased to present the annual report for the year ended 31
December 2016 (the “Year”).

ELL Environmental started as an environmental solution provider in China,
providing wastewater treatment services in Jiangsu Province. Over the
past decade, ELL Environmental has laid down a solid business foundation
in China. So far, the Group’s business has been a great success and the
Company has earned an excellent reputation from the services it provided.
Nevertheless, the market has become more and more challenging due
to the increased competition and thus the diminishing opportunities in
securing new wastewater treatment projects with satisfactory expected
return. As such, the Group has been actively looking for potential
investments outside its current sector to regain the momentum for growth.
After long studying and strategic planning, the Group has identified its
new direction of future development. In the fourth quarter of 2016, the
Group acquired Weal Union Limited (“Weal Union”) and its subsidiary
in the Republic of Indonesia (“Indonesia”) which is engaged in biomass
power generation business in Jambi, Indonesia. The Board expects that
the demand for power supply in Indonesia will undergo an upward trend,
and the biomass power generation market has a huge potential given its
environmental-friendly nature for which the local government has been
strongly encouraging and supporting. The acquisition commensurates
with the Group’s strategy in expansion and diversification into other
environmental protection business, and is conducive to the Group’s long-
term development and shareholders’ interest. At present, the Group
is investing in improvement works in the power generation facilities to
facilitate its efficiency enhancement. Furthermore, the Group is also looking
into other environmental protection projects in Indonesia including but
not limited to biofuel pellets production. The management is enthusiastic
about the new element of growth of ELL Environmental, and is confident
of delivering a satisfactory return from the new investments in the future.
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Chairman’s Statement

EFRHRE

During 2016, the Group entered into an agreement to dispose of 100%
interest in Rugao Honghao Metal Water Treatment Company Limited* (21
SRt BRE/KEEER 2 5) (‘Rugao Honghao’), an indirect wholly-
owned subsidiary of the Company before completion of the disposal and
which operates the wastewater treatment facility (the “Rugao Honghao
Facility”), to FiB R AEHEIRERMEF R A /] (Nantong Jiahe Technology
Investment Development Co., Ltd*) (“Nantong Jiahe”). The decision was
made after the Board’s consideration of the diminishing profitability of the
Rugao Honghao Facility due to an increase in operating costs in recent
years. The management believes that a higher return can be achieved by
allocating the funding to new investments and the Group’s overall growth
in return can be further strengthened.

For the Year, ELL Environmental recorded a revenue of approximately
HK$100.3 million with a year-on-year decrease of 31%. The gross profit
was HK$34.3 million, down by 32% year-on-year. The decrease in revenue
and gross profit was primarily due, among other things, to the decrease in
construction revenue and recognitions of construction margin arising from
the upgrade works of our wastewater treatment facilities. The net profit
was HK$11.5 million, down by 71% year-on-year.

Looking forward, the Group will continue its successful business
philosophy in being proactive in looking for new growth, while staying
cautious in risk assessments for its expansion.

| hereby would like to express my gratitude to my fellow Directors,
shareholders and staff. The management and staff of ELL Environmental
will strive to deliver better performance and generate attractive returns to
our investors and shareholders.

Chau On Ta Yuen
Chairman

Hong Kong, 24 March 2017

the English translation of Chinese name is for information purpose only and
should not be regarded as the official English translation of such Chinese name.
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Management Discussion and Analysis

EEEWED

BUSINESS REVIEW

In 2016, the global economy suffered from political uncertainties resulting
from elections in multiple countries. Despite the weak recovery of the
global economy, China attained an economic growth rate of 6.7% in
2016, contributing 33.2% of the global economic growth. It remains a
powerhouse of the global economic growth.

As environmental protection is a global concern, China is in urgent need
of environmental protection services and the State Council emphasised
the need to promote the environmental protection industry in its 13th Five-
Year Plan. In April 2015, the State Council released the Action Plan for
Prevention and Treatment of Water Pollution. In October of the same year,
it issued a document concerning the reform of wastewater treatment tariff
systems. In this context, we expect the wastewater treatment industry
in China to see a continuous and rapid development. The Company
is committed to actively exploring and capturing market opportunities
available, and steadily operating its wastewater treatment business.

Rugao Hengfa Water Treatment Company Limited (“Rugao Hengfa”) has
completed its upgrade works and commenced trial commissioning, while
awaiting examination and approval by the local government. Haian Hengfa
Wastewater Treatment Company Limited (‘Haian Hengfa”), on the other
hand, is undergoing various examinations and approval processes by the
local government. With the completion of the upgrade of the wastewater
treatment plants of Rugao Hengfa and Haian Hengfa, respectively, we
are in a favourable position to negotiate with the relevant governmental
departments to adjust upward the wastewater treatment tariffs and in turn,
expect the increased wastewater treatment tariffs to contribute positively
to the Company’s revenue and gross profit in the near future.

On 21 September 2016, the Group entered into an agreement to sell all
of the equity interest of Rugao Honghao to Nantong Jiahe to provide an
additional source of capital to fund the Group’s operations and future
business development opportunities. As at 31 December 2016, Rugao
Honghao remained as a subsidiary of the Company and we continue to
operate three wastewater treatment facilities in Jiangsu Province, including
the facilities of Haian Hengfa and Rugao Hengfa. During the Year, these
two facilities treated a total of 20 million tonnes of wastewater.
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Management Discussion and Analysis

EEEWED N

The Company has been actively supporting national policies and coping
with market changes in a flexible way. In response to the “Belt and Road”
Initiative launched by the Central Government, the Group has been paying
close attention to development opportunities in the PRC and abroad. The
acquisition of Weal Union has marked the milestone as the Company’s
first step to invest in the Indonesian environmental protection business. At
present, the Group is actively improving its power generation facilities in
order to speed up the development of its biomass generation business.

OUTLOOK

Facing the changing market, the Company will continue to implement its
prudent and stable operation strategies, based on the solid foundation
laid down over the past years. The Group will actively cooperate with
local governments in reviewing and discussing the details of upward
adjustments of water tariffs.

Moreover, the Board expects that Indonesia’s demand for power supply
will increase significantly in the near future. As the largest economy in
Southeast Asia, Indonesia falls short of power supply. To this end, the
Indonesian government has launched the Indonesia Terang / Bright
Indonesia Programme, of which the primary objective is to increase
national generating capacity of 35,000MW for 10,300 villages by 2019,
while improving the national power coverage rate to 97.35%. As part of
the Indonesian government’s effort to develop renewable energies, 25% of
the 35,000MW power increased under this plan will come from renewable
energies. The total investment of this plan is about US$3 billion (equivalent
to IDR40 ftrillion) with only 14% financed by the government and public
expenditure, which creates huge investment space for private capital.
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Management Discussion and Analysis

EEEWED

Indonesia is abundant in biomass resources. It is estimated that the
potential total capacity of biomass power generation in Indonesia amounts
to 50,000MW. All government policies to promote the development of
renewable energies and Indonesia’s increasing demand for power supply
suggest that Indonesia will make increasingly more efforts to generate
power with biomass resources. In this regard, we believe that there is
significant potential in Indonesia’s biomass power generation market and,
therefore, commit to investing in this market in an attempt to improve
the Group’s biomass power generation facilities and their capacities.
The biomass power generation business is not only an expected growth
area for the Group, but also a starting point for the Group to launch
environmental protection business in Indonesia and/or other regions
in Southeast Asia. In the future, we shall actively explore business
opportunities in the relevant industries (including production of biomass
fuel), with an aim to continue diversifying our environmental protection
business portfolios.

FINANCIAL REVIEW
REVENUE

Our total revenue decreased by 31.0% to HK$100.3 million for the Year
from HK$145.5 million for the previous year. The decrease in revenue was
primarily attributable to (i) a decrease in construction revenue by 54.6%
to HK$36.2 million for the Year from HK$79.8 million for the previous year
due to the completion of the upgrade works of the wastewater treatment
facility of Rugao Hengfa (the “Rugao Hengfa Facility”) during the Year;
and (i) the pending water tariff adjustments for the wastewater treatment
facilities to cover the increase in costs of raw materials and overheads for
the Year, for which negotiation with the local governments is in progress.

COST OF SALES

Our total cost of sales decreased by 30.5% to HK$66.0 million for
the Year from HK$95.0 million for the previous year, primarily due to
a decrease in total construction costs to HK$25.5 million for the Year
from HK$60.6 million for the previous year as a result of the completion
of the upgrade works of the Rugao Hengfa Facility during the Year as
aforementioned. Such decrease in cost of sales was partly offset by (i)
the inclusion of the operating costs of the power plants in a subsidiary
incorporated in Indonesia amounting to HK$5.5 million which we only
acquired in September 2016; and (i) the increases in cost of raw materials
and overhead costs for the operation of the wastewater treatment facilities
as a result of the increased consumptions of raw materials per unit of
wastewater treated and the inflation in market prices of such costs.
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Management Discussion and Analysis

EEEWED N

GROSS PROFIT AND GROSS PROFIT MARGIN

Our gross profit decreased by 32.0% to HK$34.3 million for the Year from
HK$50.4 million for the previous year, primarily due to (i) a decrease in
the recognition of construction margin arising from the upgrade works of
the Rugao Hengfa Facility to HK$10.7 million for the Year from HK$19.1
million for the previous year due to its completion during the Year as
abovementioned; and (ii) the decrease in the gross profit of Rugao
Honghao to HK$0.8 million for the Year from HK$4.2 million for the
previous year due to the increases in cost of raw materials and overhead
costs per unit of wastewater treated as abovementioned.

Our gross profit margin maintained at 34.2% for the Year as compared
with 34.7% for the previous year, as the effect of the decrease in the
construction margin and the increases in the cost of raw materials and
overhead costs in relation to the operation of the wastewater treatment
facilities offset with each other.

OTHER INCOME AND GAINS

Our other income and gains increased by 113.6% to approximately
HK$11.3 million for the Year from HK$5.3 million for the previous year,
which was primarily attributable to () an increase in interest income from
available-for-sale investments, and (i) the increase in refund of value-
added tax.

ADMINISTRATIVE EXPENSES

As a percentage of our revenue, our administrative expenses represented
25.1% and 12.6% for the year ended 31 December 2016 and 2015,
respectively. Our administrative expenses increased by 37.8% to HK$25.2
million for the Year from HK$18.3 million for the previous year. The
increase was primarily attributable to (i) the professional fees of HK$3.0
million incurred in relation to the acquisition of all the issued shares of Weal
Union in connection with the palm kernel oil mill and the ancillary biomass
power plants operation business in Indonesia during the Year; and (ii) the
increases in staff costs and other office and administrative expenses.
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Management Discussion and Analysis

EEEWED

FINANCE COSTS

Our finance costs increased by 57.9% to HK$2.0 million for the Year from
HK$1.2 million for the previous year, primarily due to an increase in interest
expenses on the bank loan which the Company drew down in September
2015.

PROFIT BEFORE TAX

Our profit before tax decreased by 48.9% to HK$18.5 million for the Year
from HK$36.2 million for the previous year, primarily due to the factors
mentioned above.

INCOME TAX

We recorded an income tax expense of HK$7.0 million for the Year as
compared with an income tax credit of HK$3.9 million for the previous
year, primarily due to the absence in the current year of the one-off tax
refund of HK$10.0 million from the Taxation Bureau of Rugao City, Jiangsu
Province, the PRC available in the previous year.

PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY

Our profit attributable to owners of the Company decreased by 73.8% to
HK$10.3 million for the Year from HK$39.5 million for the previous year,
primarily due to the factors mentioned above.

BANK BORROWINGS

As at 31 December 2016, the Group had a three-year bank loan with
a carrying amount of HK$2.2 million (2015: HK$5.4 million), which was
denominated in Renminbi with a fixed interest rate at 6.77% per annum.
This bank loan was secured by the land use right and properties used in
the operation of the Group’s wastewater treatment business.

As at 31 December 2016, the Group had a one-year bank loan with a
carrying amount of HK$30.3 million, which was denominated in Hong
Kong dollars (2015: HK$29.8 million, which was denominated in Renminbi)
with a variable interest rate at Hong Kong Interbank Offered Rate plus
3% per annum (2015: fixed interest rate at 4.5% per annum). The loan is
unsecured and repayable on demand.
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Management Discussion and Analysis
B E TR EE AT

LIQUIDITY AND FINANCIAL RESOURCES

Our principal liquidity and capital requirements primarily relate to
investments in our projects, construction of our wastewater treatment
facilities and purchase of equipment, as well as costs and expenses. As at
31 December 2016, the net assets of the Group amounted to HK$569.6
million (2015: HK$515.1 million), increased by 10.6% as compared with
2015.

The Group’s gearing ratio is calculated by dividing total debt by total equity
and total debt is the bank borrowings. The gearing ratio was kept stable,
being approximately 0.1 both as at 31 December 2015 and 31 December
2016.

TREASURY POLICIES

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

CAPITAL EXPENDITURES

Our major capital expenditures consist primarily of expenditures to
upgrade and improve the Group’s wastewater treatment facilities. During
the Year, our capital expenditures incurred for the upgrade works of
the Rugao Hengfa Facility amounted to approximately HK$25.5 million
(2015: HK$60.6 million). These capital expenditures were funded by funds
generated from our operating activities, the proceeds from the share offer
completed on 26 September 2014 and the Top-up Placing (as defined
below).
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FOREIGN EXCHANGE RISKS

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

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS
AND DISPOSALS OF SUBSIDIARIES, ASSOCIATES AND
JOINT VENTURES

On 21 September 2016, the Group entered into an agreement with
Nantong Jiahe to dispose of all the Group’s equity interest in Rugao
Honghao (the “Proposed Disposal”), as detailed under the section
headed “Events After the Reporting Date” on page 18 of this annual
report. As at 31 December 2016 and the date of this report, the Proposed
Disposal has not been completed and Rugao Honghao remained as a
subsidiary of the Company.

On 16 June 2016, the Group entered into a share purchase agreement
(the “SPA”) with Fusion Joy Holdings Inc. (“Fusion Joy”) and Carlton
Asia Limited (“Carlton Asia”) to acquire all the issued shares of Weal
Union (the “Acquisition”), as detailed under the section headed “Issue
of Equity Securities” on page 80 of this annual report. The Acquisition
was completed on 21 October 2016 and Weal Union became an indirect
wholly owned subsidiary of the Company.
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Apart from the Acquisition and the Proposed Disposal above, there were
no other significant investments, material acquisitions or disposals of
subsidiaries, associated companies or joint ventures throughout the Year.

CONTINGENT LIABILITIES

As at 31 December 2016, the Group had no contingent liabilities (2015:
nil).

EMPLOYEE AND REMUNERATION POLICIES

As at 31 December 2016, the Group had 223 (2015: 78) employees
(including the Directors). Employee costs (including Directors’ emoluments)
amounted to HK$12.8 million for the Year (2015: HK$9.8 million). Our
remuneration policy for the Directors and our senior management
members is based on their experience, level of responsibility, length of
service and general market conditions. Any discretionary bonus and other
merit payments are linked to the financial results of the Group and the
individual performance of the Directors and senior management members.
The Group encourages self-development of its employees and provides
on-the-job training where appropriate.

The Company has adopted a share option scheme on 5 September 2014
for the purpose of providing incentives and rewards to eligible directors
and employees of the Group.
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Management Discussion and Analysis
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USE OF PROCEEDS FROM INITIAL PUBLIC OFFERING
AND TOP-UP PLACING

The net proceeds from the initial public offering of the Company’s shares
(the “Shares”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 26 September 2014 (the “IPO”) (after deducting
underwriting fees and related expenses) amounted to approximately
HK$77.6 million. As at 31 December 2016, the net proceeds from the IPO
had been fully utilised.

In addition, the Company completed a top-up placing of 160,000,000
Shares, raising total net proceeds of HK$151.1 million in April 2015 (the
“Top-up Placing”). The net proceeds from the Top-up Placing had been
fully utilised as at 31 December 2016.

The table below sets out a summary of the use of proceeds from the IPO
and the Top-up Placing:

HROMAREREERNESHE
RIRHE

AREERPTHRB DR -_Z—TFEA
A+ NBEBEBMERIMERAR]
(TR ) BERAREE(BRAME
1) MMEREFR(RIREHEER R
HERZB)HNRTTOEEET - RZE
—RETZA=+t—B BRAHEE
PSR R D AR RUER -
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B ([ S ERFEE |) 160,000,000
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}EH °
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Actual use of proceeds as at

Intended use of proceeds 31 December 2016
Fund raising activities Net proceeds (approximately) R-ZE—X<"F+=HA=+—H
SEED RS RIRFE FreRERERZE (HX) SRR ER AR
The IPO HK$7.5 million Capital expenditure for the Fully utilised for capital expenditure
EPNGE: S T5BEEAT upgrading works of the for the upgrading works of the Haian

Haian Hengfa Facility
BB ERMETHRTIZ
BV E B X

HK$55.2 million Capital expenditure for the

Hengfa Facility
BYRIERRBERETRIE
B E AR

Fully utilised for capital expenditure

552 B&BTT upgrading works of the Rugao  for the upgrading works of the

Hengfa Facility
MRE R AR TIZ
B E B X

Rugao Hengfa Facility
BEAENRBEERBARIE
B EARFIX

HK$12.3 million Potential investment into new Fully utilised for the payment of part
1283B&87T wastewater treatment or other  of the cash consideration to Fusion

environmental protection
projects in and outside the

PRC

Joy in relation to the Acquisition
(the “Consideration”)
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Fund raising activities

Net proceeds

Intended use of proceeds
(approximately)

Actual use of proceeds as at
31 December 2016
R=-ZB—XRFE+=A=+—8

£ETH SRR FRSFEEE AR (B140) FRERIRERAR
HK$2.6 million Capital and general corporate Fully utilised for working capital
26BEETT purposes, including related purposes

The Top-up Placing
FRERFRE

HK$122.7 million
1227 B&EBTT

administration expenses
BAR—MEERE -
BFEITER X

Potential acquisition of the
Wuping Second Waste Water
Treatment Facility ®@ and other
potential investments
BT 58 57K R IR R @
REMBERED

THRIFEREEE RS

Approximately HK$75.0 million
was used for the payment of the
remaining cash Consideration ",
H75.0 B EBTTREX
FIERIRESRED o

Approximately HK$44.6 million
was used for capital injection into
the target company under the
Acquisition for settlement of
bank loan.
#)44.6 B &BTTRIER
WEEEIETERAREE -
NEEBIRITER ©

Approximately HK$3.1 million was
used for capital injection into the
target company under the
Acquisition for its capital
expenditure
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sz o
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Fund raising activities

Intended use of proceeds

Net proceeds (approximately)

Actual use of proceeds as at
31 December 2016
R-ZE—X<"F+=A=+—H

£EEH FRERIE R FRi8R RS E AZ (#40) FERHEERAR
HK$28.4 million Further capital expenditure Fully utilisied for further capital

284 BBETT

required for the upgrading works

of the Rugao Hengfa Facility
INRIE R IETHR TR

HIHE — F R E AR

As set out in the Company’s annual report for 2015, management of the
Group sees huge prospects in other markets, including Indonesia, and seeks
to diversify in the environmental protection businesses that are in line with
the corporate value and direction of our Company. The completion of the
Acquisition enables the Group to diversify its business portfolio to cover palm
kernel oil production and bioenergy supply businesses in Indonesia, that are in
line with the Indonesian government’s national policy to reduce carbon emission
and speed up the use of renewable energy. Management is, therefore, of the
view that the Acquisition is in line with our corporate value, our planned use of
proceeds from the IPO to pursue expansion in environmental protection related
business and our planned use of proceeds from the Top-up Placing for potential
investments.

The Company’s plan in connection with the proposed acquisition of Wuping
Second Waste Water Treatment Facility as set out in the Company’s
announcement dated 22 April 2015 has been stalled as the Company has not
been able to reach a consensus with the relevant vendors on the commercial
terms of such acquisition, especially in light of the continuing devaluation of
Renminbi against United States dollars.
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EVENTS AFTER THE REPORTING DATE

On 21 September 2016 (and supplemented by a supplemental agreement
dated 28 February 2017), Greatcorp International Limited (“Greatcorp”),
an indirect wholly-owned subsidiary of the Company, as vendor, and
Nantong Jiahe, an independent third party of the Company, as purchaser,
entered into an equity transfer agreement in relation to the disposal of
Rugao Honghao, an indirect wholly-owned subsidiary of the Company. As
at the date of this report, the Proposed Disposal has not been completed
and Rugao Honghao remains a subsidiary of the Company. To the best of
the Directors’ knowledge, the conditions precedent to the completion have
been fulfilled and the parties are ready to proceed to completion and the
settlement of the consideration for the Proposed Disposal. The Company
is working with the purchaser with its best endeavours to complete the
Proposed Disposal as soon as practicable. For further details, please refer
to the Company’s announcements dated 21 September 2016 and 28
February 2017, and Notes 29 and 43 to the Notes to the Consolidated
Financial Statements in this report.

Save as disclosed above, the Group had no material event subsequent to
the end of the Year and up to the date of this report.

FINAL DIVIDEND

No final dividend for the Year has been recommended by the Board (2015:
HK1 cent per Share).

the English translation of Chinese name is for information purpose only and
should not be regarded as the official English translation of such Chinese name.
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Environmental, Social and Governance Report

BRiE  HERERRE

This environmental, social and governance report (‘ESG Report”) is
for the purpose of outlining our approaches and strategies in pursuit of
sustainable development during the Year. Unless otherwise stated, the
ESG Report covers the sustainability initiatives and performances of
our Hong Kong office and our core businesses in wastewater treatment
services provided by our three wastewater treatment facilities in operation
in Jiangsu Province, namely the Haian Hengfa Facility, the Rugao Hengfa
Facility and the Rugao Honghao Facility. The kernel oil production and
biomass power generation business in Jambi Province, Indonesia,
acquired by the Group during the Year is excluded in the scope of Report.
The ESG Report is prepared in accordance with the Environmental, Social
and Governance Reporting Guide set out in Appendix 27 to the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

OUR APPROACH TO SUSTAINABILITY DEVELOPMENT

As a green environmental protection enterprise, we are committed to
creating sustained value for stakeholders by incorporating environmental,
social and governance considerations into our operation. We seek
for opportunities to upgrade our facilities in order to meet the PRC
government’s new environmental policies and this will further enhance our
competitiveness in the regions where we operate. We strictly abide by
industry standards and relevant applicable laws, including but not limited
to the Environmental Protection Law of People’s Republic of China, The
Environmental Impact Assessment Law of the People’s Republic of China
and Law of the People’s Republic of China on Prevention and Control of
Water Pollution. We strive to be a role model in pursuit of sustainability
development in the area of green business world.

STAKEHOLDER ENGAGEMENT

We believe that understanding the views and opinions of our stakeholders
is of paramount importance to the long-term success and growth
of an environmental protection enterprise. Sustainable development
embraces not only our own ESG performance but also our relationship
with stakeholders. As such, we are devoted to maintaining close and
harmonious relationships with our stakeholders. Continuous engagement
with our stakeholders, both formally and informally, enables us to
recognize our own strengths and weaknesses to better sharpen our
business strategies to respond to their needs and expectations, anticipate
risks and strengthen key relationships. We have identified our key
stakeholder groups as those who are affected by, or have the ability to
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RIE - HERERERE

influence our business, including employees, governments, suppliers,
shareholders, local community and non-governmental organizations. The
information collected throughout the stakeholder engagement process
serves as an underlying basis for the structure of this report. We will seek
ways to step up our effort on stakeholder engagement and review the
effectiveness constantly.

OUR PEOPLE

The Group regards our human capital as one of the most important
assets. People orientation has been deep-seated in our corporate culture.
We aspire to be a preferred employer by offering fulfilling career paths,
satisfying development opportunities and competitive remuneration
packages to our people. In addition, we strive to provide them with a
fair, diversified, pleasant and non-discriminating working environment,
complemented with a suite of training programs to enable our people to
grow with us. As at 31 December 2016, we had a total of 216 employees.
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TALENT ACQUISITION AND RETENTION

As an equal opportunity employer with an aim to create a workforce
characterized by diversity, regardless of the age, gender, religion, marital
status and other facts of job applicants, we only take competences,
experience and qualifications into consideration during the decision
making process of recruitment. We strictly prohibit labour from working
before signing labour contract.

We strictly abide by the Labour Law of the People’s Republic of China,
the Labour Contract Law of the People’s Republic of China and other
applicable local laws for protection of the rights, interests, benefits and
welfare of our employees. Our employee handbook sets out the standard
working hours, paid leaves and dismissal policy to safeguard the rights
of our people. We adhere to social security scheme to provide pensions,
unemployment, medical, work-related injury and maternity insurance
along with housing provident fund (fif&—%) to our employees in China
whereas the Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) in Hong Kong under
the Mandatory Provident Fund Schemes Ordinance for those employees
who are eligible to participate in the MPF Scheme. In addition, the Group
offers competitive remuneration and compensation package consisting
of basic salary and additional allowances to our employees. Basic salary
is determined in accordance with the qualifications, experience, work
performance, level of responsibility and length of service of our individual
employees whereas additional allowances include overtime work
allowance, communication allowance, medical allowance, meal allowance
and discretionary bonus as compensation and benefits. A comprehensive
performance appraisal system which regularly assesses and reviews the
performance of all employees has been established. We will take into
account the performance appraisal for employee promotion and salary
adjustment.

Starting from 2016, to enhance the sense of belonging among our
workforce, we have implemented a “rehiring of retiree” scheme in our
waste treatment plants such that re-employed staff can continue sharing
their valuable expertise and experience while enjoying rehired salary and
the pension. During the reporting period, the employee turnover rate of all
of our three wastewater treatment facilities is 6%.
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HEALTH AND SAFETY

We always put health and safety of our employees as one of our top
priorities. We are fully committed to offering a safe and healthy working
environment to our employees by minimizing the health and safety risks
posed to them. With our guiding principle of “safety first, prevention
emphasized”, we have established a safety management system of three
levels. Under this system, the management of the safety division will be
responsible for setting the guidance for the health and safety matters while
safety officers of individual departments and teams will act as supervisors
and executors respectively, in a bid to root out latent dangers and
minimize potential risks immediately. Our occupational health and safety
policy has highlighted our care and intention to protect every employee. In
case of a safety incident, our employees are required to follow our policy
with respect to reporting and investigation of the incident.

We strive to enhance safety awareness in our workplace. The objective of
zero-injury rate is always pinpointed in our wastewater treatment facilities.
We carry out weekly safety meeting and provide adequate protective
equipment to our employees, for example protective gloves and masks,
to prevent them from occupational hazards. Also, a comprehensive body
check is offered to all employees on an annual basis. We strictly adhere
to applicable national laws and regulations, including but not limited to
Fire Protection Law and Regulations on the Safety Administration of
Dangerous Chemicals.

To augment the ability of emergency preparedness and response of our
employees, all of our operating plants are required to carry out emergency
drills and safety exercises periodically according to applicable national
laws and regulations as well as emergency preparedness plans which
cover a wide range of situations including fire and chemical leakage. This
way, not only the alertness of our staff can be enhanced, the coordination
among different teams in various situations can also be improved. The
management will assess the effectiveness of those emergency drills and
exercises afterward. We are pleased to announce that there was no work-
related fatality during the reporting year.
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TRAINING AND DEVELOPMENT

Our sustainable growth and development is underpinned by the skills,
knowledge and capabilities of our employees. They transform our visions
into actions. To ensure our people are well equipped to perform their
duties, apart from on-the-job training, we organize both internal and
external training programs that can be categorized mainly into knowledge
based and skill based courses. Below are some of the training courses
offered during the reporting period:

° wastewater quality testing

° sludge analysis

° standards of treated wastewater sludge
° wastewater treatment facilities operation
° quality control on laboratory test

° standardized management of laboratory
° health and safety

In addition, with the aim to foster a stronger sense of belonging and lay
a cornerstone for future enterprise development, mentorship program is
launched in some divisions that require a higher level of technical skills,
allowing junior employees to gain hands-on and practical experience from
senior industry experts.

LABOUR PRACTICE

In line with applicable labour laws, our labour standard policy stated our
standpoint that we adopt a zero tolerance approach to unethical labour
practice including but not limited to child labour and forced labour. During
the reporting period, we did not identify any issue related to child labour or
forced labour within the Group.
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ETHICAL CULTURE

Business ethics and corporate integrity are the cornerstone of the success
of the Group. We are committed to upholding the highest ethical standards
in all areas of our operation. We believe that integrity and honesty are the
prerequisites to gain respect and trust from various stakeholders. Our
Anti-Corruption Policy states our zero-tolerance approach with regard to
bribery, extortion, fraud and money laundering. Our employee Code of
Conduct clearly outlines our expectations on employees’ behavior and
every employee is required to understand, accept and follow it accordingly.
All'levels of our staff, including directors, must strictly adhere to applicable
local laws and regulations concerning bribery, extortion, fraud and money
laundering.

We have established a Whistle-Blowing Policy to encourage employees and
related third parties to raise concerns, in confidence, about misconducts,
malpractices or irregularities. Trainings would also be organized to
enhance and strengthen the employees’ understanding of the materiality
of moral standards and integrity. During the reporting period, we did not
identify any issue related to bribery, extortion, fraud and money laundering.

OUR SUPPLY CHAIN

During the reporting period, we worked with a total of 128 suppliers.
Our suppliers mainly include contractors for our construction works,
suppliers for chemicals for our wastewater treatment operations (including
sludge treatment), machine parts for our repairs and maintenance of
our equipment, service providers for repair and maintenance works and
contractors for sludge and sediments disposal. We generally source our
chemicals, machine parts and repair and maintenance services from local
suppliers.

We are committed to establishing cooperative, sustainable and mutually
beneficial relationships with our suppliers. We believe that the ways
how we work with our suppliers have an impact on the quality of our
products and services. The Group is dedicated to operating in stringent
compliance with all applicable local laws and regulations with integrity.
Simultaneously, we expect our suppliers to conduct business in a manner
that demonstrates best practices in relation to environmental and social
matters. Our supplier code of conduct has clearly set out our expectations
on suppliers for environmental, social and ethical standards including
but not limited to treating their employees fairly, having zero tolerance to
child labour and forced labour, maintaining a safe and healthy workplace,
upholding strong business ethics to root out corruption and frauds.
Regular assessment on the environmental and social performance of
suppliers is conducted. Any violation of the law or serious misconducts
can result in termination of cooperation until appropriate remedial
measures are well adopted.
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We have established and adopted a transparent and fair procedure for 2 Bt 4 E R &f i & B IR I E M ERA
supplier selection and management, including “Supplier Management #REAFHIEF - B1E [HfEMEIEIR
Procedures”, “Tender Management Policy”. We have developed an /7| [HBEEEEE | - B2 HIETH
assessment system to assess potential suppliers. Only registered suppliers il E AT (A B A L ER o E XA ER
are eligible to work with our Group. BEREAEESE -
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All of our water treatment sites have carried out environmental impact BT E 85K ER U ERIBEE B A
assessment in accordance with related regulations and obtained the RFRIRFEFZ LT 14 - WS BT
operation approval from government. We are committed to be a positive & EH#LE o B FIE D K BIREHIRA) —
force to our earth by treating effluent with rigorous process to clean up the 3 F * AR AR EIETKEHRESY
harmful substances. During the reporting period, our wastewater treatment 2 R & B - BI85 KGR 575
operation, handling municipal, industrial and heavy metal sewage, has EETE - TELKESEIT/K - )57KE
altogether treated a total of 20.8 million tons of wastewater. BE45HE208EHEM -
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TREATED WASTEWATER

To better safeguard the environment as well as the health and safety of
citizens, the quality of effluent after treatment is as of our main concern.
We have established a comprehensive “Service Commitment Policy” to
systemize the process and procedure of quality inspection. We strictly
follow the standards set out by relevant regulatory bodies. Haian Hengfa
Facility and Rugao Honghao Facility conform with the Discharge Standard
of Pollutants for Municipal Wastewater Treatment Plants ({35855 7K & 2%
S5 AP UEZE)) (GB18918-2002) Class 1-A discharge standard and that
of Rugao Hengfa has followed the Class 1-B standard of GB18918-2002.
Treated sewage meeting Class 1-A discharge standard of GB18918-
2002 would be discharged into the key water basins determined by the
state and the provincial government or any closed and semi-closed water
bodies such as lake and reservoirs. The discharged pollutant limits of
Rugao Honghao Facility, which treats heavy metal wastewater, further
complies with standards stipulated by the Emission Standard of Pollutants
for Electroplating ({ & #)5 £ IR Z4E)) (GB21900-2008).

SLUDGE TREATMENT

Sludge is the main waste generated from sewage treatment and water
purification process. To properly handle sludge, we have installed sludge
drying machine at our facilities. We have followed the Standard for
Pollution Control on Hazardous Waste Storage ({f& & BE ¥ 871755 242
ZX)) (GB18597-2001) to store sludge temporarily. In an attempt to avoid
secondary pollution from the improper disposal of sludge, we employ
third-party contractors with relevant licenses granted by the government
to collect treated sludge after moisture removal for further treatment and
disposal in a safe manner. Part of the sludge will be used in making bricks.

AIR EMISSIONS

We have developed a comprehensive and sophisticated monitoring system
to manage different kinds of emission. Our Emission Policy has outlined
the measures we have implemented to reduce different kinds of emission.
For odor generated from wastewater treatment process, we have built
covers on those structures that will generate odor in a bid to prevent it
from spreading out. The emission of waste gas including odor is abided
by the Class 2 standard set out in table 4 of the Discharge Standard of
Pollutants for Municipal Wastewater Treatment Plants (GB18918-2002).
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OUR GREEN OPERATION

As an environmental protection enterprise, we recognize the importance
to combat global climatic change in a timely manner. We shoulder the
responsibility to take initiatives to reduce the ecological impact by proper
management on the use of recourse in accordance with our use of
resources policy.

GREENHOUSE GASES (“GHGs”)

Energy consumption in our daily operation accounts for a major part of
our GHG emissions. To address the issue, we consistently seek ways to
improve energy efficiency and lower electricity usage in our facilities. Apart
from ameliorating our facilities, we also promote a green culture in our
operation such as reducing the times of business travel and encouraging
double-sided printing.

ENERGY MANAGEMENT

We actively explore opportunity to carry out energy-efficiency upgrade
for our equipment. This year, we successfully automatized the controlling
system of oxidation ditch in Rugao Hengfa facility which allows the
surface aerator to switch automatically according to the dissolved oxygen
data. This not only can prevent manual error, but also can reduce the
consumption of electricity. On the other hand, energy saving measures
have been integrated into our daily operation for example, LED lighting
is installed in our office areas and machine with energy efficiency label is
purchased.

WATER MANAGEMENT

Being a pioneer in environmental protection industry, it is our mission to
treasure every drop of water. In line with our water saving policy, measures
for preservation of water resources have been integrated into our daily
operation, for example, recycled water is being used for planting and
washing machine.

WASTE MANAGEMENT

We encourage the 3Rs of cutting down the amount of household solid
waste in our operation: Reuse, Reduce & Recycle. Mechanism of source
separation of waste is implemented for easier waste recycling. Non-
recyclable items will be sent to Sanitation department for further treatment.
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PAPER REDUCTION

Paper-saving measures are implemented in our daily operation, for
example, placing paper recycling bins at offices and encouraging use
of electronic document. As our core business is wastewater treatment
service, our operation does not involve any packaging materials.

OUR COMMUNITY INVOLVEMENT

As a pioneer in the environmental protection industry, we strive to develop
harmonious relationship with local communities where we operate. Our
Community Contribution Policy is in place to highlight the approaches we
take in this area.

During the reporting period, we have set up the Rugao Hengfa
philanthropic education fund which is used to subsidize university
students with financial difficulties. To be a socially responsible business
enterprise, we will always seek opportunities to give back to our society. In
particular, we hope to make use of our expertise to raise the awareness of
community on environmental protection in the near future.
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Mr. Chau On Ta Yuen

Mr. Chau On Ta Yuen, aged 69, was appointed as a Director of the
Company on 18 March 2014 and was re-designated as the chairman
and an executive Director of the Company on 5 September 2014. He
has been the chairman of the nomination committee of the Board since 5
September 2014. Mr. Chau also holds directorships in certain subsidiaries
of the Company and is mainly responsible for business development and
strategic formulation of the Group. He joined the Group in December 2002
as a director of Everbest Water Treatment Development Company Limited
(“Everbest”), an indirect wholly-owned subsidiary of the Company. Mr.
Chau is a director of and owns 90% of the issued shares in Wealthy
Sea Holdings Limited (“Wealthy Sea”), a substantial shareholder of the
Company.

Mr. Chau obtained a bachelor’s degree in Chinese language and literature
from Xiamen University (EF9KE) in the PRC in August 1968. He is
currently a member of the 12th National Committee of the Chinese
People’s Political Consultative Conference (B A REUAHEE:), a
deputy officer of the Social and Legal Affairs Committee of the Chinese
People’s Political Consultative Conference (2Bt @FEHIZ S
@) and the vice chairman and the secretary-general of the 10th board
of directors of the Hong Kong Federation of Fujian Associations (&/&1&
i1 BB ®). Mr. Chau was awarded the Bronze Bauhinia Star and the
Silver Bauhinia Star by the Hong Kong government in 2010 and 2016,
respectively.

BREREE

EZZREE 695 R-FT—F=
ATN\BEZERARBES AN
Z-NEANAARBESARREFR
WITEE - HE_T—HFNLARHE
—EREFENREZBEEIE - BX
ERFERARBETHBRARNESR
B UTXTREEARENEHER LR
BEHIET o RN -_FF-F+ - AMAK
SEETAQAEERE2ENBARESE
KBERERAR(EEDNEE - B
EERARAEIERFBEEEBRL
(s )MESEAHEAFEDETRD
#90% °

BSEER—NAANNFENAEFRBEEPTK
BREZESXEELEM - FRER
TEARBAHEEZE T _EE2EE
Se2ZE8  zERBHEENMEFEZES

ITERTERELEREE T RES
FRTERMER AEER_ZT—F

Hol

B

FRZFB-RNEDHEERE BT T
SHEBMRRFES -

RERRBMARAT —TAEFH 29



Directors’ and Senior Management’s Biographical Details

EEREREEEZBABE

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

Mr. Chan Kwan

Mr. Chan Kwan, aged 34, was appointed as a Director of the Company
on 25 February 2014 and was re-designated as an executive Director
and the chief executive officer of the Company on 5 September 2014. He
has been a member of the nomination committee of the Board since 5
September 2014. Mr. Chan also holds directorships in certain subsidiaries
of the Company and is mainly responsible for all major affairs of the Group,
including project construction and operation, business development,
marketing and strategic formulation. Mr. Chan joined the Group in March
2007 as a director of Everbest. Prior to joining the Group, Mr. Chan was a
database administrator at Panda Restaurant Group, Inc. in Los Angeles,
the United States, from February 2005 to December 2006.
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Mr. Chan obtained a bachelor’'s degree in science from the lowa State
University of Science and Technology in the United States in December
2004. He is a member of the 11th Fujian Province Committee of the
Chinese People’s Political Consultative Conference (FF B A RBUA
EREEAZLE®), a standing committee member of the 10th board of
directors of the Hong Kong Federation of Fujian Associations (&8 @12
L EEEE), the chief supervisor of the 10th Hong Kong Minxi Association
Ltd. (BB FAEE), the vice-president of the 11th Supervision Committee
of Lung Yen Residents Association of Hong Kong Limited (& 8e%& R 46
), and the president of the Hong Kong Federation of Overseas Chinese
Youth Committee (B /& ZEEZE A4RE). Mr. Chan is the elder brother of Mr.
Chan Pak Lam Brian, a non-executive director of the Company.

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

Mr. Radius Suhendra

Mr. Radius Suhendra, aged 43, was appointed as a Director of the
Company on 21 October 2016. Mr. Suhendra is mainly responsible for
all major affairs of an Indonesia-incorporated subsidiary of the Company,
which was acquired by the Group in late 2016. He has been overseeing
the construction and operation of the palm kernel oil mill and the ancillary
biomass power plants in that subsidiary.

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

Mr. Chan Pak Lam Brian, aged 28, was appointed as a Director of the
Company on 18 March 2014 and was re-designated as a non-executive
Director of the Company on 5 September 2014. He has been a member
of the remuneration committee of the Board since 5 September 2014.
Mr. Chan obtained a bachelor’'s degree in communication from Purdue
University in the United States in May 2011. Since March 2013, Mr. Chan
has been working as marketing and sales director at PT. Indoferro. He
has been involved in the business of the Group since September 2012
when he was appointed as a director of Exuberant Legacy Holdings
Ltd. (“Exuberant”), a company incorporated in Hong Kong, which was
intended by the then shareholders of Everbest Environmental to be used
as the holding company for the purpose of the listing of the Group. While
serving as a director of Exuberant, Mr. Chan was involved in exploring
business opportunities in the environmental-related industry within
the larger Asia region and was also responsible for the setting up and
maintenance of the Company’s information technology system. Mr. Chan
continued to be involved in the Group’s business after he was appointed
as a Director on 18 March 2014. Mr. Chan is the younger brother of Mr.
Chan Kwan, an executive Director and the chief executive officer of the
Company.

Mr. Chau Chi Yan Benny

Mr. Chau Chi Yan Benny, aged 35, was appointed as a Director of the
Company on 18 March 2014 and was re-designated as a non-executive
Director of the Company on 5 September 2014. He has been a member
of the audit committee of the Board since 5 September 2014 and also
holds directorships in certain subsidiaries of the Company.

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

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

Ms. Ng Chung Yan Linda, aged 41, was appointed as an independent
non-executive Director of the Company on 5 September 2014. She has
been the chairman of the audit committee of the Board and a member of
each of the remuneration committee and the nomination committee of the
Board since 5 September 2014.

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

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

Mr. Ng Man Kung, aged 65, was appointed as an independent non-
executive Director of the Company on 5 September 2014. He has been
the chairman of the remuneration committee of the Board and a member
of each of the audit committee and the nomination committee of the
Board since 5 September 2014,

Mr. Ng was a business consultant of China Orient Asset Management
(International) Holding Limited, a company principally engaged in
investment, from January 2014 to April 2015. He worked at Chiyu Banking
Corporation Ltd. from July 1969 to December 2012 and was a chief
executive from April 1992 to July 2012. Mr. Ng was an honorary president
of the 37th Chinese Bankers Club, Hong Kong, a member of the Council
of Hong Kong Polytechnic University from April 1999 to March 2003
and a member of the 10th Fujian Province Committee of the Chinese
People’s Political Consultative Conference (FBIA RBUAI R € #HEEE
Z8). Mr. Ng completed an extension course in banking at the Hong
Kong Polytechnic University in September 1982. Mr. Ng has also been
an independent non-executive director of each of Fujian Holdings Limited
(stock code: 181) since June 2014, Global Tech (Holdings) Limited (stock
code: 143) since March 2016 and China HKBridge Holdings Limited (stock
code: 2323) since March 2016.

Mr. Sze Yeuk Lung Benedict

Mr. Sze Yeuk Lung Benedict, aged 46, was appointed as an independent
non-executive Director of the Company on 5 September 2014. He
has been a member of each of the audit committee, the remuneration
committee and the nomination committee of the Board since 5 September
2014,

Mr. Sze is currently the principal of Dacheng Law Offices. He obtained
a degree of juris doctor from the Southwestern University in the United
States in December 1999. Mr. Sze also obtained a master’s degree in
business administration and a bachelor’s degree in science from the
Loyola Marymount University in the United States in December 1993 and
May 1992, respectively.
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Mr. Sze is qualified as a lawyer in the United States, Hong Kong as well as
the PRC. In June 2000, he was admitted to the practice of law in the State
of California and in the United States District Court of the Central District
of California, and is currently a member of the State Bar of California. In
September 2001, he was admitted to practise in the United States Court
of Appeals for the Ninth Circuit. In March 2004, he was admitted as a
Solicitor to the High Court of Hong Kong. In February 2008, he passed the
National Judicial Examination of the PRC and was granted qualification as
a legal professional by the Ministry of Justice in the PRC. In April 2014, he
was admitted to the Bar of the Supreme Court of the United States.

Mr. Sze is a member of the All-China Federation of Returned Overseas
Chinese (PZE2FIFBHZEBH A ) (the “ACFROC”), a member of the
legal advisory committee of the ACFROC (FF R{EH A RBEREZ 8 <), an
overseas legal adviser of the legal advisory committee of the ACFROC
in Jiangsu Province ((T#%& BHH EZREEMZ B ), an overseas legal
adviser of the ACFROC in Zhejiang Province (4TI %& &), a member of
the 11th Fujian Committee of the Chinese People’s Political Consultative
Conference (FEIARBUA SR BREEZEE), a legal adviser of the
Sy Clan Association of HK Limited (B8 K =€) as well as a voluntary
legal adviser of each of the Hong Kong CPPCC of Fukien Province
Members Association (f&&&ERIKHZE E8EE), the Hong Kong
Federation of Fujian Associations (& /& 4@+t B ®) and the 16th board
of The Federation of Jin Jiang Hong Kong Associations (B8 & T+t B4
)

(5o
= ).
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SENIOR MANAGEMENT
Mr. Fan Chi Chiu

Mr. Fan Chi Chiu, aged 31, joined our Group in April 2015 and was
appointed as the chief financial officer of the Company on 1 June
2015. He is mainly responsible for financial management and reporting,
investor relations, fund raising and capital management of our Group. He
assists the chief executive officer in our strategic planning and business
development, as well as the Group’s compliance with applicable laws and
regulations in Hong Kong and the PRC.

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

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

Mr. Wang Zili

Mr. Wang Zili, aged 54, was appointed as the deputy general manager of
the wastewater treatment facility operated by Haian Hengfa, a subsidiary
of the Company (the “Haian Hengfa Facility”) on 18 March 2014. Mr.
Wang joined the Group in February 2005 and is mainly responsible for
overseeing operational matters related to the Haian Hengfa Facility. Prior
to joining the Group, Mr. Wang was vice chairman and general manager
of Beijing Solar Power Nutritious Engineering Development Co., Ltd. (b=
IS E TR E AR A R]), a deputy general manager of National Youth
Services Centre (FEIE D F & RIEH L) and a researcher of Zhuzhou
Electric Locomotive Research Institute (238 2015/ D # B 7EF7), and
worked at Shenzhen Recruitment Services Company (#3115 AT BR#
2 7]). Mr. Wang obtained a bachelor’s degree in engineering from Dalian
Railway Institute (K238 £63) (now known as Dalian Jiaotong University
(KRB AE)) in the PRC in July 1983.
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Mr. Zhou Yinbing

Mr. Zhou Yinbing, aged 39, was appointed as the deputy general manager
of the wastewater treatment facility operated by Rugao Hengfa, a wholly-
owned subsidiary of the Company (the “Rugao Hengfa Facility”) on 18
March 2014 and is mainly responsible for overseeing operational matters
related to the Rugao Hengfa Facility and the wastewater treatment facility
operated by Rugao Honghao Metal Water Treatment Company Limited,
another wholly-owned subsidiary of the Company. Mr. Zhou joined the
Group in February 2004. Prior to joining the Group, Mr. Zhou worked at
Nantong Feilong Towngas Fittings Factory (78 i ¢ B2 /5 S % 8 BL4E ) from
September 1997 to February 2004, providing technological support in the
production department.

Mr. Zhou studied economics and management at the Party School of the
Jiangsu Provincial Committee of the Communist Party of China (35T
BRAZER) in July 2010, and obtained an associate degree in business
administration from the Open University of China (? REEE 1R AZ)
in July 2006 as well as a diploma in applied electrical and mechanical
technology from Jiangsu Province Nantong School of Agriculture (7T &k
EEBEEAZEER) in June 1997. Mr. Zhou was qualified as a wastewater
treatment technological management administrator by the Jiangsu
Province Housing and Urban-Rural Development (T & & (£ 57 Fyk 485E
2% E2) in December 2011, an engineer by Jiangsu Province Environmental
Protection Department (T #5 & BRERFEEE) in January 2008, a work safety
administrator by Rugao Administration of Work Safety (N5 &2 A E 2L
BEER) in June 20086.
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COMPANY SECRETARY
Mr. Kwok Siu Man

Mr. Kwok Siu Man, aged 58, has been appointed as the company
secretary of the Company since 18 March 2014. Mr. Kwok is an executive
director and the head, corporate secretarial of Boardroom Corporate
Services (HK) Limited and a director of Boardroom Share Registrars (HK)
Limited, our Hong Kong branch share registrar. He is presently a fellow
member of each of the Institute of Chartered Secretaries and Administrators
and the Institute of Financial Accountants in England, The Hong Kong
Institute of Chartered Secretaries (“HKICS”), The Association of Hong
Kong Accountants, The Hong Kong Institute of Directors and the Institute
of Public Accountants in Australia. He also possesses professional
qualifications in arbitration, tax, securities and investment, financial
planning and human resource management. He was the chief examiner of
the “Corporate Secretaryship/Hong Kong Company Secretarial Practice”
module of the international qualifying examinations of the HKICS and its
longest-serving council member/director. In addition, Mr. Kwok completed
the Common Professional Examination in England and Wales, obtained a
post-graduate diploma in laws and earned a bachelor’s degree of arts and
a professional diploma in company secretaryship and administration.

Mr. Kwok has an aggregate of over 25 years of extensive in-house
corporate secretarial, legal and management experience gained at
company secretary and other senior positions from overseas and Hong
Kong (including Hang Seng Index Constituent stock and Hang Seng
Mid-Cap 50) listed companies. He was the managing director of a top-
notch financial printer in Hong Kong with international affiliation and an
independent non-executive director of a company listed on the Main
Board of the Stock Exchange. He was named in the “International WHO’S
WHO of Professionals” In 1999 and has been an adjudicator of the Best
Annual Reports Awards organised by the Hong Kong Management
Association and a member of the Board of Review appointed by the
government of Hong Kong under the Inland Revenue Ordinance. He
is currently the company secretary and a joint company secretary of a
number of companies listed on the Stock Exchange and the vice-chairman
of a charity fund in Hong Kong.
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The Company is committed to fulfilling its responsibilities to the Company’s
shareholders (the “Shareholders”) and protecting and enhancing
Shareholder value through good corporate governance.

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

CORPORATE GOVERNANCE PRACTICES

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

SECURITIES TRANSACTIONS BY DIRECTORS

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

BOARD OF DIRECTORS
RESPONSIBILITIES

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

COMPOSITION

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

Currently, the Board comprises the following eight Directors:

Executive Directors (the “EDs”)

Mr. Chau On Ta Yuen (Chairman)

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

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

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

Mr. Ng Man Kung

Mr. Sze Yeuk Lung Benedict

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

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

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

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

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

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

DIRECTORS’ INDUCTION AND CONTINUING
PROFESSIONAL DEVELOPMENT

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

MEETINGS OF BOARD AND BOARD COMMITTEES AND
DIRECTORS’ ATTENDANCE RECORDS

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

ARBTHREEEFREB®R - AH
ELEHEENREREME - ARFN
AEERSBEREE2MEMEIR
12 W EKRWEFERARBEHEIFIIE
%o REARBFE2HICE AR
EREE REELELE  HEBALLE R
BHELE  ABAXLE  MEBLL -
RXPEEREERLES AR
—RELK  CXEAREERENMEME
SEBLENANE g HERS
KEIEAERE - BT REHEA o

EFEEeR EFEETERRER
EEHFICS

EXefEBFETORERE  AOE
FRIT-R EHRPEAMTEXAZE
ERRhBEN - YRFET SR IRER
ARAIEEMELENERERZBINE
e SR -REAEFRE LB
HMe-NBREFGEREA  RIEHNZ=
R HENEMAR RN 2RESTHL
AREBA UREFAREREZANATE
REE BN LEANENEGBEER -
HBREFEIHA  SEEFEME
ENTEZTEeREL HREMERIE
HAERE - IR = R HERNE
R EEE L ERESTS XM
EFBEBREZFHZERRERE
e 2RESRARESARRZAT
WE(2AWE]) 2B MR - A#E
REZESRF MAAAERRAMERE
AT REAMEREREMEFEES
SR NEREHR  BENEE
HERNRHRESCERATESEMH
MBEFHRTER MEKRERREAR
FHEEEMHN - RELHARA - EAR
EEeeRTNmEETHEAERE
B EENEBETHBACERER LTH
A AR EZ TR FORBERNER
RORWE - RTFTAGFEEAR ©

42 ELL ENVIRONMENTAL HOLDINGS LIMITED 2016 Annual Report



Corporate Governance Report
TEERRE

During the Year, one annual general meeting (the “AGM”), one
extraordinary general meeting (the “EGM”) and five Board meetings were
held. The table below sets out the attendance by the Directors of these

RAFE BBT-KXBRREFAE
((RRBFRE])  —RABRREFHIAE
((RREBHAE ) NAREES SR

meetings: TR EFLHFAZEFGH BN
Meetings attended/
Eligible to attend
HESHEIE
FEREEERRE
Board General

Name Meetings Meetings
& EEEel BRRAE
EDs BITES
Chau On Ta Yuen BAZ=EIR 3/5 2/2
Chan Kwan BREE 4/5 2/2
Radius Suhendra BREXA

(appointed on 21 October 2016) (R=ZZE—R"F+A=-+—BHEZT) 2/2 0/0
NEDs FHITES
Chan Pak Lam Brian BRABAK 2/5 0/2
Chau Chi Yan Benny BEA 4/5 2/2
INEDs BIAEHTES
Ng Chung Yan Linda HER 5/5 2/2
Ng Man Kung R 5/5 1/2
Sze Yeuk Lung Benedict HEE BE 5/5 2/2
Apart from the Board meetings, the Chairman of the Board held meetings MEZEGE&ZIN EFFEF TN ARF
with all the NEDs (including the INEDs) without the presence of the other &2 i\ﬁ%#éﬂﬁ%%( BB IFRNITE
EDs during the Year. B)BRITREHMATES2 NN E ©

Code provision A.6.7 of the CG Code provides that independent non-
executive directors and other non-executive directors should attend
general meetings and develop a balanced understanding of the views
of shareholders. A NED and an INED were not able to attend the AGM
held on 20 May 2016 (the “2016 AGM”) and the NED was not able to
attend the EGM held on 8 September 2016 (the “2016 EGM”) due to their
respective business engagements. Other Board members who attended
the 2016 AGM and the 2016 EGM were already of sufficient calibre and
number for answering questions raised by the Shareholders at the 2016
AGM and the 2016 EGM. However, to mitigate the above, the date of the
forthcoming AGM (the “2017 AGM”) has been discussed earlier to avoid

timetable clashes.
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BOARD DIVERSITY POLICY

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

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

CHAIRMAN AND CHIEF EXECUTIVE

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

BOARD COMMITTEES

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

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

The Audit Committee was established with written terms of reference in
compliance with the CG Code. It consists of three INEDs, namely Ms. Ng
Chung Yan Linda, serving as the chairlady, Mr. Ng Man Kung and Mr. Sze
Yeuk Lung Benedict and a NED, namely Mr. Chau Chi Yan Benny. The
terms of reference were revised and adopted on 11 December 2015 to
include the responsibility arising from the Stock Exchange’s proposal on
risk management and internal control under the CG Code applicable to
listed issuers with accounting periods on or after 1 January 2016.

The principal responsibilities of the Audit Committee include:

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

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

° developing and implementing a policy on the engagement of an
external auditor to supply non-audit services and reporting the
same to the Board, and identifying and making recommendations
on any matters in respect of which it considers that action or
improvement is needed;

° discussing with the external auditor before the audit commences,
the nature and scope of the audit and reporting obligations, and
ensuring proper co-ordination where more than one audit firm is
involved;

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

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

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

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

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

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

reviewing the external auditor’s management letter, any material
queries raised by such auditor to the Senior Management about
the accounting records, financial accounts or systems of control
and the Senior Management’s response;

ensuring that the Board will provide a timely response to the issues
raised in the external auditor’s management letter;

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

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

acting as the key representative body for overseeing the Company’s
relations with the external auditor;
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° establishing a whistle-blowing policy and system for employees
of the Company and those who deal with the Company (e.g.
customers and suppliers) to raise concerns, in confidence, with the
Audit Committee about possible improprieties in any matter related
to the Company;

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

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

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

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

° reviewing the Company’s compliance with the CG Code and the

disclosure in the Corporate Governance Report in the Company’s
annual report;

o reviewing on-going connected transactions of the Company
and ensuring compliance with the terms of approval by the
Shareholders;

o reviewing the findings of internal investigations and the Senior

Management’s responses in relation to any suspected fraud or
irregularities or failures of internal controls or infringement of laws,
rules and regulations; and

o considering any other topics as determined by the Board.

During the Year, four Audit Committee meetings were held whereat the
Audit Committee (i) reviewed the audited consolidated financial results
of the Company for the year ended 31 December 2015; (ii) reviewed the
unaudited consolidated financial results of the Company for the six months
ended 30 June 2016; (i) considered the change of independent auditor
and (iv) reviewed the internal control and risk management system of the
Group. The attendance of individual members was set out in the following
table.
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Meetings attended/
Eligible to attend
Name HESRIE
HE FERLEEERRH
Ms. Ng Chung Yan Linda hERLZ+ 4/4
Mr. Ng Man Kung RXHLEAE 4/4
Mr. Sze Yeuk Lung Benedict MeE BE S A 4/4
Mr. Chau Chi Yan Benny BEASE 3/4

REMUNERATION COMMITTEE

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

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

reviewing and approving the Senior Management’s remuneration
proposals by reference to the Board’s corporate goals and
objectives;

making recommendations to the Board on the remuneration
packages of individual EDs and the Senior Management and
such packages include benefits in kind, pension rights and
compensation payments, including any compensation payable for
loss or termination of their office or appointment;

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

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

reviewing and approving compensation payable to the EDs and
the Senior Management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms
and is otherwise fair and not excessive;
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. reviewing and approving compensation arrangements relating to ~ ® AT RHEER B R RETA
the dismissal or removal of Directors for misconduct to ensure T;ﬁi%ﬂﬁﬁ%?% LME{%%

that they are consistent with contractual terms and are otherwise
reasonable and appropriate;

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

o reviewing the Group’s policy on expense reimbursements for the

Directors and the Senior Management.

During the Year, one Remuneration Committee meeting was held whereat
the Remuneration Committee reviewed and recommended to the Board
for consideration the adjustment on the Director’s fee of all the Directors
with effect from 1 January 2016 and the bonus payment to the EDs. The
attendance of individual members was set out in the following table.
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Meetings attended/
Eligible to attend

Name HESBRE
HE FERLEEERRH
Mr. Ng Man Kung RXHEAE 1/1
Ms. Ng Chung Yan Linda hERLZ L 1/1
Mr. Sze Yeuk Lung Benedict MEE BES A 11
Mr. Chan Pak Lam Brian BRI LA 0/1

NOMINATION COMMITTEE

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

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

and selecting or making recommendations to the Board on the
selection of individuals nominated for directorships, with due regard
for the benefits of diversity on the Board,;

° assessing the independence of the INEDs;

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

° making recommendations to the Board on the appointment or re-
appointment of Directors and succession planning for the Directors,
in particular, the Chairman and the chief executives.

During the Year, one Nomination Committee meeting was held whereat
the Nomination Committee (i) assessed the independence of the INEDs; (ii)
recommended to the Board for consideration the re-appointment of all the
retiring Directors as Directors at the 2016 AGM,; (i) reviewed the structure,
size and composition of the Board; and (iv) reviewed the Board diversity
policy. The attendance of individual members was set out in the following
table.
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Meetings attended/

Eligible to attend

Name HESZRE

®E BEREFEERRE

Mr. Chau On Ta Yuen BZER ST E 1/1

Mr. Chan Kwan PR E S 1/1

Mr. Ng Man Kung R HEAE 1/1

Ms. Ng Chung Yan Linda mERLZ L 1/1

Mr. Sze Yeuk Lung Benedict AR A 1/1
BOARD’S CORPORATE GOVERNANCE FUNCTIONS EFENLEEARE

The Company has adopted the code provisions stated in the CG Code AR AIEHRMEEEATRIZ 57 IMEX

NG]

and the Board is responsible for performing the corporate governance
functions of the Company. The Board has, amongst other matters,
reviewed this corporate governance report in discharge of its corporate
governance functions, ensuring compliance with the Listing Rules.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of the EDs has entered into a service contract with the Company,
pursuant to which they have agreed to act as EDs for an initial term of
three years with effect from 5 September 2014 (in the case of Messrs.
Chau On Ta Yuen and Chan Kwan) or 21 October 2016 (in the case of Mr.
Radius Suhendra).

Each of the NEDs (including INEDs) has been appointed for an initial
term of three years commencing on 5 September 2014 pursuant to the
respective appointment letters entered into with the Company.

None of the Directors has or is proposed to have a service contract with
the Company or any of its subsidiaries other than contracts expiring or
determinable by the employer within one year without the payment of
compensation (other than statutory compensation).

All the Directors, including the INEDs, are subject to retirement by rotation
and eligible for re-election in accordance with the Articles of Association.
At each AGM, one-third of the Directors for the time being (or if their
number is not three or a multiple of three, then the number nearest to but
not less than one-third) will retire from office by rotation provided that every
Director will be subject to retirement by rotation at least once every three
years. A retiring Director shall retain office until the close of the meeting at
which he/she retires and shall be eligible for re-election thereat.

According to the Articles of Association,

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

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

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

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

Pursuant to code provision B.1.5 of the CG Code, the remuneration of
the members of the Senior Management (other than the Directors) whose
particulars are contained in the section headed “Directors’ and Senior
Management’s Biographical Details” in this annual report for the Year by
band is set out below:

EFEREREERTH

AERRNEZNFHMFBIERNARE
iR BTGRP RER M FE 10/ ©

REBELGZEGTRZTRGEXFEBS
- BRI BREERE (RERHZAE
AENRAFR [EZRRREREZE
AFEEE| ) 2 F5IEan T

Number
Remuneration band (in HK$) of individuals
4B Bl (BT) AE
Nil to 1,000,000 Z £ 1,000,000 3

1,000,001 to 1,500,000 1,000,001 £ 1,500,000

INDEPENDENT AUDITORS’ REMUNERATION

On 29 November 2016, Ernst & Young resigned as the Group’s
independent auditors, and Deloitte Touche Tohmatsu has been appointed
as the new auditor of the Company with effect from 29 November 2016.
The fees charged by Deloitte Touche Tohmatsu in respect of the auditing
services for the Year amounted to approximately HK$1,200,000. The fees
charged by Ernst & Young in respect of the non-auditing services for the
Year amounted to approximately HK$270,000. The non-auditing services
rendered related to the performance of agreed-upon procedures on
interim financial report for the six months ended 30 June 2016.

There is no disagreement between the Board and the Audit Committee
on the re-appointment of the independent auditors, and they both have
agreed to recommend the re-appointment of Deloitte Touche Tohmatsu
as the Company’s independent auditors for the ensuing year at the 2017
AGM.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

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

RISK MANAGEMENT AND INTERNAL CONTROL
RISK MANAGEMENT STRUCTURE

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

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

BOARD OF DIRECTORS

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

AUDIT COMMITTEE

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

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

INDEPENDENT INTERNAL CONTROL CONSULTANT

To ensure the independence of the risk management and internal control
review, the Group has outsourced the internal audit function to an
independent internal control consultant (the “IC consultant”), and the
scope of work includes reviewing the effectiveness of the ERM system.
The scope of the risk management and internal control review is risk-
based and is reviewed by the Audit Committee. The IC consultant is able
to communicate with the Audit Committee directly regarding the results of
its review.

RISK MANAGEMENT PROCESS

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

Assess risks
identified
FHEHE S BIE

Define risks
universe
R EE

Identify
risks
EE gl

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

EEE
AEEERE(EERE]) BERASINE
?EI%L HﬁFﬁéﬁiZKEli‘HEﬁZﬂ
BHER B mERARE

R e AEEEF?%%A&%*Z%,E@W%

BRI ER R EEE - EEENASH
EEENABEREEARERR - K&
a ) K BROR B K YRR EHE R ©

By ARE R

RERERERE RN EZERE 2B
% AREBEINE (B L AEEE EE
Fﬂ(fW?%FﬁJ)EaWuB%ﬁ%
THEBEBERTERERER RS LZ
ﬁxﬂlﬁ J—LF MIE&W"BE?I%EJZ%@
ELERERME  YHAERZE SR
Ao NEERE AL E R EREAKEE

S
BEEEGRR -

REEERE

ﬁzﬁ’ﬁﬂ’]m%ﬂ ”éﬁ T%%EET.:E‘&E'J
F“ iﬂmﬁﬂéﬁi @%DBF‘%TM $‘§
B REREEN TR NERER
BRI TRIRERFCHENZE
BREE - ZRERAAER RS K E R
R\ 2 5E

Monitor and
report changes

Y
5

Mitigate
risks
9

B AEEAPERRERIL DEE
R ERERZESNMIETER W
%ETWL%&%$%@%TIEEE@E7(
RBEZ - BIERE < B - TR
i&/\iﬁﬂ B o EE&%%‘JFJTE*EE@H
% EEEHRBNEBETZE RO
ETHAYDBEERARAR - BIEERERE
%HE%@;E’JWEB% PR i LA PR E 55 B
S RIFEERREBEL -

54 ELL ENVIRONMENTAL HOLDINGS LIMITED 2016 Annual Report



Corporate Governance Report
TEERRE

MAIN FEATURES OF OUR RISK MANAGEMENT AND INTERNAL
CONTROL SYSTEMS

MAINTAIN AN EFFECTIVE INTERNAL CONTROL SYSTEM
(OPERATIONAL LEVEL)

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

° Establish code of conduct and explain the Group’s requirements on
integrity and ethical value to all staff;

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

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

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

During 2016, the Board had reviewed the effectiveness of risk
management and internal control policies and procedures, including those
related to financial reporting and Listing Rules compliance. The Board has
considered the adequacy of resources, staff qualifications and experience,
training programmes and budget of the accounting, internal audit and
financial reporting functions during the review of the effectiveness of the
ERM system.

ON-GOING RISK MONITORING (RISK MANAGEMENT LEVEL)

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

During 2016, the Management conducted an evaluation of the Group’s risk
management structure and procedures and submitted a risk assessment
report to the Board and the Audit Committee, including a 3-year internal
control review plan, to enable the Board and the Audit Committee to
effectively monitor the major risks of the Group and understand how the
Management responds to and mitigates the risks.
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INDEPENDENT REVIEW

The Group has appointed the IC consultant to conduct an internal control
review for the year 2016, and the scope of review has covered the
period from 1 January 2016 to 30 November 2016. The Management
has established remedial and improvement plans for the internal control
weaknesses identified. An internal control review report has been provided
to the Audit Committee.

No material internal control deficiency has been identified during 2016 and
the Board considers that ERM system is adequate and effective.

MAJOR RISKS OF THE GROUP

Our risk management process has identified the following as major risks of
the Group and their changes.
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Risk
e

Description
it

Key Risk Mitigations
FERBERIEE

Changes
24k

Demand of new
energy

AR K

The Group has recently been engaged
in biomass power generation business
in Indonesia. Electricity is sold to
Perusahaan Listrik Negara (“PLN”), a
state-owned electricity corporation in
Indonesia. If PLN reduces its demand
for renewable energy or refuses to
renew the power supply contract with
the Company when it is expired, the
Company could suffer a significant
loss because PLN is a de facto
monopoly over the supply of power in
Indonesia.
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TIHLIE -

— Invest in technology researches
and studies to improve
the efficiency of electricity
generation to reduce cost

— Maintain good communication
channels with PLN to avoid
customer dissatisfaction

— Develop other businesses
for better utilization of the
production capacities of the
power plants
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Risk Description Key Risk Mitigations Changes
[ i FERBERER 21k
Credit Customers or counterparties of the — Frequently communicate with Unchanged
Company are local government customers to follow up the
=5 authorities. Payment from them outstanding balance m#

could be longer than the credit

period granted to them due to

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

— Regularly perform impairment
review to assess the recovery
of account receivables and
provide sufficient impairment
to avoid over-statement of
balance
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Risk Description Key Risk Mitigations Changes
el it FTERBERIEE 24
Pricing and The Company operates the — On-going cost control to avoid ~ Decrease
cost recovery wastewater treatment facilities at a unnecessary spending

pre-determined tariff rate specified Vo

7E {8 BB

f&

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

ARRRHRRIS 2R ~ K& NEE
(BOT) A FRSTR EM B KB &

— Negotiate with supplier to
minimize the increase in costs

— Diversify the services offered
to compensate the potential
decrease in profit margin

—  FHEETTRRIESAR 44
ZHFI

— HEHERGEEER KA
piif:2

—  BERATREARF AR AR ER
BRZBIERD

SRR « KRB BRI
BARAEE EH kB
BIR - B SRS KT R 8 5
ZEE AR SRR 2B 5N
& EUAR AR E S ES AR
b o

DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the Securities and
Futures Ordinance, Chapter 571 of the laws of Hong Kong and the
Listing Rules and the overriding principle that inside information should
be announced immediately when it is the subject of a decision. The
procedures and internal controls for the handling and dissemination of
inside information are as follows:

° the Group conducts its affairs with close regard to the disclosure
requirement under the Listing Rules as well as the “Guidelines on
Disclosure of Inside Information” published by the Securities and
Futures Commission of Hong Kong in June 2012;

° the Group has implemented and disclosed its policy on fair e
disclosure by pursuing broad, non-exclusive distribution of
information to the public through channels such as financial
reporting, public announcements and its website;
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° the Group has strictly prohibited unauthorised use of confidential or
inside information; and

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

COMPANY SECRETARY

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

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

SHAREHOLDERS’ RIGHTS

PROCEDURES FOR PUTTING FORWARD PROPOSALS AT
SHAREHOLDERS’ MEETINGS

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

Article 12.3 of the Articles of Association stipulates that:

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

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

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

PROCEDURES FOR SHAREHOLDERS TO SEND
ENQUIRES TO THE BOARD

Shareholders may, at any time, direct questions, request for publicly
available information and provide comments and suggestions to the
Directors or management of the Company. Such questions, requests and
comments can be addressed to the Company by mail to Units 1-3, 11th
Floor, Westlands Centre, 20 Westlands Road, Hong Kong or by email to
ell@anli.com.hk.
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Shareholders should direct their questions about their shareholdings or
change of correspondence address or dividend instructions by mail to
the Company’s Hong Kong branch share registrar, Boardroom Share
Registrars (HK) Limited at 31st Floor, 148 Electric Road, North Point,
Hong Kong, which has been appointed by the Company to deal with
Shareholders for share registration and related matters.

COMMUNICATION WITH SHAREHOLDERS

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

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

CONSTITUTIONAL DOCUMENTS

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

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

PRINCIPAL ACTIVITIES

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

RESULTS

The results of the Group for the Year and the state of affairs of the Group
as at 31 December 2016 are set out on pages 94 to 199 of this annual
report.

DIVIDENDS

No interim dividend was paid or declared for the six months ended
30 June 2016 (2015: HK2 cents per Share).

During its meeting held on 24 March 2017, the Board has resolved not to
declare the payment of any final dividend for the Year (2015: HK1 cent per
Share).

BUSINESS REVIEW

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

Save as disclosed in the section headed “Events after the Reporting Date”
on page 18 of this annual report, there is no important event affecting the
Group that has occurred since the end of the Year and up to the date of
this report.

The performance analysis using financial key performance indicators is set
out in the Management Discussion and Analysis on pages 7 to 18 of this
annual report.
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PRINCIPAL RISKS OF THE GROUP

A discussion on the principal risks and uncertainties faced by the Group,
together with the Group’s internal control, is set out on pages 53 to 58
of this annual report. The financial risks are covered in note 34 to the
Notes to the Consolidated Financial Statements in this annual report. A
more comprehensive analysis of the Group’s risk factors (excluding the
operation of the palm kernel oil mill and the ancillary biomass power plants
by a subsidiary of the Company in Indonesia which the Group acquired in
late 2016) is set out on pages 29 to 46 of the prospectus of the Company
dated 12 September 2014 (the “Prospectus”). The risk factors relating to
the operation of the palm kernel oil mill and the ancillary biomass power
plants in Indonesia are set out on pages 35 to 37 of the Company’s
circular dated 24 August 2016 (the “Circular”).

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

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

During the Year, save for certain non-compliance with the Indonesian laws
by PT Rimba Palma Sejahtera Lestari, a non-wholly owned subsidiary of
the Company, as disclosed in the Circular, and as far as the Company is
aware, there was no breach of or non-compliance with applicable laws
and regulations of Indonesia that have a significant impact on the Group’s
ongoing corporate maintenance and business activities in Indonesia. As
disclosed in the Company’s announcement of 23 September 2016, all
such non-compliance matters as stated in the Circular, including obtaining
and maintaining relevant licences and permits, and submitting reports to
applicable Indonesian authorities as required by such licences and permits
have been fully rectified.

Further, during the Year, as far as the Company is aware, there was no
breach of or non-compliance with applicable laws and regulations of Hong
Kong and the PRC by our Group that has a significant impact on the
business and operations of our Group.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

The details on environmental, social and governance are set out in the
Environmental, Social and Governance Report on pages 19 to 28 of this
annual report.
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FINANCIAL SUMMARY

A summary of the results for the Year and the assets and liabilities of the
Group as at 31 December 2016 and for the past four financial years are
set out on page 200 of this annual report. This summary does not form
part of the audited financial statements.

ANNUAL GENERAL MEETING

The Company will hold the 2017 AGM on Friday, 19 May 2017, the notice
of which will be published and dispatched to the Shareholders in due
course.

CLOSURE OF REGISTER OF MEMBERS

For determining the Shareholders’ entitiement to attend and vote at the
2017 AGM, the register of members will be closed from Tuesday, 16 May
2017 to Friday, 19 May 2017 (both dates inclusive), during which period
no transfer of Shares will be effected. In order to qualify for attending and
voting at the 2017 AGM, all transfer documents, accompanied by the
relevant share certificates, must be lodged with the Company’s Hong
Kong branch share registrar, Boardroom Share Registrars (HK) Limited at
31/F., 148 Electric Road, North Point, Hong Kong for registration not later
than 4:30 p.m. on Monday, 15 May 2017.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association, or the laws of the Cayman Islands, which would oblige the
Company to offer new Shares on a pro-rata basis to existing Shareholders.

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the Group’s revenue was attributable to (i) two customers
who are local government authorities in the PRC for the wastewater
treatment business, and (i) one customer who is a state-owned company
in Indonesia for the sale of electricity generated by ancillary power
plant of the palm kernel oil mill. They jointly accounted for 100% of the
Group’s revenue, where the two local government authorities in the PRC
accounted for 85.8% and 11.2% of the Group’s revenue, respectively,
and the state-owned company in Indonesia accounted for 3.0% of the
Group’s revenue. The purchases attributable to the largest supplier and
the five largest suppliers of the Group accounted for 43.5% and 63.5%,
respectively of the Group’s total purchases.
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An Indonesia-incorporated subsidiary of the Company has been procuring
direct labour, repair and maintenance services, plant and machinery
acquisition services, administrative services, consultancy services and
certain spare parts and equipment from PT Global Inovasi Prima, an
associate of Fusion Joy, whose beneficial owners are close associates (as
defined in the Listing Rules) of one of the Directors.

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

SHARE CAPITAL

Details of movements in the share capital of the Company during the Year,
together with the reasons therefor, are set out in note 30 to the Notes to
the Consolidated Financial Statements in this annual report.

DISTRIBUTABLE RESERVES OF THE COMPANY

At 31 December 2016, the Company’s reserves available for distribution,
calculated in accordance with the provisions of the Companies Law of
the Cayman Islands, amounted to HK$409.9 million (2015: HK$342.2
million). This amount includes the Company’s share premium account
of HK$409.0 million at 31 December 2016 (2015: HK$329.5 million),
which may be distributed provided that immediately following the date on
which the dividend is proposed to be distributed, the Company will be
in a position to pay off its debts as and when they fall due in the ordinary
course of business.

DIRECTORS

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

Executive Directors

CHAU On Ta Yuen (Chairman) N

CHAN Kwan (Chief Executive Officer) N
Radius SUHENDRA

Non-executive Directors
CHAN Pak Lam Brian ®
CHAU Chi Yan Benny A
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Independent Non-executive Directors
NG Chung Yan Linda ~/#N

NG Man Kung A"

SZE Yeuk Lung Benedict A"

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

In accordance with Article 16.18 of the Articles of Association, Mr. Chan
Kwan, Mr. Chau Chi Yan Benny and Mr. Ng Man Kung shall retire by
rotation at the 2017 AGM and all of them, being eligible, have offered
themselves for re-election.

In accordance with Article 16.2 of the Articles of Association, Mr. Radius
Suhendra who was appointed by the Board as an additional executive
Director after the 2016 AGM shall retire at the 2017 AGM and being
eligible, has offered himself for re-election.

CONFIRMATION OF INDEPENDENCE OF INEDs

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

DIRECTORS’ BIOGRAPHIES

The biographical details of the Directors are set out on pages 29 to 38 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract with
the Company, pursuant to which each of them has agreed to act as an
executive Director for an initial fixed term of three years with effect from
5 September 2014 (in the case of Mr. Chau On Ta Yuen and Mr. Chan
Kwan) or 21 October 2016 (in the case of Mr. Radius Suhendra). The
appointment of an executive Director may be terminated by giving three
months’ written notice by the Company to the executive Director or vice
versa.
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Pursuant to the appointment letter entered into between each of the NEDs
or INEDs with the Company, each of them has been appointed for a term
of three years commencing on 5 September 2014. The appointment of a
NED or an INED may be terminated by giving three months’ written notice
by the Company to the NED or INED concerned or vice versa.

None of the Directors being proposed for re-election at the forthcoming
2017 AGM has a service contract or an appointment letter with the
Company that is not determinable by the Company within one year
without payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 38 to the Notes to the Consolidated Financial
Statements in this annual report, no Director had a material interest, either
directly or indirectly, in any transactions, arrangements or contracts of
significance to the business of the Group to which the Company or any of
its subsidiaries was a party during the Year.

CHARITABLE DONATION

During the Year, the Group did not make any charitable donations (2015:
HK$0.1 million).

SHARE OPTION SCHEME

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

The Share Option Scheme took effect on 26 September 2014. As at 31
December 2016, options representing 500,000 Shares had been granted
and none of which had been exercised, cancelled or lapsed since then.
Accordingly, as at 31 December 2016, options representing 500,000
Shares, equivalent to approximately 0.045% of the issued Shares, were
outstanding under the Share Option Scheme.
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The maximum number of Shares in respect of the options granted by
the Company under the Share Option Scheme and any other share
option schemes must not in aggregate exceed 80,000,000 Shares
(representing 10% of the Shares in issue immediately upon completion
of the Share Offer (as defined in the Prospectus) and approximately
7.20% of the Shares in issue as at the date of this report). Excluding the
abovementioned options representing 500,000 Shares granted during the
Year, the total number of Shares available for issue under the Share Option
Scheme was 79,500,000 Shares, which represented approximately 7.16%
of the issued Shares as at the date of this report.

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

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

1. PURPOSE

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

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

MAXIMUM NUMBER OF SHARES AVAILABLE FOR ISSUE

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

MAXIMUM ENTITLEMENT OF EACH PARTICIPANT
UNDER THE SHARE OPTION SCHEME

The maximum number of Shares comprising in the options that
may be granted under the Share Option Scheme to any Eligible
Participant (except for the INEDs and substantial shareholders (as
defined in the Listing Rules) of the Company who are subject to
stricter restrictions), shall not, when aggregated with

(@) any Shares issued upon exercise of options or options under
other schemes which have been granted to that Eligible
Participant;

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

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

(i)

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

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

THE PERIOD WITHIN WHICH THE SECURITIES MUST BE
EXERCISED UNDER AN OPTION

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

(@)

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

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

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

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

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

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

8. THE BASIS OF DETERMINING THE EXERCISE PRICE

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

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

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

(c) the nominal value of a Share.

9. THE REMAINING LIFE OF THE SHARE OPTION SCHEME

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

EQUITY-LINKED AGREEMENTS

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

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

MANAGEMENT CONTRACT

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company or its subsidiaries
were entered into or existed during the Year.

REMUNERATION OF DIRECTORS AND FIVE INDIVIDUALS
WITH HIGHEST EMOLUMENTS

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

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

As at 31 December 2016, the interests or short positions of the Directors
or chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance, Chapter
571 of the laws of Hong Kong (the “SFO”)) which were required: (i) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO); (ii)
pursuant to section 352 of the SFO, to be entered in the register referred
to therein; or (iii) to be notified to the Company and the Stock Exchange
pursuant to the Model Code as set out in Appendix 10 to the Listing
Rules, were as follows:
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Interest in the Company’s ordinary Shares of HK$0.0001 each

A2 F & AR E {5 0.0001 78 TT A & A AR
0z st

Approximate

percentage of

Shareholding

Interest in the

Number of Company

Name of Directors/Chief Executive Capacity/Nature of Interest Shares Held RAEA R RE

ES BRTHABHS 55 ERtE PR 40 8 B BAOBIH

Mr. Chau On Ta Yuen (“Mr. Chau”) Interest in a controlled corporation 225,000,0001 20.25%
BEREE (TAEE]D) Ptz L ding

Mr. Chan Kwan (“Mr. Chan”) Interest in controlled corporations 390,700,000@ 35.17%
RESTE(TREE]D XErERER

Notes: FisE

Q)

©)

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

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

All the above Shares were held in long position.

Save as disclosed above, as at 31 December 2016, none of the Directors
or chief executives of the Company had any interest or short positions in
any shares, underlying shares, or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
were required to be notified to the Company and the Stock Exchange or
to be entered in the register referred to the SFO.

(1) EE175 225,000,000 I AX (D » I FEATT
EEREFSIRALERTERLZ L
(ARENZETF)DRIHEF 90% KX 10% °

@) Everbest Environmental#% 74 375,000,000
BRIEHIW R ERELZET(TEL2L]) - B
Bt RARANITEERITIRBER
% H 5 Bl #E B 50% ~ 30% K20% ° R
% 4 B Everbest Environmental #) M — &
Fo T T RHEF LT BREERKRE
AR R o BR 58 A 7145 A Kingdrive
BNHEEITRG MZAAESR
Carlton Asia 100% B, Z 1TR% {7 + Carlton
Asia 715,700,000 i f& {5 o B 1 % o
Carlton AsialE PIZRBFR 5o ERFERTTE o

@) LT BRI A B RSE

B EXHBEESN  RoB—AET=
B=+-B H&AARNEFXRET
A B RAD RIS B AREE (R 5
BEH R I XV 30) MO E AR -
FERRRR ) SR R A AR AR T
B S S BB B 2 e
B MR IAR -
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2016, to the best of the Directors’ knowledge, the
following persons or entities (other than the Directors and chief executives
of the Company) had or were deemed or taken to have an interest and/
or a short position in the Shares or the underlying Shares, which would
fall to be disclosed under the provisions of Divisions 2 and 3 of Part XV of
the SFO or which was recorded in the register required to be kept by the

FEERRREMALRELF KRG
R PHERR %R

R-E-—XRE+-A=+—H RE=F
PR TOIALTRERB(ARRESF KK
BITBABRIN A I GIEREER
{0 Sk ARRE A 10 o B AR 1B R 55 S
BIRPIZEXVEDFE 2 K2 5835 &R &Y 15 X 1E
HIBE S RHENRIEE S R AEEIFE

Company pursuant to section 336 of the SFO.

336 AT EMBRMARI R Rk

o

E o
Approximate
Percentage of
Shareholding
Interest
Number of in the Company
Name of Shareholders Capacity/Nature of Interest Shares Held EARA T MR
RREE A8 5,/ EEtE RO E RS IER
Everbest Environmental Beneficial interest 375,000,000 33.75%
BatEn
Ms. Wong Interest in controlled corporations 380,790,000m&@ 34.27%
Frt RErERR
Mr. Chan Chun Keung Interest in a controlled corporation 380,790,000 34.27%
BRiER ST A and interest held by spouse
R EE s R BT ER
Wealthy Sea Beneficial interest 225,000,000© 20.25%
hENE: BatEn
Ms. Wong Mei Ling Interest held by spouse 225,000,000@ 20.25%
IERLZL ECBATH R
Morgan Top Trading Beneficial interest 143,300,000 12.90%

Company Ltd. (“Morgan Top”)

EanfEam
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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.

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

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

All the above Shares were held in long positions.

Save as disclosed above, as at 31 December 2016, the Directors were
not aware of any persons or entities (other than a Director or the chief
executive of the Company) who/which had, or were deemed or taken to
have interests or short positions in the Shares or the underlying Shares,
which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or were required to be entered in
the register kept by the Company under the SFO.

1) Everbest Environmental & 15 & 1% & A IR
~AE([BE]) SHEEZ+-HES0%
bt BIEBEFHFRBAERD - TR
A5 Bl Everbest Environmental & 5 &
FiT#% 4 #9 375,000,000 % . 5,790,000 %
MR R R o
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5,790,000 & Bt iR BT Z L FiFs AR
375,000,000 B 7 A s

@  ESANTEEREESLRAELR
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90% F: 10% = Lk, + 1R HEs8 5 BA B I
Pl TR AR AR
1855 3% 75 #9225,000,000 4 B ) 7
A -

(4) B RMIIATEEE -

R EXHIREEN  R-FT—RFE+=
A=1t—8B EFY I HNBEEMAL
FER(EFAARAKRSTHRAER
S T £ S AR BB A0 o A S AR Ak
BERAREBERES LA RIIEXVEE
2 M 3D #R 2 ISR RN A B I BR O
HIRE - HEABRRARBIRIEREF
KRB EIIFENECMEOERIORE

BRERERERAT —T-AEEHR 75



Directors’ Report

EEEHRE

RETIREMENT BENEFIT SCHEMES/PENSION SCHEME

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

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

SUFFICIENCY OF PUBLIC FLOAT

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

RELATED PARTY TRANSACTIONS

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

During the Year, the Group entered into connected transactions and
continuing connected transactions (as defined under Chapter 14A of the
Listing Rules). The related party transactions under Notes 38(a) and (c) to
the Notes to the Consolidated Financial Statements in this annual report
fall under the definition of continuing connected transactions and are fully-
exempted continuing connected transactions under Rule 14A.73 of the
Listing Rules. The related party transactions under Notes 38(b) and (d) to
the Notes to the Consolidated Financial Statements in this annual report
fall under the definition of connected transactions and are non-exempt
connected transactions, details of which are set out as follows:

i) on 16 June 2016, the Group entered into a share purchase
agreement in respect of the Acquisition, as detailed under the
section headed “Issue of Equity Securities” and Note 38(b) to the
Notes to the Consolidated Financial Statements in this annual
report; and

(ii) on 1 December 2016, the Company disposed of 220,000 shares
in BRIDGEWAY MONEY SQ P2P FUND SP (the “Bridgeway Fund
Units”), which were estimated to have an aggregate fair value of
HK$22.0 million, to Mr. Chan Chun Keung (the “Bridgeway Fund
Units Disposal”). The Bridgeway Fund Units Disposal was made
as a repayment of the shareholder loans of approximately US$2.8
million (equivalent to approximately HK$22.0 million) extended
to the Company by Mr. Chan Chun Keung on 29 September
2016. Immediately after the completion of the Bridgeway Fund
Units Disposal, the Company was no longer interested in any
Bridgeway Fund Units. Mr. Chan Chun Keung is the father of Mr.
Chan Kwan (an executive Director and the chief executive officer of
the Company) and Mr. Chan Pak Lam Brian (a NED). Accordingly,
Mr. Chan Chun Keung is a connected person (as defined in the
Listing Rules) of the Company. As the applicable percentage ratios
of the Bridgeway Fund Units Disposal calculated pursuant to Rule
14.07 of the Listing Rules were more than 1% but did not exceed
5%, the Bridgeway Fund Units Disposal constituted a connected
transaction for the Company that is subject to the reporting and
announcement requirement, but is exempt from the independent
Shareholders’ approval requirement, under Chapter 14A of the
Listing Rules. For further details, please refer to the Company’s
announcement dated 20 December 2016 and Note 38(d) to the
Notes to the Consolidated Financial Statements in this annual
report.
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Save for a delay in publishing the announcement in relation to the
Bridgeway Fund Units Disposal, which was published on 20 December
2016, the Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules in respect of the above
non-exempt connected transactions.

DEED OF NON-COMPETITION

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

The Company has received from each of the Controlling Shareholders
an annual written declaration as to the compliance with the terms of the
Deed of Non-Competition during the Year. The INEDs have reviewed the
compliance by each of the Controlling Shareholders with the Deed of Non-
Competition and confirmed that the Controlling Shareholders had not
been in breach of the Deed of Non-Competition during the Year.
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DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

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

SHAREHOLDERS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

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

PERMITTED INDEMNITIES

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

TAX RELIEF

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

EMPLOYEES AND EMOLUMENT POLICY

As at 31 December 2016, the Group had 223 (2015: 78) employees
(including the Directors). Employee costs, including Directors’
emoluments, amounted to approximately HK$12.8 million for the Year
(2015: approximately HK$9.8 million). The remuneration policy for the
Directors and senior management members is based on their experience,
level of responsibility, length of service and general market conditions. Any
discretionary bonus and other merit payments are linked to the financial
results of the Group and the individual performance of the Directors and
senior management members.

EENHEREHER

R EXHIRBEEN  RAFEREER
HEAH MEEERIRANEREE
EGERAMEBFNATEELEHFH
EBTHEERELEERE LTRAA
THREOEMEMAEER

BRERREXSHZHEI

BR £ XM AR Sn & B 75 SR B R A9 B
BB BEEIN  MERRNAFEAR
EARBREEFAMBARBIIANN A
HEAEBEEBEERBENEFMEL (T
R RARRRERS) hEZ KR EE
BAEREA R -

EHEFTHEM

RIFMABERAA i%%%u%%%
10 35 EL 5 o S SE RO (AT B A (1
RESM=) E1T05E Fﬁ%lﬁi%?ﬁz
—BRLXSAEERRARBDEEEDE
BHME - I RRARIEREFAIBE
B OREFMEEE RRTHE

MIAR R

$/&TIT%D SRR B 45 B B A T mJ 2
BEMRIBRER - MR TEEEE
?ﬁﬁ HE REREBERMDHITEM

HAEEENTENRETEE  BEEFE
HEEEM -

{& B B s Bk
R-E—XRF+_A=+—H ' ££H
HE22BZ(ZZT—FF : 78%)RE (B
BER) AFENEEKRAN(BRIEES
E)dB128ABET(ZE—RF:
HOSEHEBT) BEERSMEEEBR

EMHFMBRIIREREFNER A
B RBFME—RTZEREE -

EAIEBICAL K B Ath 52 By £ 15 B A 5 3]
MM BEEENETRSREREKEN
EARIREES -

BREREBERAT —TAEEHR 79



Directors’ Report

EEEHRE

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

ISSUE OF EQUITY SECURITIES

On 16 June 2016, (i) Eternity Time Group Limited (a direct wholly-owned
subsidiary of the Company) as purchaser, (i) the Company as issuer,
(i) Fusion Joy (a then independent third party of the Company before
completion of the Acquisition) and (iv) Carlton Asia together as vendors
entered into a share purchase agreement in respect of the Acquisition.
The consideration of approximately US$21.516 million (equivalent to
approximately HK$166.7 million) was satisfied (i) as to US$11.258 million
by cash; and (i) as to the remaining amounts by the issue of 159,000,000
consideration Shares by the Company to Fusion Joy and Carlton Asia
at the issue price of HK$0.5 per consideration Share under a specific
mandate granted by the Shareholders.

The Acquisition was approved by independent Shareholders on 8
September 2016, and completion took place on 21 October 2016,
whereby 15,700,000 and 143,300,000 consideration Shares were allotted
and issued to Carlton Asia and Morgan Top (a nominee of Fusion Joy),
respectively.

As Carlton Asia is indirectly legally and beneficially owned as to 100%
in aggregate by Mr. Chan Kwan (an executive Director and the chief
executive officer of the Company) and Mr. Chan Pak Lam Brian (a NED)
and their respective associates (as defined in the Listing Rules), Carlton
Asia is a connected person (as defined in the Listing Rules) of the
Company. It follows that the Acquisition and the issue of consideration
Shares to Carlton Asia constituted connected transactions of the
Company. As the applicable percentage ratios under Rule 14.07 of the
Listing Rules in respect of the Acquisition exceeded 25% but were less
than 100%, the Acquisition constituted a major transaction and a non-
exempt connected transaction of the Company under Chapters 14 and
14A of the Listing Rules.
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The Acquisition provides the Group with an opportunity to invest and
develop new business segments in palm kernel oil production and excess
biomass power supply in Indonesia. The Directors are of the view that the
Acquisition is in line with our corporate value, direction, and hence our
strategy to expand and diversify into other green businesses.

For further details, please refer to the Circular and the Company’s
announcements dated 16 June, 8 September, 23 September and 21
October 2016.

PURCHASE, SALE AND REDEMPTION OF LISTED
SECURITIES

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

CORPORATE GOVERNANCE

Details of the principal corporate governance policies and practices
adopted by the Company are set out on pages 39 to 61 of this annual
report.

REVIEW BY AUDIT COMMITTEE

The Company has established an Audit Committee in compliance with
Rule 3.21 of the Listing Rules and paragraph C.3 of the Corporate
Governance Code contained in the Listing Rules for the purpose of
reviewing and providing supervision over the Group’s financial reporting
process, risk management and internal controls. The Audit Committee
comprises four members, namely Ms. Ng Chung Yan Linda (who is also
the chairlady of the Audit Committee), Mr. Ng Man Kung and Mr. Sze Yeuk
Lung Benedict, all being the INEDs and Mr. Chau Chi Yan Benny, a NED.
The Audit Committee has reviewed with the Company’s management the
accounting principles and practices adopted by the Group and the annual
consolidated results of the Group for the Year.
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INDEPENDENT AUDITOR

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

The consolidated financial statements have been audited by Deloitte
Touche Tohmatsu, who will retire and, being eligible, offer themselves for
re-appointment at the forthcoming 2017 AGM. Having been approved by
the Board upon the Audit Committee’s recommendation, a resolution to
re-appoint Deloitte Touche Tohmatsu and to authorise the Directors to fix
their remuneration will be proposed at the forthcoming 2017 AGM.

On behalf of the Board

Chau On Ta Yuen
Chairman

Hong Kong, 24 March 2017
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Deloitte

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

OPINION

We have audited the consolidated financial statements of ELL
Environmental Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 94 to 199,
which comprise the consolidated statement of financial position as at
31 December 2016, the consolidated statement of profit or loss and the
consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of Hong
Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with the HKICPA's Code of
Ethics for Professional Accountants (“the Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

)

BEARRRERBRITARR
(RASRSEMKLNERRF])
BR

AAZERED (LA TR [ 3P ) 2 &A1 5
REFEIAE199 B BRRERIEBBRA
BIATRERE [ERF ) REMBAR (LA
o [ ERE]) R BT RE - el
BREREER _-ZE-—R"FT-_A=1—
AREEM BRI REBEZALFE
MEERER  KeBalEM2EK
AR GERDEHRNEARERE
xNMEGEAMBmRME BRI E
SETRRME -

BPIRR  ZEHREMBRERCRER
Bt ag ([BESMAS ) BEM
MEBMBREEL ([BEMBEREE
A)EEMRERRT SEFEER-
E-RFTZRA=+—BEATBNK
ANBEZBLEFENGAEVBRRL
FEHERE  YEHERFEQRIKED
R ER AR TE X A o

BEROER

HPEREZESAMAERMNELR
B ER([ B BERTER ) #ITHAT -
HPEZF LA TAENEEEERR
& [ZBE R ETH R A M ERRAENE
£ B ERE— SRl - RIEF LS
FHEN A G R B X S RTADELE TR (A
T PR - BB BEEE -
WEETTRPNEMBREE - HAH
BE - RPMESHETREERER
AEWRARMINET T LREER

RERREMARAT —TAFFH 83



Independent Auditors’ Report
B AR E

TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

Key audit matter
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How our audit addressed the key audit matter

BRAWETONMHARENSHETRE

Revenue and profit from construction services and imputed interest income on receivables under service

concession arrangements

KEBERIBEHEERARBFIURBH 1A ELHE FER BRI HEEF KA

We identified recognition of revenue and profit from
construction services and imputed interest income on
receivables under service concession arrangements as a
key audit matter due to the significant estimation made
by the Group’s management.
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Our procedures in relation to recognition of revenue
and profit from construction services and imputed
interest income on receivables under service concession
arrangements included:

° Examining the related BOT agreements entered
into between the governments and the Group
to assess the appropriateness of the related
accounting treatment adopted by the Group;
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS ZH#HZRRIZEBRERAITRE

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Cont’d)

Key audit matter
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How our audit addressed the key audit matter

BRANETTNMUHEARENERETRE

Revenue and profit from construction services and imputed interest income on receivables under service

concession arrangements

KEBERBHEERARBFIUR BT FELH FEUL B HEF WA

As disclosed in note 4 to the consolidated financial
statements, revenue from construction of wastewater
treatment facilities under the terms of build-operate-
transfer (the “BOT”) arrangement are estimated on a
cost-plus basis in which the construction margin is
estimated with reference to a prevailing market rate
of gross margins of market comparables at the time
of construction. Revenue from construction services
is recognised using the percentage-of-completion
method measured by reference to the proportion of
costs incurred to date to the estimated total cost of the
construction contract.
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Understanding the Group’s estimation of the
construction margin, the available industry and
market data of market comparables at the
time of construction and the involvement of an
independent valuer appointed by the Group for
the revenue from construction services;

Assessing the reasonableness of the percentage-
of-completion measured by reference to the
proportion of costs incurred to date to the
estimated total cost of the construction contract;

Verifying the construction costs incurred during
the year by examining the contracts, invoices,
completion reports and other supporting
documents on a sample basis;

Evaluating the estimated total cost of construction
contract by reference to the signed contracts and
approved budgets;
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS ZHHZRRARERERAITKE

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Cont’d)

Key audit matter
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How our audit addressed the key audit matter

BRAWETOMHARENSHETREE

Revenue and profit from construction services and imputed interest income on receivables under service

concession arrangements

KEZERIEHERUARBFIURRE 1 ELHE T R

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

The Group engages an independent qualified valuer to
access the prevailing market rate of gross margin of
market comparables and the effective interest rate for
service concession arrangements as mentioned above.

As disclosed in notes 5 and 16 to the consolidated
financial statements, the Group recognised revenue
and profit from construction services of HK$36,206,000
and HK$10,675,000 respectively, and imputed interest
income on receivables under service concession
arrangements of HK$19,465,000, during the year ended
31 December 2016.

ARIS R AT L BE T WO R IR N R & (6 B B R A 20K
RETEERBHEENBWA - WIZRVIEHER R E R
AT BRI R A IRt TR IR S RARRR ©

BEREEF 2B A ERAEMTE DA B Em
SSHIRTTIISERN R MR R FHE L R BB FR

MG A M BEREM TS NI6AIIE  HE T —~F
+TZA=+—RLFE - ESEERKEZERBEH
BEW A NEF D BRI A36,206,0007 7T K& 10,675,000
BT RS ELETERREFENEENBERAL
19,465,000 78 7T °

B FIE A

Evaluating the reasonableness of estimated
effective interest rate for the imputed interest
income on receivables under service concession
arrangements by benchmarking against market
data; and

Working with our internal valuation experts
to evaluate the appropriateness of all the
construction margins and effective interest rates
estimated by the management of the Group.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS ZGAHRRREBRERAITMKR
LIMITED

(incorporated in the Cayman Islands with limited liability) (RASESFMRZOBRAE)
KEY AUDIT MATTERS (Cont’d) FRRERT =R (#F)
Key audit matter How our audit addressed the key audit matter
BARESEE BANEtNAHBERETTBHETER

Accounting for acquisition of 100% equity interest in Weal Union Limited and its subsidiary (“the
Acquisition”)

WK E R BIR BB 2 5] 100% R#E ([ WIBFER ) 2 &7l B

We identified the accounting for the Acquisition as a Our procedures in relation to assessing the
key audit matter due to the judgement exercised by the appropriateness of the accounting for the Acquisition
management of the Group in accordance with HKFRS 3  included:

“Business Combinations”.

° Obtaining an understanding of how the
management accounted for the Acquisition under
HKFRS 3;

° Discussing with the management the key

estimates adopted by the management in
assessing the acquisition-date fair values
of the identifiable assets acquired and the
liabilities assumed, including the market value or
depreciated replacement cost of the property,
plant and equipment;
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS ZHHZRRERERAITKE

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (Cont’d)

Key audit matter
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How our audit addressed the key audit matter

BRAWETOMHARENSHETREE

Accounting for acquisition of 100% equity interest in Weal Union Limited and its subsidiary (“the

Acquisition”)
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As disclosed in note 39 to the consolidated financial
statements, the total consideration, in relation to the
Acquisition which engage in provision of electricity
services during the year ended 31 December 2016,
was HK$167,312,000. In application of HKFRS 3, the
management applied significant judgements in assessing
the acquisition-date fair values of the identifiable
assets acquired and the liabilities assumed including
the estimates adopted in calculating the fair value of
property, plant and equipment by reference to the market
value or depreciated replacement cost of the property,
plant and equipment. The fair value of property, plant
and equipment of HK$145,753,000 acquired in business
combination are based on valuation performed by an
independent qualified professional valuer (the “Valuer”).
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Evaluating the Valuer's competence, capabilities
and objectivity; and

Working with our internal valuation experts
to evaluate the valuation techniques and
reasonableness of the significant inputs, on a
sample basis, used by the management and
the Valuer in relation to calculate the acquisition-
date fair values of property, plant and equipment
acquired in business combination to assess
the reasonableness of the judgements and
estimations.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

OTHER MATTER

The consolidated financial statements of the Group for the year ended
31 December 2015 were audited by another auditor who expressed an
unmodified opinion on those statements on 18 March 2016.

OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

FEFRRERERAFAKRRK
(RASRSEMKRLNERRF])

Hth =1/

EEEHE _T—RHF+_A=1+—H
IEFEMEE MBS WmEK B BN ERD
B ZREAR_ZE—XRFZA+N
AYEZEMRERBREBER -

Htifg 2

BERFEEFHEMESER - H(E
BERTENFHRANGEE - BEFEE
ARE TSR MBI BB RE -

BPEEEMBRRNBELL MRER
E8  BPPTHZEEREREINM

FEA R RE 4w ©

BARMYRE B RROFRT - T
METEMEEMES  EibBRES
ERAEMEERT EEAPBEHRRARK
PEETAETATHROBAFEEXN
HEEXEUFFEEAHERRANIE
e BERBFIERITH I - R
RBEMEESFEEABEREL - T
FEREZFE-HE @ HPLA
EfaHReE

ESERAHERGSMERRAK
EMRE

BERAERARERETESAMAE
BB BB REE REBRRIE
PIBBRRATHREEEMTBENEEY
BHRE  UHERBRELEEVHERER
H B N R IRFE S iR AR T B 2
BEARHERRAAIFRNAGZEFAE

BRERERERAT —TAEEHR g9



Independent Auditors’ Report
B R AR E

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

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS (Cont’d)

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.
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TO THE SHAREHOLDERS OF ELL ENVIRONMENTAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

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

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

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

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

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

Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

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

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

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

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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Independent Auditors’ Report
B RS

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

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

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

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

24 March 2017
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(RASAHSEMKLNERRF])

BHMREFEaMERRAED
RiE(4#)

REDRIEE BB EAT - HAIHEE D
LERH ARG S M BEHRROEARRD
BEE AMmMBKEARESZE LMAE
RBEN S E PR E L RIR - RIDER
PERTIAAAFARBEELEE K
BmFELNBERT  MRAERMER
MBEFBBRXERENNBEERRE
BELEN ARG - BIPVRE M EER
ERBBZER

HERBIZBMBENEFEB AR
AZEAZRHA °

mE e MERS T
XS
BB

—E—+F=A-+mMH

BRERERERAT —TAEEHR 93



Consolidated Statement of Profit or Loss

mEBRER

For the year ended 31 December 2016 £,

e At A= — AR

Notes 2016 2015
BT —E-XE —T—RF
HK$°000 HK$’000
F&T FHET
Revenue EEIRA 5 100,317 145,462
Cost of sales SHERKAR (66,011) (95,035)
Gross profit EF 34,306 50,427
Other income and gains E A Kz 7 11,357 5,318
Administrative expenses THFAX (25,172) (18,269)
Finance costs ELEEID®N 8 (1,969) (1,247)
Profit before tax BR A% AT 4R A 9 18,522 36,229
Income tax (expense) credit FTiSH (AX) HR 12 (7,029) 3,920
Profit for the year F N T 11,493 40,149
Profit for the year attributable to: AT &7 EAFRE

Owners of the Company ZIN/NETEZ 2 = DN 10,343 39,506
Non-controlling interests eI R A 1,150 643
11,493 40,149
HK cents Bl | HK cents /A1l

Earnings per share BRAF 14
— Basic — &K 1.05 4.37
— Diluted —#E 1.05 N/A T~ A
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

mEBRBEREMEEBAR

For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

2016 2015
—E-RF —E-RF
HK$’000 HK$'000
FET FAT
Profit for the year FNm Al 11,493 40,149
Other comprehensive (expense) Hi2m (Fx) A
income
Item that may be reclassified FEE I EFT AR 1Ba ) IEH -
subsequently to profit or loss:
Exchange difference arising on RMEBINEBEXCELER
translation of foreign operations (28,366) (16,224)
Fair value change on available-for-sale ~ AJtHERE 2 AR EE
investments 2,125 (555)
Investment revaluation reserve &R N SR EERER
released upon disposal of IR E SR
available-for-sale investments (819) (246)
Total comprehensive (expense) FREME(FX) WAL
income for the year (15,567) 23,124
Total comprehensive (expense) income A TN& T EEEE (FAS) WA 42%E ¢
attributable to:
Owners of the Company KARER A (15,624) 23,765
Non-controlling interests SRR 57 (641)
(15,567) 23,124
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Consolidated Statement of Financial Position
AR

At 31 December 2016 R —FE— N1+ —-F=4+—H

Notes 2016 2015
BT —E-RE —T—hF
HK$’000 HK$’000
F#Ex FHIT
NON-CURRENT ASSETS IRBEE
Property, plant and equipment Yz - BB NEE 15 143,130 2,310
Receivables under service PRASHFETHELPE T A FE U H IR
concession arrangements 16 288,638 349,807
Goodwill EES 17 85,699 —
Available-for-sale investments AREERE 18 23,383 127,921
540,850 480,038
CURRENT ASSETS REBEE
Inventories FE 882 246
Receivables under service RS R HE T R FEUR OB
concession arrangements 16 30,814 40,410
Trade receivables B S ENFIE 19 2,840 —
Prepayments and other receivables TR I8 & E Ath FE U IR 20 1,569 1,289
Income tax recoverable AIUL Bl FT SRR 405 693
Bank balances and cash IRTTHERNEIRS® 21 25,104 87,763
61,614 130,401
Assets classified as held for sale DEARIELEEE 29 78,676 —
140,290 130,401
CURRENT LIABILITIES REEE
Trade payables Z 5 IR 22 19,955 12,186
Other payables and accruals HittE R a R ETER 23 4,783 3,543
Amounts due to related parties FEAT A T 5RIR 24 6,542 —
Derivative financial instrument PTEEmIT A 25 - 794
Bank borrowings — due within one year $R{TfE5 — —F A E|Hf 26 32,426 32,864
Income tax payables FER TS AR 122 627
63,828 50,014
Liabilities associated with assets HAOEARIENEEERR
classified as held for sale VB E 29 9,848 —
73,676 50,014
NET CURRENT ASSETS RBEEFE 66,614 80,387
TOTAL ASSETS LESS BEERRBAR
CURRENT LIABILITIES 607,464 560,425
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Consolidated Statement of Financial Position
mE BB R

At 31 December 2016 R —FE—N#F1+=-F=4+—H

Notes 2016 2015
BEE —E-REF —E—FF
HK$’000 HK$'000
FET FHET
CAPITAL AND RESERVES BEXKHE
Share capital gz 30 111 95
Reserves G 31 541,841 487,447
Equity attributable to owners RARIHEE ANEEER
of the Company 541,952 487,542
Non-controlling interests eI R A 27,650 27,593
TOTAL EQUITY TS HAEE 569,602 515,135
NON-CURRENT LIABILITIES FkREBEE
Bank borrowings — due after one year  $RYTHE K — — 14 5| H] 26 - 2,336
Deferred tax liabilities REFIAEE 27 31,251 36,514
Provision for major overhauls BARIEEE 28 6,611 6,440
37,862 45,290
607,464 560,425

The consolidated financial statements on pages 94 to 199 were approved
and authorised for issue by the Board of Directors on 24 March 2017 and
are signed on its behalf by:

Chau On Ta Yuen
BARER
Chairman

E

Chan Kwan

R B
Executive Director

HiTEE

FUT1ENGEMNERREEETS
RoT—+F= -+ A& RIS
FEE - WA TIATREERE
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Consolidated Statement of Changes in Equity
mEERBER

For the year ended 31 December 2016 {2 —F—NF+_-A=1+—HIL F)Z

Attributable to shareholders of the Company

FRARRER.
Share Investment Non-
Issued Share option Other Exchange  General revaluation  Treasury  Retained controlling
capital  premium reserve reserve reserve reserve reserve reserve earnings Total interests Total
BRORE  ROBE BREHE RURE  EXRE  -REE REEGRE  EREE  REEA ar FERER @it
HK$000  HK$OOD  HK$OOD  HK$O00  HK$O000  HK$O000  HK$O000  HK$O000 - HK$O000 - HK$000  HK$'000 HK$'000
T ThT ThT Thr Thr Thr ThL ThL THL Thr  TéEn ThL
(Note 314) (Note 31b) (Note 31¢)
Mz 3ta) (Hiz31b) (HfzE3tc)
At 1 January 2015 RZE-1F-A-B 80 183,340 - (31,476) 25,678 13,830 - - 145,143 336,59 28,234 364,829
Exchange diferences ~ HREEINEREL
aisngontranslation  EREE
of foreign operations - - - - (14,940) - - - - (14940 (1,284 (16,224)
Farvauechangeon  EHEREL
avalable-for-sale RAEEH
investments - - - - - - (655) - - (655) = (65)
Investment revaluation  (HETHIER Al
fesenve released RROREERRRE
upon disposal of
avallable-for-sale
investments - - - - - - (248) - - (24p) - (246)
Profit for the year ERER - - - - - - - - 39506 39506 643 40,149
Total comprehensive ~ FAZANARE
income for the year - - - - (14,940) - (801) - 39,506 23,765 (641) 23,124
Issue of shares pursuant R FERHEER
tothetop-upplacing  EERITRER
and top-up subscription  R(A%77 16 156,784 - - - - - - - 156800 - 156,800
Placing expenses RERY - (5,657) - - - - - - - (5,657) - (5,657)
Share repurchase RihEE - - - - - - - (4,921) - (4.921) - 4,921)
Cancelltion of share ~~ &E$AEEIR(A
repurchased (1) (4,920) - - - - - 4921 - - - -
Transfer to general reserve EEE— - - - - - 4485 - - (4.485) - - -
Interm cvidend — 2015 kS — ~3-F% - - - - - - - — {904 (19040) - (19040
15 146,207 - - - 4485 - - (23525) 127182 - 127,182
At31December 2015 R-F-1F
+ZR=1-H % 329,047 - (31,476) 10,738 18,315 801) - 161,124 487,542 2759 515,135
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2016 £,

2F—

HREERBHR

A A=A

Attributable to shareholders of the Company

FRARREL
Share Investment Non-
Issued Share option Other Exchange  General revaluation  Treasury  Retained controlling
capital  premium reserve reserve reserve reserve reserve reserve  earnings Total  interests Total
BRRE  RMEE BRERE EMRE  ENRE  -REE REEGRE  EEEGE  REEW a3 kERER EH
HKS§000  HK$000  HK$000  HK$000  HKS000  HKS000  HK$000  HKS000  HKS000  HK$'000  HK$'000 HK$'000
TEx T TEr  TEr  TET  TERr  TEn  TEn AR TER TR TER
(Note 31a) (Note 31b) (Note 31¢)
(M 3ta) (M 310) (MEstc)
Bxchange difrences  BEBNERELZ
aisngontranslaion X EH
of foreign operations - - - - (21.213) - - - - 27213 (1,09 (28,366)
Farvaechangeon  FREHIEREY
avalable-for-sale MEED
investments - - - - - - 2,125 - - 2,125 - 2,125
Ivestment revaluation i E T HHERE
reserve released BRNREERERE
upon disposal of
available-for-sales
investments - - - - - - (819) - - 819) - (819)
Profit for the year g - - - - - - - - 10343 10343 1,150 11,493
Total comprehensive  FAZEMAAE
income for the year - - - - (27,213) - 1,306 - 10,343 (15,624) 57 (15,567)
Issue of shares pursuant  EIEKEHBAR)
totheacquistionof ~ FIR(ES
subsicliaries 16 79,484 - - - - - - - 79,500 - 79,500
Recognition of BUNEREE
equity-settled SN LIES
share-based payments - - 54 - - - - - - 54 - 54
Transfer to general reserve EEZ— K& - - - - - 2282 - - (2,289) - - -
Final dvidend — 2015~ KERE — 5% - - - - - - - - (9,520) (9,520) - (9,520)
16 79,484 54 - - 2,282 - - (11,802 70,034 - 70,034
M3 December 2016 R=F—1F
tZA=1-H 11 409,031 54 (31,476) (16535 20,597 505 - 150665 541,952 27,650 569,602
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Consolidated Statement of Cash Flows

1|V_\/E\ IE' ﬁ\;ﬁ% %

For the year ended 31 December 2016 % — & —

e ES N

Notes 2016 2015
BiEE —E-RE —ZT—AF
HK$’000 HK$’'000
FET FHET
Operating activities KETEE
Profit before tax BR A& A 18,522 36,229
Adjustments for: HUATSIBEEL AR
Bank interest income ERITRIBURA (78) (370)
Interest income from available-for-sale A ft H &R E AR B U A
investments (4,725) (2,068)
Depreciation of property, plant VI - R REREITE
and equipment 2,513 472
Provision for major overhauls FRBIEEE 1,616 1,122
Share-based payments ERR GBI K 54 —
Finance costs BB 1,969 1,247
Gains on disposal of available-for-sale  H&E At HERE RIS
investments (819) (246)
Fair value (gain) loss of a derivative PTESRMTEMARE
financial instrument (Wzs) BB
— atransaction not designated — WIIREE R S
as a hedge (1,231) 794
17,821 37,180
Decrease in inventories FERD 90 50
Increase in receivables under service ARIS T RE e HE TR FE
concession arrangements WSRIE I AN (26,901) (72,591)
Decrease in trade receivables B 5 RN FIER 2,600 —
Increase in prepayments and TEAS TR K B A FE UG SR IR AE AN
other receivables (2,740) (688)
Increase in trade payables B 5 FE < FRIBE BN 2,884 7,600
Decrease in other payables and accruals E b fE{~f 7078 & fE &+ & s 4 (15) (2,809)
Cash used in operations KEPANRE (6,261) (31,258)
Income tax refunded RE PSR 764 9,998
Income tax paid ERFEH (3,033) (5,796)
Net cash used in operating activities &% EE{FANE L FHE (8,530) (27,056)
Investing activities BRETE
Purchases of property plant BEWE - BEREE
and equipment (3,523) (117)
Acquisition of subsidiaries U BE R E A A 39 (85,082) —
Advance to Weal Union Group T FREEEA R
as defined in note 39 (FE#& RMIEE39) 39 (58,196) —
Purchases of available-for-sale BEAHEERE
investments (31,419) (140,570)
Proceeds on disposal of HERHHEREMEHIE
available-for-sale investments 116,978 11,627
Realised gain on a derivative TTHEERITANEERYE
financial instrument 437 —
Bank interest received 2 UERTTH B 78 370
Interest received from BRI HERERFE
available-for-sale investments 4,614 1,510
Net cash used in investing activities R&EEZEFEANRESFEH (56,113) (127,180)
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

2016 2015
—E-RF —E-RF
HK$’000 HK$'000
FET FA&T
Financing activities BEES
New bank borrowings raised FTERITER - 30,250
Repayments of bank borrowings ERRITIERK (2,781) (12,262)
Advance from a related party — R A T AR 38,595 —
Repayment to a related party m—R T ER (16,595) —
Interest paid BRFIE (1,270) (920)
Gross proceeds from a top-up placing & EEFE & ML ER
and top-up subscription RS HURRER - 156,800
Payment of expenses directly FERNBELE REER
attributable to a top-up placing FRIBEEEERZIR
and top-up subscription - (5,657)
Share repurchase B& 15 168 — (4,921)
Dividends paid BT S (9,520) (19,040)
Net cash from financing activities @& EHELNR S FHE 8,429 144,250
Net decrease in bank balances IRITERREASRDRE
and cash (56,214) (9,986)
Bank balances and cash FURTESRREAS
at beginning of the year 87,763 99,064
Effect of foreign exchange rate HNEEREBNTE - TR
changes, net (2,464) (1,315)
Bank balances and cash FERIBITEHRREAS
at end of the year 29,085 87,763
Represented by: ¥E -
Bank balances and cash RITEREIRSE 25,104 87,763
Bank balances and cash classified DEABIEHEMNRITAR
as held for sale MR& 3,981 —
29,085 87,763
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Notes to the Consolidated Financial Statements

e

PR ERR L

For the year ended 31 December 2016 {2 —F—NF+_-A=1+—HIL F)Z

GENERAL

The Company was incorporated in the Cayman Island 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 P.O. Box
39, Ugland House, Grand Cayman, KY1-1104, Cayman Islands
and the principal place of business of the Company is Units 1-3,
11th Floor, Westlands Centre, 20 Westlands Road, Hong Kong.

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

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

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

In the current year, the Group has applied, for the first time, the
following amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”):

Amendments to HKAS 1
BEARGEERE 1R 2ER]
Amendments to HKAS 16
and HKAS 38
BEASERE 165 &
BERGFHERE 3898 21EF]
Amendments to HKAS 16 and HKAS 41
BEAGHERE 165K
BAGHERZE 4157 2185
Amendments to HKFRS 10, HKFRS 12
and HKAS 28
BBV BHREERFE 105
BEBMBHREENE 125 R
BB G ERE 285k 2 187]
Amendments to HKFRS 11
BAMBREEAZE 1155 2185]
Amendments to HKFRSs
BERMBHmEERZEE]

Disclosure Initiative
WEREE

BE - EEMED

ill::3

REES

k

Agriculture: Bearer Plants

 ERERAERR

—RER

AR A—HERASESTMK
UHEREBEREMEAT  EIR
MDREBBERZHAABRRAA
([BEZPT)) £E77 - AR AW
PRI A P.O. Box 39, Ugland
House, Grand Cayman, KY1-
1104, Cayman Islands * AN &K
FELEMBMRNBBERIK20
SREFPO11E1-3F -

e BmRAET(ET]) I
B BTSN RAIIEERE o

ARPRRBEEBR AR - HX8
B8 & R E BIRENFAO M 541 o

RRAMITREBTEEME
BREHA(FEEMBEREE
Al

RAEER  AEBEEE KRR
DTFMESEHAAR((E5E
HEAR ) B2 EANBRE
B2 52T -

Clarification of Acceptable Methods of Depreciation
and Amortisation

BERARR 2T E RS

Investment Entities: Applying the Consolidation Exception

Accounting for Acquisitions of Interests in Joint Operations
WEEHR 2 E R 2 &R IEIE

Annual Improvements to HKFRSs 2012 — 2014 Cycle
BEEMBREEN T —_FE2 T -NFBRH 2 FEUE
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

APPLICATION OF NEW AND AMENDMENTS TO 2.

HONG KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs”) (Cont’d)

The application of the above amendments to HKFRSs in the
current year has had no material effect on the Group’s financial
performance and positions for the current and prior years and/or on
the disclosures set out in these consolidated financial statements.

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet

effective:

HKFRS 9
ERU B IMEERIE 95
HKFRS 15

=i

BAMBHREERE 155
HKFRS 16
BAMBHREERE 1655
Amendments to HKAS 7
BERGFEAE 7R Z(EE]
Amendments to HKAS 12

FB R ERIFE 1257 ZER]

Amendments to HKFRS 2

BRI REERF 258 21

Amendments to HKFRS 4

BBV R EERE 45 21
Amendments to HKFRS 10 and HKAS 28

BEMBHREERIE 105K
BB G ERIE 2857 2 (ER]

Amendments to HKFRSs
BBV EER 2B

Financial Instruments?
SETA?

BRI REBIIEEME
BEEA((FEMEREE
R (#)

RAFERRAIALEBHBR
SRR ZEILRAHAEER
FEMBEFEMHRR MR
R/ REEGEEMBERRAZE
BEKEATE -

AREBEIW RIZFEMATIIEHM
BEARERZHET REEFTES
fA T R -

Revenue from Contracts with Customers and the Related

Amendments?
P E WA RABIER?
Leases®
HES

Disclosure Initiative'
WB R

Recognition of Deferred Tax Assets for Unrealised Losses!
RARELSIERERELEHEEE"
Classification and Measurement of Share-based

Payment Transactions?

IR NS DR NETE?

Applying HKFRS 9 “Financial Instruments” with
HKFRS 4 “Insurance Contracts™

HEBMBMEEAE 45 [Riga 4]
JERBAMBHREENEOTR [EmI A2

Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture*

BREELEBENRIREE

=)

EREEIEIAEE

Annual Improvements to HKFRSs 2014 - 2016 Cycle®
BEAVBHREEN S —NFE T NFRAZ FEYCHS

! Effective for annual periods beginning on or after 1 January 2017.

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

3 Effective for annual periods beginning on or after 1 January 2019.

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

5 Effective for annual periods beginning on or after 1 January 2017 or 1

January 2018, as appropriate.

! RZZE—tF—A—Hz 2R
LR RS BARTAE RN -

2 RZZE—N\F—A—Hz2%&HR
LR RS BARTAE RN -

3 RZZE—NF—A—H %R
YRR S BRI AE R -

4 RiEEE B A 2 BN FE
BRI AR -

5 RZE—tF-—A—BAx=F
—N\F—A—H@EA) k2%
PR H)FE BRI AE AR
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016 {2 —F—NF+_-A=1+—HIL F)Z

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

HKFRS 9 “FINANCIAL INSTRUMENTS”

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

Key requirements of HKFRS 9 are:

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

2.

RRAMIIREBITEEME
BEEA(FEMEEEE
R (%)

FEEMBHEENTORan
IR

B BRELERFEIRIAFH
ERMEE SRBER—KREHW
SRRENERFTEZHRTEN
REBEEBERTE

BV RELEAFE IR TER

E o

. BREWHHREERFE %R
HEANMEEHATRE
EHRBRBHERALR
REFEFHE  BH
BEBENREREZE
BEAAFEAREHR
EREBARBINEAE R
AEBEARNESHBEZEBHER
B —RIEERETHE
BEAZHEIENAGTE -
B AREKRA RS
mEMNBEERMEEZE
BERARNFTEIRRE LK
RTRBEERHELZR
EREBAREAINAER
REEREMEZEH T
B —RREAAREFAH
EmBRAGE - FTAHR
R R E KRR ER
HiggitHREER 2 A
REFE - W RIEE
BUHHRELERF N - B
BEETAREMEEL
Hib2mKA 25 IFH
FEEREREZERA
REZH ¥ —RIEEIE
AR BN -
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Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

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

HKFRS 9 “FINANCIAL INSTRUMENTS” (Cont’d)

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

Application of HKFRS 9 in the future may have an impact on the
classification and measurement of the Group’s financial assets
and financial liabilities. The Group’s available-for-sale investments,
currently stated at fair value, will either be measured at fair value
through profit or loss or be designated as fair value through other
comprehensive income (subject to fulfilment of the designation
criteria). In addition, the expected credit loss model may result
in early provision of credit losses which are not yet incurred in
relation to the Group’s financial assets measured at amortised cost.
However, it is not practicable to provide a reasonable estimate of
the effect of HKFRS 9 until the Group performs a detailed review.

2.

BRI REBIEEME
BEEA((FEMEREE
R (%)

FEEMEBHBEENEORI &
IRI#)

. REMEEMEMS @ &
BE G ERAEI5%E A
TEEAEEBEENM
& BAYBHREERF
HRERBEREEESE
B FHEEBEER
FEERNSRSE HHH
BHREERBELRZEEY
EEBERZEIAR A
REREEERR B Y] HER
AR zE8 - T2 B
ABFREEESEMHAA

RIEEESE -

RRERE BB REEAE IR
AR AEEzeREENEE
DENFEERTE - AKHE
Al AR EHNERZAIHEERE
BRI REF ARG EREE
BBRAREFAEMEEEA (K
HmEETERE) o tLo  FEHE
SEEEEATTRERANEEHIZ
BERATECEREERNRE
EZEEBERREMNTREE - A
- RAKEETFARMA -
HEBUBMEENEIOR 2 FE
{EH AR AR LA BIRATTT -
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016 #Z —F—NF+—HA=1+—HIFF&

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

HKFRS 15 “REVENUE FROM CONTRACTS WITH
CUSTOMERS”

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

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

Step 1: Identify the contract(s) with customer;

o Step 2: Identify the performance obligations in the contract;

° Step 3: Determine the transaction price;

U Step 4: Allocate the transaction price to the performance
obligations in the contract; and

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

performance obligation.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Cont’d)

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

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

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

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

HKFRS 16 “LEASES”

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

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

HONG KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs”) (Cont’d)
HKFRS 16 “LEASES” (Cont’d)

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions) less
accumulated depreciation and impairment losses, adjusted for
any remeasurement of the lease liability. The lease liability is initially
measured at the present value of the lease payments that are
not paid at that date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the impact of lease
modifications, amongst others. For the classification of cash flows,
the Group currently presents upfront prepaid lease payments as
investing cash flows in relation to leasehold lands for owned use
while other operating lease payments are presented as operating
cash flows. Under the HKFRS 16, lease payments in relation to
lease liability will be allocated into a principal and an interest portion
which will be presented as financing and operating cash flows

respectively.

Under HKAS 17, the Group has already recognised prepaid
lease payments for leasehold lands where the Group is a lessee.
The application of HKFRS 16 may result in potential changes in
classification of these assets depending on whether the Group
presents right-of-use assets separately or within the same line item
at which the corresponding underlying assets would be presented

if they were owned.

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

operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Cont’d)

HKFRS 16 “LEASES” (Cont’d)

As at 31 December 2016, the Group as lessee does not have non-
cancellable operating lease commitments. The directors of the
Company anticipate that the application of HKFRS 16 in the future
may not affect the amounts reported and related disclosures.

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

SIGNIFICANT ACCOUNTING POLICIES

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

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

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

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

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

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

o 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

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

The principal accounting policies are set out below.

3.

BEXEBE(#)

NAERTH2EENFERY
EBERFXZHHEREMKRERK
ERIEZEEMHNER
T BERERERBREARGH
R > —EEERMEE o &5
BEFXBEAAER  AKEZE
BT m52RENRERRRZ
EEIEETEREERNEE
KBENFE - ERFEAYH
WERPEIAER ARENAAE
BENLER FTRETE - BB
BTSRRI 257 [ AR B
BEAT R | BRI A 2 VAR A B A
AR5 BEGHEFE175RIE
B HEAZHERZARER R
EFRNBELELIFALENTE
(Pln - BEEFFEAE2R 17
B ha SRR ERE LG E
A5 365 [EERE] TEME
B BRIN

N - BRI HmEM S - AN(E
FTERBAAEHEZBARBE
AEREE R ASBE AR
HECEREEUSBAE —
W BoREE =G FHaw
T

. E-RBABEBELSERER
S E BB ARG HER
BESREBENERMSH
HE CREAE)

. FE_RBABBELSREE
SR EEZRIBE R AIE
RZBABE(F-RAER
RHVRERIN) © &

. E=RBABBREEX
BEMNTAERGAZE -

TEEFTHEREIIMT

ELL ENVIRONMENTAL HOLDINGS LIMITED 2016 Annual Report



Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BASIS OF CONSOLIDATION

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

° has power over the investee;

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

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

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control listed above.

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

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

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

All intragroup assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BUSINESS COMBINATIONS

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

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

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

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

° assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 “Non-current Assets Held
for Sale and Discontinued Operations” are measured in
accordance with that standard.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
BUSINESS COMBINATIONS (Cont’d)

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

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

GOODWILL

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

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

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

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the amount
of profit or loss on disposal.

NON-CURRENT ASSETS HELD FOR SALE

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

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

3.

BEXEBE(#)
ma ()

ESERESENREELEM (X
ReEtBEUER) BFETRE
AALBEATRBERZEMA
BE I BR R EFS B /3 SR b 1T R
BRI o B — 3RS B W
ELXNBEEMNE  BEHEOK
MR ELEN (RBEEELEN
A RS BRATETTRER
Ao WREEEEMAAKE S
BRERZEUNEEE AIEE
DEREBEMRESREZE
R EAEmENREE ARR
B (IHReELENAS)A
EREENREEMELHIDER
EZBUMEMEE -

REEHRERSELEUR B
BRLHEBPETHERHNER

HEHENFRBEE

HWIERBEERDEREZET
TERHETBREBLERS (MIFE
BREER)UE - BIZERBE
EMNBESEDBEAIKIELE -
SR ERNEE(RHESE) A
AR AN H & - & R
EBHEZEE(KHERHE)Z
—REBRFR - BEEAAIELE
R 7 EEMK o BIRE WA AGE
ETHE  NERBNRSEAH
Bt —FARERBERS—HD
SEAHE

EAREAKEETIRERA—ME
Y QB E G2 HERTE -
6 Eage - ZMERRZAH
BEERAEBEOIRAREY
& THAEEGEENHERR
BEANMB AR 2 I

114

ELL ENVIRONMENTAL HOLDINGS LIMITED 2016 Annual Report



Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

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

When the Group is committed to a sale plan involving disposal of
an investment, or a portion of an investment, in an associate or joint
venture, the investment or the portion of the investment that will be
disposed of is classified as held for sale when the criteria described
above are met, and the Group discontinues the use of the equity
method in relation to the portion that is classified as held for sale
from the time when the investment (or a portion of the investment)
is classified as held for sale.

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

REVENUE RECOGNITION

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

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

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

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

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

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
CONSTRUCTION CONTRACTS

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

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

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

When a contract covers a number of assets, the construction
of each asset is treated as a separate contract when separate
proposals have been submitted for each asset, each asset has
been separately negotiated and the costs and revenues of each
asset can be separately identified. A group of contracts, performed
concurrently or in a continuous sequence, is treated as a single
construction contract when the contracts were negotiated as
a single package and they are so closely inter-related that they
constitute a single project with an overall profit margin.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
CONSTRUCTION CONTRACTS (Cont’d)

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

PROPERTY, PLANT AND EQUIPMENT

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

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

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

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

SERVICE CONCESSION ARRANGEMENTS

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

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

CONTRACTUAL OBLIGATIONS TO RESTORE THE
INFRASTRUCTURE TO A SPECIFIED LEVEL OF
SERVICEABILITY

The Group has contractual obligations under the service
concession arrangements to maintain the infrastructure to a
specified level of serviceability, or to restore the infrastructure to a
specified condition before it is handed over to the grantor at the
end of the service arrangement. These contractual obligations to
maintain and restore the infrastructure are measured at the best
estimate of the expenditure that would be required to settle the
present obligation at the end of the reporting period.

INVENTORIES

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

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

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible with finite useful lives to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the
smallest group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

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

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

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

LEASING

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

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

Land rights held under capitalised finance lease are included in
property, plant and equipment, and not depreciated.

LEASEHOLD LAND AND BUILDING

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an
operating lease separately based on the assessment as to whether
substantially all the risks and rewards incidental to ownership of
each element have been transferred to the Group, unless it is clear
that both elements are operating leases in which case the entire
lease is classified as an operating lease.

Specifically, the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the building
elements in proportion to the relative fair values of the leasehold
interests in the land element and building element of the lease at
the inception of the lease.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
LEASEHOLD LAND AND BUILDING (Cont’d)

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

FOREIGN CURRENCIES

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

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

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

RETIREMENT BENEFIT COSTS

Payments to defined contribution retirement benefit schemes
including state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme (“MPF Scheme”) are
recognised as expenses when employees have rendered service
entitling them to the contributions.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
SHARE-BASED PAYMENT TRANSACTIONS
EQUITY-SETTLED SHARE-BASED PAYMENT TRANSACTIONS

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

The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over
the vesting period, based on the Group’s estimate of equity
instruments that will eventually vest, with a corresponding increase
in equity (share options reserve). At the end of each reporting
period, the Group revises its estimate of the number of equity
instruments expected to vest. The impact of the revision of the
original estimates, if any, is recognised in profit or loss such that
the cumulative expense reflects the revised estimate, with a
corresponding adjustment to the share options reserve.

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

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets until such time as the
assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
GOVERNMENT GRANTS

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

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

TAXATION

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

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

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

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

The carrying amount of deferred tax assets is reviewed at the end
of the reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the asset to be recovered.

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

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

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
PROVISIONS

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

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

FINANCIAL INSTRUMENTS

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

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

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

Loans and receivables

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

Interest income is recognised by applying the effective interest rate,
except for short-term receivables where the recognition of interest
would be immaterial.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)

FINANCIAL ASSETS (Cont’d)

Available-for-sale financial assets

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

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

Effective interest method

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

Interest income is recognised on an effective interest basis for debt
instruments.
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)
FINANCIAL ASSETS (Cont’d)

Impairment of financial assets

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

assets have been affected.

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

is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment

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

or principal payments; or

° it becoming probable that the borrower will enter bankruptcy

or financial re-organisation.

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

rate.

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

of amounts previously written off are credited to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)

FINANCIAL ASSETS (Cont’d)

Impairment of financial assets (Cont’d)

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

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

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

FINANCIAL LIABILITIES AND EQUITY INSTRUMENTS

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

Financial liabilities

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

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the group entity after deducting all of its
liabilities. Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
FINANCIAL INSTRUMENTS (Cont’d)

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

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

Interest expense is recognised on an effective interest basis.

DERECOGNITION

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

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

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expired. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.

3.

EXErRE(HF)
ST R (#)
EREERERTA (F)
BERFEZ

BERF XTI E BB E
A e 2 6 1E RE HA R R B R S
A BERMRNERSBMAIE
JEHIFHs (WE ) BUE B A
BT RKBRE MR (BREABRK
ERERMNEZMENKBEKEN
RRAE - RPRA R EADEE L
Irag) FEREREIR =00 2 AR AT Y
FREDFERFE o

F SRS ABBR A HORMHER -

AEE(E R AERBR DR
BORFIEES - IAREEH
BESMARRHEADHER
REEHRT S~ E R L
REOBEE -

REUIEREREER - BEN
AR {E R E W R R B A ER R
B ZRIA R B R E b 2 WA RE
R Rt et kBB 1R fER o

ERBEREHBANMIIREE
BRER - BUB SfE m By 48 LT o
RIFERN SR AERREER
ENfEEMRERNZRANIER
FERR.

130

ELL ENVIRONMENTAL HOLDINGS LIMITED 2016 Annual Report



Notes to the Consolidated Financial Statements

mEMBRRME

For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

4.

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

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

SERVICE CONCESSION ARRANGEMENTS

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

Revenue from the construction of wastewater treatment facilities
under the terms of a BOT arrangement is estimated on a cost-
plus basis in which the construction margin is estimated with
reference to a prevailing market rate of gross margins of market
comparables at the time of construction, and is recognised using
the percentage of-completion method, measured by reference
to the proportion of costs incurred to date to the estimated total
cost of the construction contract. Revenue from the construction
of wastewater treatment facilities of HK$36,206,000 is recognised
during the year ended 31 December 2016 (2015: HK$79,752,000).

4.

{4t A RAEE SR AY E B RiR

RIERASEE S HER (FRH
) AARERARKREEE
REHMREMENEENRBER
REEE L AR R RE& - %F R
.:Jr&ﬁFWE““E*E%J%LEZ“&%&
HMR R SHEENREREL -

FREER Eﬁéﬁ—%ﬁ.ﬁr&ﬁﬁﬁ?lﬂ"

ZEMGTRIABARIGIEFER
A e B G LT NIERIERE
fhEHEET R B EUﬁQEiﬁﬂFﬁﬁﬁ
REBIEE] - HINEBFIFEER
KRR EARE EUE@L&nTﬁﬂFﬁZﬁfﬁ
REREHER B BIMER] -

LATTJ%‘F'EJEI&E’JIETE““
:.,ﬂEEE’JﬁquTEHEﬂI%E’JEI
mhmﬁ &% % R & fh &t
TR EHRAY T —EM K
FREEEMAGBNEREAEFELE
RFENERRR -

BRI FET R

$%@E§Tiﬁk BER — &
— BR([BOT)) &8k - AN&EE
u/uﬁ*ﬁ_?ﬁBOTﬁ%Fi*Jgﬁ/%(lF%f
mERELZES) BEFE12
%EHE%%%%&%%?FTE’JHE%%&
%Tzﬁ& B & & Hh R AT 12 ) 3 BS
EAREEILTBTRIFEAER R
FERAE A RFS o BLoN - TENFRTIE
WEIEE BEEEMREAEE
EERE AT -

BIEBOTLE G R RBRES
K BE B AR e Y 2 3 A AR AR N
BORMGR  MEREFER S E
REBERAIELEMEMRITT
BEF R iﬁ%%lﬁ\
LA EERAR S R2EHZE

BEEENRAERES ﬁmﬁ
SHERANE D E  HE-T
—RNET+_A=Z+—HILFE "
EER R B 25 /KEE I & HE R
EEIT A £ 36,206,000/8 7T (—F
— R 179,752,000 7T) ©

BERRERERDLA —T—RFFH 131



Notes to the Consolidated Financial Statements

e

PR ERR L

For the year ended 31 December 2016 {2 —F—NF+_-A=1+—HIL F)Z

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Cont’d)

SERVICE CONCESSION ARRANGEMENTS (Cont’d)

Imputed interest income is recognised from time to time on
receivables under service concession arrangements on an
accrual basis using the effective interest method by discounting
the estimated future cash receipts over the service concession
period at the estimated effective interest rate computed at initial
recognition. Imputed interest income on receivables under service
concession arrangements of HK$19,465,000 is recognised during
the year ended 31 December 2016 (2015: HK$16,758,000).

The Group engages an independent qualified professional valuer
to assess the prevailing market rate of gross margins of market
comparables for construction margin and the effective interest rate
for service concession arrangements as mentioned above.

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

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

The Group has contractual obligations (a) to maintain the
wastewater treatment facilities it operates to a specified level of
serviceability and (b) to restore the facilities to a specified condition
before they are handed over to the grantor at the end of the
service concession arrangement. These contractual obligations to
maintain or restore infrastructure, except for any upgrade element,
are recognised and measured in accordance with HKAS 37
Provisions, Contingent Liabilities and Contingent Assets, i.e., at the
best estimate of the expenditure that would be required to settle
the present obligation at the end of each reporting period. The
estimation of the expenditure requires the Group to estimate the
expected future cash outlays on major overhauls of the wastewater
treatment facilities over the service concession periods and also
to choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of the provision for
major overhauls carried as a liability in the consolidated statement
of financial position as at 31 December 2016 was HK$6,611,000
(2015: HK$6,440,000), further details of which are set out in note
28 to the consolidated financial statements.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Cont’d)

IMPAIRMENT OF RECEIVABLES UNDER SERVICES
CONCESSION ARRANGEMENTS

The policy for provision for impairment of receivables under service
concession arrangements is based on the evaluation of collectability
and ageing analysis of accounts and on management’s estimation.
A considerable amount of estimation is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each trade
and other receivable. If the financial conditions of trade and other
receivables were to deteriorate, resulting in an impairment of their
ability to make payments, additional allowances may be required.
The aggregate carrying amount of receivables under service
concession arrangements carried as assets in the consolidated
statement of financial position as at 31 December 2016 was
HK$319,452,000 (2015: HK$390,217,000). Further details are set
out in note 16 to the consolidated financial statements.

CURRENT TAX AND DEFERRED TAX

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

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

IMPAIRMENT OF AVAILABLE-FOR-SALE FINANCIAL
ASSETS

The Group classifies certain assets as available for sale and
recognises movements of their fair values in equity. When the fair
value declines, management makes assumptions about the decline
in value to determine whether there is an impairment that should be
recognised in profit or loss. During the year, no impairment losses
have been recognised for available-for-sale assets (2015: nil). The
carrying amount of available-for-sale assets as at 31 December
2016 was HK$23,383,000 (2015: HK$127,921,000).
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REVENUE EXKA
2016 2015
—E-RE —E—FF
HK$’000 HK$'000
FET FH&T
Construction services EERRTS 36,206 79,752
Wastewater treatment facility T 7K R IR AR ' B PR TS
operation services 40,618 48,952
Imputed interest income on receivables ARSI EFAE L BE T FE U IR
under service concession arrangements  HJHEE R B LA 19,465 16,758
Sales of electricity €% 4,028 —
100,317 145,462
SEGMENTAL INFORMATION SEEE

The Group are engaged in the construction and operation of
wastewater treatment facilities and generation of electricity.
Information reported to the Group’s chief operating decision maker
(i.e. the executive directors) for the purposes of resource allocation
and assessment of performance is focused on geographical
location of its manpower and customers including Hong Kong,
PRC and Indonesia.
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SEGMENTAL INFORMATION (Cont’d)
SEGMENT REVENUES AND RESULTS

The following is an analysis of Group’s revenue and results by
reportable and operating segments:

Year ended 31 December 2016

SEWRE (7))
BRI A B SRR

REBIRA 2 WL K
ZHA RSB DITIT :

o EE D

BE-2-AH+-A=t—H

LEE
Hong Kong PRC Indonesia Total
B4 H e #mst
HK$°000 HK$’000 HK$’000 HK$’000
TEx THET THET THER
Results ES5
Segment revenue DEUA - 96,289 4,028 100,317
Segment (loss) profit o (E18) s F (12,586) 33,697 (2,555) 18,556
Unallocated expenses RAEBAX
Administrative expenses TEFAY (34)
Profit before tax BREE AT A 18,522
Year ended 31 December 2015 BEE-_F-hF+=-A=+—H
LHFE
Hong Kong PRC Indonesia Total
BB H gfe 5
HK$'000 HK$'000 HK$'000 HK$'000
TET FAET FAET TR
Results 4
Segment revenue 2 EBUA - 145,462 - 145,462
Segment (loss) profit HE (EE) & F (11,501) 47,744 — 36,243
Unallocated expenses RAEBAX
Administrative expenses THAX (14)
Profit before tax BRI AR A 36,229

There are no inter-segment sales for both years.

All of the segment revenue reported above is from external

customers.

M EF 5 ) B SH E

b 2HEAFTA D BRAGRE

SNEBEF o

BERRERARAH
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For the year ended 31 December 2016 (2 —

—E-NFFZA=F—HIFE

SEGMENTAL INFORMATION (Cont’d)
SEGMENT ASSETS AND LIABILITIES

The following is an analysis of Group’s assets and liabilities by
reportable and operating segments:

At 31 December 2016

SWEE(F)
SHREERAR

AREBRAIZRMLEEDHE D
ZEERBEBEIITIT:

R-ZB-—AE+Z-A=+—H

Hong Kong PRC  Indonesia Total
&8 H )= st
HK$’000 HK$’000 HK$’000 HK$’000
TExT FExT FExT FTET
Assets BE
Segment and total consolidated D EGAEBEN
assets mRBERE 30,949 416,498 233,693 681,140
Liabilities EE
Segment and total consolidated 2% ,ﬁv?\/\ﬁ%&
liabilities Ta B ERE 38,630 65,705 7,203 111,538
For the year ended 31 December 2016 Bz—_ZE—~"E+=-B=+—H
ILFE
Hong Kong PRC Indonesia Total
e H e st
HK$’000 HK$’000 HK$’000 HK$’000
THET THER THERr TAERT
Amounts included in the measure 5 AR EBE Tk &5 18
of segment profit or loss or FOMEEL LR
segment assets:
Additions to non-current assets R EIERBEE (M)
(note) - 234 149,042 149,276
Depreciation of property, plant and  #1% - BiE kR BT E
equipment — 411 2,102 2,513
Interest income on bank deposits ~ $RTTER K HAth
and other financial asset TRIBEMNTSHBA 26 49 3 78

Note:  Non-current assets included all non-current assets except goodwill.

b5t - SERBEEREREEININMA
IEMENEE °
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SEGMENTAL INFORMATION (Cont’d)

6. SEHEHAE)

SEGMENT ASSETS AND LIABILITIES (Cont’d) SWEERAR(F)
At 31 December 2015 R=ZB-AF+=A=+—8H
Hong Kong PRC Indonesia Total
BE H Efe faat
HK$’000 HK$’000 HK$’000 HK$’000
TAT TAT FAT THT
Assets ﬁE
Segment and total consolidated D EAFAEBEK
assets ,mA§§£@f§ 190,052 420,387 — 610,439
Liabilities =]
Segment and total consolidated D EERAEER
liabilities mEaERE 32,595 62,709 — 95,304
For the year ended 31 December 2015 BE-—ZEZ—HFE+=-A=+—8H
LEFE
Hong Kong PRC Indonesia Total
BE H Efe et
HK$’000 HK$’000 HK$’000 HK$'000
TAT TAT FAT FHAT
Amounts included in the measure st A BB F 1B
of segment profit or loss or FDHEEZ S -
segment assets:
Additions to non-current assets REFRBEE - 117 — 117
Depreciation of property, plant and  #1%  BE RREITE
equipment — 472 — 472
Interest income on bank deposits ~ $R1TTF R S E At
and other financial asset SRIEENFBUA 94 276 - 370

BRRRERBERDA T RFFR
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SEGMENTAL INFORMATION (Cont’d)
SEGMENT ASSETS AND LIABILITIES (Cont’d)

The Group’s non-current assets by geographical location of the
assets are detailed below:

SEWRE (7)
SHRERAR )

AEEREEZ MRS D ZIFR
BEEIIT

Non-current assets

FREBEE
2016 2015
—EB-REF —T—AF
HK$’000 HK$’000
FExT FAT
PRC H 290,208 352,117
Indonesia HIE 227,259 —
517,467 352,117

Note:  Non-current assets excluded available-for-sale investments.

Revenue from customers of the corresponding years contributing

fisE: JERBDEESBRAKLER

ELTEHEFREGEAEEKA

over 10% of the Group’s revenue are as follows: 10% A EMEFHRALT -

2016 2015

—E-RF —ZE-hF

HK$’000 HK$'000

FHET FAT

Customer A from PRC segment RESHEFA 84,333 133,167

Customer B' from PRC segment FEHHESB 12,614 N/A i
! The corresponding revenue of this customer is not disclosed as it ! EFPR ZE—FHENRARRE
individual did not contribute over 10% of the Group’s total gross Z o RESHEMEAGAERIE
revenue in 2015. JEFEE X WA BRI

10% °
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For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

OTHER INCOME AND OTHER GAINS Hb A B H bl &
2016 2015
—E—XRE —ET-N1F
HK$’000 HK$’000
FET FHAT
Bank interest income RITFEHA 78 370
Interest income from available-for-sale A H & & & B F S UA
investments 4,725 2,068
Gain on disposal of available-for-sale HE R ERE NG
investments 819 246
Foreign exchange gain, net SN R F R 177 —
Government grants (note) BRAT e Bh (B 5E) 18 1,703
Refund of value-added tax BETRD 3,562 483
Fair value gain of a derivative TEERIAZ AR ERSR
financial instrument (note 25) (MI3x25) 1,231 —
Others HAth 747 448
11,357 5,318

Note: Government grants have been received from local governments
in Jiangsu Province for the purpose of carrying out environmental
protection works. There were no unfulfilled conditions or contingencies
relating to these grants as at 31 December 2016 and 2015.

MiEE : MERRERIESIIZREA
BRI BT HE) - R=ZT—RF
r_ZE—RF+_A=+—HB#
G % S H BRI R SRR Bk

SAEL o
FINANCE COSTS MERE
2016 2015
—E—RF —E-RHE
HK$’000 HK$’000
FET FAT
Interest on bank borrowings RITERAFLE 1,560 920
Increase in discounted amounts of FR A B R T 2 AR /Y
provision for major overhauls arising FERRIERED
from the passage of time (note 28) AR5 S RE1E 0 (F13E28) 409 327
1,969 1,247
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9.

PROFIT BEFORE TAX 9. FRIREIRF]
2016 2015
—EB-REF —T—-hF
HK$’000 HK$’'000
FERT FET
Profit before tax has been arrived BRAR A A 2 0BR (T A) -
at after charging (crediting):
Employee benefit expense (including EERNAX (BEESHE)
directors’ remuneration (Note 10)): (FizE10) :
Salaries and other benefits e hEMER 11,152 9,168
Pension scheme contributions RIS FTEIE K (FiEE (a)
(note (a)) 1,559 661
Share-based payments N anEEOENE 54 =
12,765 9,829
Cost of construction services RIS ARTS AN AN 25,531 60,647
Cost of wastewater treatment facilities 1245 /K IR &
operation services rendered BB RIS IR 35,006 34,388
Cost of power plant operation BEEREBKA 5,474 —
Cost of inventories recognised R AR FEKAR
as expenses 13,833 10,778
Depreciation of property, plant Y% - BEMERETE
and equipment 2,513 472
Minimum lease payments under KEHE THRERERR
operating leases - 276
Auditors’ remuneration 2 8 Bl 27 B 1,200 1,600
Fair value (gain) loss of a derivative TESRITENARE
financial instrument (note (b)) (Wezs ) 518 (MY EE () (1,231) 794
Foreign exchange (gain) loss, net N (Wes) B8 - 358 (177) 1,077
Provision for major overhauls BRRIEREE 1,616 1,122
Notes: BisE -
(a) At 31 December 2016, the Group had no forfeited contributions (a) RZZE—RFE+=ZA=+—08 "

available to reduce its contributions to the pension scheme in future

years (2015: nil).

(b) The fair value loss of a derivative financial instrument for the year ended
31 December 2015 was included in “Administrative expenses” in the
consolidated statement of profit or loss and other comprehensive

income.

AR BB W SRR AR
REZWRASFEHK(ZZ

—hHE ) -

) BE-Z-AF+-A=+—8
IHFE - fTEERIANARE
BEIINGEER R MR AR
ARH [TTBFE] T -
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10.

DIRECTORS’ AND CHIEF EXECUTIVE'’S 10. EERESTRARTHM
REMUNERATION
2016 2015
—E—X —E—hF
HK$’000 HK$’000
FET FAT
Director’s fee = 1,985 1,960
Other emoluments: Hinfi < -
Salaries and other benefits e LEMETR 782 154
Pension scheme contributions RIRBET IR 14 —
796 154
2,781 2,114
(a) INDEPENDENT NON-EXECUTIVE DIRECTORS (a) WBIFBITES
The fees paid to independent non-executive directors during FREIMNBLIENTES
the year were as follows: ZERWET :
2016 2015
—E-REF —E—RF
HK$’000 HK$’000
FExT FAT
Ms. Ng Chung Yan Linda hERa+ 120 120
Mr. Ng Man Kung RXHEEAE 120 120
Mr. Sze Yeuk Lung Benedict M BES A 100 100
340 340
The independent non-executive directors’ remuneration Ft B IEITE S 2

shown above were for their services as directors of the
Company.

T HRBREER/ARRE
SRR AR < Fr BN

FRILES N B ILIFRIT
EFEHMME(—ZF -5
FoE)

There were no other emoluments payable to the
independent non-executive directors during the year (2015:
nil).
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e

10.

DIRECTORS’ AND CHIEF EXECUTIVE’S

10. EERESTTRARHMH

REMUNERATION (Cont’d) (#)
(b) EXECUTIVE DIRECTORS AND NON-EXECUTIVE (b) BITEERFRITES
DIRECTORS
Salaries Pension
and other scheme
benefits contributions Total
Fees HeRk Ek€ emoluments
e Hit @7l HE LGS Hem%E
HK$’000 HK$'000 HK$’000 HK$’000
TET TET Tz THT
Year ended 31 December 2016 ~ HE-ZF—A~F
+=A=+-H
LEE
Executive Directors HITER
Mr. Chau On Ta Yuen AZERTE 1,320 72 - 1,392
Mr. Chan Kwan BRERE
(Chief Executive Officer) (FTHEH) 100 710 14 824
Mr. Suhendra Radius (note) A LA (M) 25 - - 25
1,445 782 14 2,241
Non-Executive Directors FHTES
Mr. Chan Pak Lam Brian BRI S 100 - - 100
Mr. Chau Chi Yan Benny ABALE 100 - - 100
200 - - 200
1,645 782 14 2,441
Note: Mr. Suhendra Radius was appointed as an executive director Mzt : BEBALERBE=T
during the year ended 31 December 2016. —R"FE+=-A=+—H
I FEEZEANITE
£
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For the year ended 31 December 2016 {2 —E—NF+ - H=+—HIFFE

10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERREITHARHEH
REMUNERATION (Cont’d) (#)
(b) EXECUTIVE DIRECTORS AND NON-EXECUTIVE (b) BITEERFRITES
DIRECTORS (Cont’d) (#)
Salaries Pension
and other scheme
benefits  contributions Total
Fees Hek RIKE  emoluments
ik HifaF SRR B & 4258
HK$'000 HK$'000 HK$'000 HK$'000
THL AL FAEL FAL
Year ended 31 December 2015  HZE-Z-Ff
+=A=+-H
LEE
Executive Directors PTES
Mr. Chau On Ta Yuen BZERTE 1,320 74 - 1,394
Mr. Chan Kwan BRERE
(Chief Executive Officer) (TR 100 80 - 180
1,420 154 — 1,574
Non-Executive Directors FHITES
Mr. Chan Pak Lam Brian BREMLE 100 - - 100
Mr. Chau Chi Yan Benny BB L E 100 - - 100
200 - - 200
1,620 154 — 1,774
The executive directors’ remuneration shown above were i TESHE BB RM
for their services in connection with the management of the HEBRARRNAIRAEEEKEH
affairs of the Company and the Group. 2 BR% 2 3 o
The non-executive directors’ remuneration shown above FHFERTESWES IR EBEFE
were for their services as directors of the Company or its BRARNTHEMBAR ZESMH
subsidiaries. IR AR < H B o
There was no arrangement under which a director or the FRATEBEFHRHTHRAEN
chief executive waived or agreed to waive any remuneration BRI BEWMEEH Mz 28 -

during the year.
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11. FIVE HIGHEST PAID EMPLOYEES 11. hEREHMER
The five highest paid employees during the year included one (2015: FAREERaTHEERE—2
one) director, details of whose remuneration are set out in note 10 (ZE2E—RF: —R)EF ' HH
above. Details of the remuneration for the year of the remaining four B 2 SEIBE S A EXXHIEE10 © &
(2015: four) non-director, highest paid employees are as follows: N THEE(ZE—hF: ME)
FEFzHERIFTMNEES ZFH T
BEANAT -
2016 2015
—E-RF —T—hF
HK$’000 HK$’'000
FERT FAT
Employees’ salaries and other benefits & 8 #& K E &7 2,992 1,863
Discretionary bonus IS TELT 172 209
Pension scheme contributions BRESE MR 61 96
3,225 2,168
The number of non-director, highest paid employees whose HMEBRATHEIEEENES
remuneration fell within the following bands is as follows: FMESNEBE T -

Number of employees

EEEE
2016 2015
—E—XF —E—hHF
Nil to HK$1,000,000 % 1,000,000 7T 3 4
HK$1,000,001 to HK$1,500,000 1,000,001 77T 2 1,500,000 7% 7T 1 —
4 4
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12.

INCOME TAX

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

No provision for Hong Kong profits tax had been made as the
Group did not generate any assessable profits arising in Hong
Kong during the year (2015: nil).

Withholding tax is calculated at 5% of the dividend income received
from a subsidiary in PRC. Tax refunds of HK$764,000 for prior
years’ withholding tax were received during the year.

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

No provision for Indonesian income tax had been made as the
Group did not generate any assessable profits arising in Indonesia
during the year (2015: nil)

Haian Hengfa Wastewater Treatment Company Limited (“Haian
Hengfa”) and Rugao Hengfa Water Treatment Company Limited
(“Rugao Hengfa”) obtained preferential income tax treatment
whereby their income taxes are charged at the taxable profit based
on 90% of the revenue generated for the year.

12.

Frig iR
REASEHENAEABRALES
((RBEZES )R ER
AEBEHENRERE REER
LRSS HMEATEH -

HRAEERAFEEL BEBREL
EXEAMAFEEN(ZF -0
F R BB IREANER
B

5 — A B B A | YR AR A
W EHIE 5% T E BT o KFE I
FBEFETEMNHART 764,000
BT °

REEREERREBELRSR
B B B R AT R 3 R B AR R
TSR A LR PIFTEE M &
EFEHEMEDL -

HRARERAFREILEREE
ELEAAFREN(ZF -8
F ) BBESIRHERSEN
i e

BrEETKEREAR AR (8
ZEE]) MIREEKEEEGR
~NE([RES ) BERETE
BB B HPISHIEER
BOE A (AR AN FEELNEEW
AHI90%) B4
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12.

INCOME TAX (Cont’d)

Rugao Honghao Metal Surface Water Treatment Company Limited
(“Rugao Honghao”) obtained confirmation from the relevant
tax authority during the year ended 31 December 2015 for full
exemption on corporate income tax for 2012 (the first profit
generating year of Rugao Honghao), 2013 and 2014 and a three-
year 50% reduction in corporate income tax rate from 2015 to
2017. Tax refunds of HK$9,998,000 relating to the tax years of
2012, 2013 and 2014, in aggregate, were received during the year

ended 31 December 2015.

12.

FRigii (#%)

MRRECBREAKEERRA
Al([RRE ) BEHEER G
PFITER MR RBEE_T—H
F+_A=+—HILFEETZ
RNe@M—E——F(PNEE
HEEASNEF) —T—=FK
TE-UFERNDEMRSH UK
AR =-FERE_T—HFEZ
-t FE0% D EMBHK - &
E-ET-—AF+-A=1+—H1t
FEWI BB _ZTE—=—F - =&
—=ER_E-NERBEEDN
IRF 519,998,000 7T °

2016 2015
—E-RF —T—hF
HK$’000 HK$’'000
FExT FT

Current — PRC BIER — b
Charge for the year FAZH 2,842 5,100
Overprovision in prior years BEFEBRERE - 212)
Tax refunds B (764) (9,998)
Deferred tax (note 27) EERIE (FIFE27) 4,951 1,190
Total tax charge (credit) for the year FAMIBI L (K%) B8 7,029 (3,920)
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12.

INCOME TAX (Cont’d)

A reconciliation of the tax expense applicable to profit before tax
at the statutory rates for jurisdictions in which the Company’s
subsidiaries are domiciled to the tax expense (credit) at the Group’s

effective tax rate is as follows:

FRiGIR (#)

BN A B R B AL T
ALARE R M)A E R R E E AR
A )8 A R B TR S BLR AR B
BERRERGTEORAR (K

R)EEERIOT
2016 2015
—REF —T-0F
HK$’000 HK$’000
FET FHAT
Profit before tax R A5t AT ) 18,522 36,229
Tax at the statutory tax rates at 25% BETER K 25% 5T ERFHIE 4,630 9,548
Overprovision in prior years BEFERERE - 212)
Tax refunds B (764) (9,998)
Effect of withholding tax on TE 05 2N 5 B B S A B
the distributable profits of AR RFIFEE
the Group’s subsidiaries in PRC 590 (4,590)
Tax effect of income not taxable BARBBA 2 BB E
for tax purpose (614) (1,437)
Tax effect of expenses not deductible AT IR B Sk 2 TR i 5/ 28
for tax purpose 1,328 2,769
Income tax at concessionary rate REBEMETENAER (1,696) —
Tax effect of tax losses not recognised ~ RIERFIAEIE 2 THIEFE 481 —
Tax effect of deductible temporary RER AR R =58
differences not recognised 2B E 3,074 —
Tax charge (credit) for the year FRBIESZ L (ER) 7,029 (3,920)
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For the year ended 31 December 2016 &% =&

—AEF A AR

13.

DIVIDEND 13. KRR
2016 2015
—REF —T—-hF
HK$°000 HK$’'000
FHET FAT
Dividends for ordinary shareholders FRERMAR B EBARE
of the Company recognised as RIS, -
distribution during the year:
2016 Interim — nil ZE-RFHH— 8K
(2015: 2015 Interim dividend TmRE
— HK2 cents) per ordinary share (Z2—RF : ZF—h8F
(note a) fRERRR B — 280) (M5 a) - 19,040
2015 Final — HK1 cent —E-hFRH — 8K
(2015: 2014 Final dividend 3EA 1754
— nil) per ordinary share (ZZE—RF: —ZT—JF
(note b) REARR B — ) (MI5Tb) 9,520 —
9,520 19,040
Note: Pff=E -
(@) During the year ended 31 December 2015, the Company declared an (@) BE-_Z-—AFt+-_H=1+—F8
interim dividend in respect of the six months ended 30 June 2015 of LFE  ARFRRBE—S—1
HK2 cents per ordinary share of the Company in an aggregate amount FARA=THIEANEASIRT B
of HK$19,040,000. Such dividend was paid on 31 October 2015. KREGRA AR E®BMAR2B -

(b) During the year ended 31 December 2016, the Company declared a
final dividend in respect of the year ended 31 December 2015 of HK1
cent per ordinary share of the Company in an aggregate amount of
HK$9,520,000. Such dividend was paid on 13 June 2016.

() The Board of Directors does not recommend the payment of any final
dividend for the year (2015: HK1 cent per share).

4 51 19,040,000/ 7T » B B3 B
BEER-_Z—RAF+A=1+—8
Ao

BE-_Z—XRF+-A=+—8H
Jtﬁr; $ ApEE—T—H
F+ZA=+—RHALEFESER
Xﬁﬁ%ﬁi%ZK )BT

» A4519,520,00078 7T - B

HXQEEA_Z; NESNAT=H
SN

EEeTEARAFEIREEM
RKEBREB(ZT—RF : R

) -
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14.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to the shareholders of the Company is based on the

following data:

sRAEN

ARBIBREIEBRER N EE
BNRETEER T80

Earnings for the purposes of basic and

diluted earnings per share, being
profit for the year attributable to
shareholders of the Company

IEREARLEERN NS
Z &8N ARBHEEAN
FEIEF RG]

2016 2015
= —T-hF
HK$°000 HIK$'000
TRz THT
10,343 39,506

Number of shares

RHEE
2016 2015
—E—RE —E-RHE
’000 ”000
TR Fh&
Weighted average number of HEREFNmE 2
ordinary shares for the purpose LR i I
of earnings per share 982,493 903,061

The computation of the diluted earnings per share for the year
ended 31 December 2016 does not assume the exercise of the
Company’s options because the exercise price of those options
was higher than the average market price for shares for the year

ended 31 December 2016.

No diluted earnings per share has been presented for the year
ended 31 December 2015 as there was no outstanding potential
ordinary share during that year and at the end of the reporting

period.

EAARNRIEREZITEERNE
E_FE—R"FE+-A=+—H81t
FEARABRMD 2 FEHTE -
HEEEE-_ZT—X~"F+ A
=+ HIEFEEREEZFE
W ARRERATEA R A HEARAE

HRZFEEMRBESHR L&
BERTHEEEEK  REEZ
E-HF+A=+—BIFE
WiE 25| SREHERF -
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15.

PROPERTY, PLANT AND EQUIPMENT 15. Y% - BEREE
Equipment Construction
Land and and Office Motor in
buildings machines  equipment vehicles progress Total
THREF REREE BOERE nE ERIR by
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TR Tix T B TR
COST XA
At 1 January 2015 W-2-H%-A—H - 2,464 881 1,033 - 4,378
Additions e - 3 14 - - 117
Exchange realignment & 5 &5 - (110) (44) (46) - (200)
At 31 December 2015 RZE-1%F
TZA=t+-H - 2,357 951 987 - 4,295
Additions through acquisition ~ EBUEEH B A
of subsidiaries (note 39) KRE (fitiE390) 10,554 70,203 24 240 64,732 145,753
Additions e 334 1,743 45 116 1,285 3,523
Transfer B 671 63,544 - - (64,215) —
Transfer to assets classified as ~ BEZHBARIELE
held for sale (note 29) LB (fE29) - (433) (129) - - (562)
Exchange realignment & &5 (401) (3,651) (67) (88) (1,515) (5,722)
At 31 December 2016 RZB-~E
+ZB=+-H 11,158 133,763 824 1,255 287 147,287
DEPRECIATION ik
At 1 January 2015 WZ_E—R%—A—H - 475 398 727 - 1,600
Provided for the year FREE - 237 179 56 - 472
Exchange realignment SR - (29) (23) (35) - 87)
At 31 December 2015 RIZ-1F
+-A=1-H - 683 554 748 - 1,985
Provided for the year EREE 9 2,275 67 81 - 2,513
Transfer o assets classifed as ~ ERENEARFIELE
held for sale (note 29) LBE (f1E29) - @) (47) - - (144)
Exchange realignment ] (1) 98) (49) (57) - (197)
At 31 December 2016 RZB-5%
T=B=1-H 89 2,765 531 72 - 4,157
CARRYING VALUES FREE
At 31 December 2016 R-E-~E
+ZA=1+-H 11,069 130,998 293 483 287 143,130
At 31 December 2015 RZE—-1%F
TZA=1-H - 1,674 397 239 - 2,310
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15.

16.

PROPERTY, PLANT AND EQUIPMENT (Cont’d)

The above property, plant and equipment other than construction
in progress are depreciated on a straight-line basis at the following
rates per annum:

Land and buildings 0—9%
Equipment and machines 10 — 20%
Office equipment 18 — 20%
Motor vehicles 125 — 20%

RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS

The Group entered into a number of service concession
arrangements with certain governmental authorities in PRC on a
BOT basis in respect of its wastewater treatment services. Pursuant
to the service concession arrangements, the Group has to design,
construct, operate and manage wastewater treatment facilities
in PRC over the service concession periods. The governmental
authorities guarantee that the Group will receive minimum annual
payments in connection with the arrangements or receive a top
up fee depending on the volume of water that the wastewater
treatment facilities treated. The Group is generally entitled to use
the wastewater treatment facilities and the related facilities (the
“Facilities”). However, the Group has the obligation to maintain
the Facilities in good condition and the Facilities will be transferred
to the relevant governmental authorities at a specified level of
serviceability upon expiry of the concession periods. The service
concession arrangements do not contain renewal options. The
BOT agreements do not grant any termination rights to any of the
contracting parties.

15.

16.

W% - BE Bk ()

it - R k&S (IR
BRON L T B F R A E AR
g

Tt RAEF 0% — 9%
B 10 — 20%
/N 18 — 20%
RE 12.5 — 20%
BREBFEZETHOEER
-}

AEEERETH BB
57K BRI R 15 1 BOT £ R %
TERF AP BE - RIFRF K
AHRERHE NEBEZERRBRER
HIRRE  BE RERERES
B)5 7K BRI 3% M o B HE R AR 78
RSB 5 5L A B & HE B AR R
JE A SRR 3805 7K Ba HE 2R s BE 38
HSKERDMHEREER - AEE
B B REE DS KB HE AR e M AR
M ((&FRE]) - Al K
SEFEXHFZERBENR
S AR B 5% 2 B0 5 10 4 AT H
MR —E A R E RIS KB R
BRABTHE - RIS TR L5
TREEREZE -BOTLHH
B TAEMATH T (AT LEHE
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16. RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS (Cont’d)

As at 31 December 2016, the Group had 5 (2015: 5) service
concession arrangements on wastewater treatment with two
governmental authorities in PRC and a summary of the major terms
of the principal service concession arrangements are set out as

16. BRBFBHFERFETHEER

W (#)
R=_F—

NETZA=+t—8"

ANER B B R P B U AT S 5
B(ZZ 1% : 518) RIS FTE

ZhE

TERBRHAELENE

follows: IR EHS AT -
Type of
Name of service
Name of company wastewater concession Designed Service
as operator* treatment facility equipment  processing concession
EREED KRR Location Nature of grantor ~ FRES453TiE capacity period
NARER RiEER (A= BTAEZR REEY  RTEEED PR R 3T H
Haian Henfa Haian Hengfa Haian Country, Haian Country BOT on 20,000 28 years from
BRER Municipal Nantong City Construction wastewater 2002 to 2030
Wastewater BEmeRS Bureau treatment and extended to
Treatment Facility IHEERGESR BESKEE 20361in 2013
(Phase ) #BOT 2BF W-FTT-F
BREEMI BHEZT=TF -
KRR WR-B-ZFERE
(—4) ZT=RF
Haian Henfa Haian Hengfa Haian Country, Haian Country BOT on 20,000 22.5 years from
BREE Municipal Nantong City Construction wastewater 201310 2036
Wastewater BAMELZE  Bureau treatment 25F T —=F
Treatment Facility TEEAREESR BESKER BIE-S=FIE
(Phase Il #BOT
BZEEMY
KRR R
(Z8)
Rugao Henfa Rugao Hengfa Rugao Country,  Rugao Economic BOT on 20,000 25 years from
MR Municipal and Nantong City and Technological wastewater 2007 to 2032
Industrial BATWNRE  Development treatment and extended to
Wastewater Zone Administrative BB KER 2035 in 2009
Treatment Facilty Committee #BOT 25% ;CL STLE
(Phase | MR AEER M BIEZS="F
MREETH REEEZE TR_FE nikﬁi
RIZTKEERE —Z-RF
(—5)
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16.

RECEIVABLES UNDER SERVICE CONCESSION 16. BRBIFEZETHOERR
ARRANGEMENTS (Cont’d) H(#)
Type of
Name of service
Name of company wastewater concession Designed Service
as operator* treatment facility equipment processing concession
fEREEE BREE Location Nature of grantor PR R aTIE capacity period
NARER Rt £ A= BRTAEH REEY  RHEEED R
Rugao Henfa Rugao Hengfa Rugao Country,  Rugao Economic BOT on 20,000 25 years from
MR AR Municipal and Nantong City and Technological wastewater 20150 2035
Industrial METNEE  Development treatment BE H-T-RF
Wastewater Zone Administrative B #/5KEER BAE-T=REIL
Treatment Facility Committee #BOT
(Phase Il RSB
MR BEETIR FEEEZRE
RIFTKEERIE
(=#)
Rugao Honghao Rugao Honghao Rugao Country,  Rugao Economic BOT on 3,500 28 years from
(Note) Heavy Metal Nantong City and Technological wastewater 201110 2039
MR (zE) Wastewater BEMMEE  Development treatment BE H-F——F
Treatment Fagility Zone Administrative BB KEE B EZT=NEIE
MREGEDE Committee #BOT
EUNAEE i MR AR
REREZE
* The official name of the grantor is in Chinese. The English translation is

for identification purposes only.

(=

Note: The assets and liabilities of Rugao Honghao are classified as held for Mz MRRENEERBBESBAA
sale. The details are set out in note 29. HEE o FHIFERMITE29
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16.

RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS (Cont’d)

Pursuant to the service concession agreements, the Group is
granted the rights to use the property, plant and equipment of the
wastewater treatment facilities and certain related land during the
service concession periods. The Group is required to surrender
these items of property, plant and equipment to the grantors at a
specified level of serviceability at the end of the respective service
concession periods. As at 31 December 2015 and 2016, the
title certificates with respect to certain land use rights of certain
wastewater treatment facilities to which the Group’s service
concession arrangements relate have not been registered under
the names of the relevant group companies. The directors of the
Company are of the opinion that the Group is entitled to the lawful
and valid occupation or use of the buildings and land to which the
above-mentioned land use rights during the respective concession
periods for nil consideration for providing wastewater treatment
services under the relevant BOT agreements

For the year ended 31 December 2016, revenue and profit were
recognised for exchanging construction services for a financial
asset amounting to HK$36,206,000 (2015: HK$79,752,000)
and HK$10,675,000 (2015: HK$19,105,000), respectively.
Considerations for revenue related to the construction and
operation services under BOT arrangements were recognised
as “receivables under service concession arrangements” in the
consolidated statement of financial position.

16.

BB #5495 5T 8 R HE T RO FE U =%
R (#)

BERGFT L AEEE
?E%EAHEF%HHHW%FH?%ME

B0k EN T N 1O
F*Hﬁﬂ'éif@ AEBEARZR
TS B 4 ARSI — F AT IR L AR
BKFEEZEME - BB NRE&E
HEBRETA RZE—RF
rF—_E—XRFE+-A=+—8"
FEAEBEREFITELHENS
FIEKBEZRBEAN A T L E A
HHERBFZEIAELNEBEAR
EERFRMAT - ARARMNES
RAE BEHEBEBOTLH A&
B AN BBASTHARRERS
7J<J=EI¥HE%“LX%MED/£EW£

FRE(E sz S ER a4 s (i R AE
BRENEF M -

HE _Z—XE+-_A=+—H
Jtﬁﬁ o B #E R A 36,206,000

BIL(ZE—RF : 79,752,000/8
75)&10675000,%75(_ —H
F 119,105,000/ 7T) By & E U A

Rt F) b DA 22 38 AR 75 3 2 /\Ea*aiéi
E o HBOTHHIE TREEREE
REBEBHEERARERES
AR RIER A [ RIS ET LR
BT EIE ] -
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16.

RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS (Cont’d)

Certain of the Group’s land use rights and properties in the
wastewater treatment business was pledged to secure a bank
borrowing granted to the Group. The related receivables under
service concession arrangement amounted to HK$92,733,000 as
at 31 December 2016 (2015: HK$102,981,000).

16.

REFFERETROER®

T (#)

EEAAEESKEBERLE
WET L fERERDEERR
FAREB —FHIRITEROER-
RZEBE—RF+_A=+—H"
BRI ELT TR ERK
18 592,733,000 T ( —ZE—F
£ 1 102,981,000/ 7T) °

2016 2015
—E—RE —E—RF
HK$’000 HK$'000
FExT FHET

Receivables under service concession  ARFSIFeFHEZ BE T Ay FE UL 7118
arrangements 319,452 390,217
Portion classified as current assets DI AETREE ENZ D (30,814) (40,410
Portion classified as non-current assets 248 &3EmENE E M 20 288,638 349,807

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

RB|ER - RIFHZ B BMYR
TR er R 2B T I WA M BR iR

reporting period: SR
2016 2015
—E-REF —E—hF
HK$’000 HK$’000
FHET FHET

Billed: ERAEE :

Within 3 months 3EAR 8,276 16,426
4 to 6 months 4Z=61EA 13,925 14,694
22,201 31,120
Not yet billed MR AEEE 297,251 359,097
319,452 390,217

There is no allowance for doubtful debts for both years.

PR B E I B RIR AR ©
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16. RECEIVABLES UNDER SERVICE CONCESSION 16. BRERHFERIFETHOERR
ARRANGEMENTS (Cont’d) H(#%)
Receivables under service concession arrangements are usually AR 75 4 BT RE R BE T B B IR IE 3B
due for settlement within 10 days after each month end. Included % EC ARAEK#%1I0B AR B4
in the Group’s receivables under service concession arrangements c REBERBIEFFELEET
are debtors with aggregate carrying amount of HK$22,201,000 E’] RWHRIBEREREAELESES
(2015: HK$31,120,000) which have been past due at the end 22,201,000 t( =& — A F :
of the reporting period for which the Group has not provided for 31,120,000 7L) 2 &1 * % EH
impairment loss. The Group has assessed the creditworthiness, ERMEBRGH  HASEL
past payment history and subsequent settlement, and considered ERL UL ER ﬁ@)ﬁﬂé B NE
that the amounts are still recoverable. The Group does not hold any EHHEEE FEREE 8 K
collateral over these balances. Hig 2 HRED % - RERZ
SRR AT E o AN 62 [ I M BE X
SESFAEAERR -
Aging of receivables under service concession arrangements which WHBERE Y RIS ES L
are past due but not impaired is as follows: THEWZIE Z BRSO T
2016 2015
—~F —E-hF
HK$°000 HK$’'000
FERT FAT
Within 1 month 11EARN 4,825 6,826
1 — 3 months 1= 3@ A 3,451 9,600
4 — 6 months 47618 A 13,925 14,694
Total et 22,201 31,120
17. GOODWILL 17. W8
HK$’'000
FAT
COST AR
At 1 January 2015 and 31 December 2015 RZE—RF—A—HK
—E-hF+=A=+—H —
Arising on acquisition of subsidiaries (note 39) Wb B A R E A (F13E39) 85,699
At 31 December 2016 RZE—RE+=ZHA=+—H 85,699
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17.

18.

GOODWILL (Cont’d)

The amount represents goodwill arising on the acquisition of the
Weal Union Group during the year. The recoverable amount of this
cash generating unit has been determined based on a value in
use calculation. The Group engaged an independent professional
valuer to perform such valuation which requires the use of key
assumptions, including the discount rate, terminal growth rate,
budgeted sales and gross margin, taking into account the relevant
industry growth forecasts, financial budgets approved by the
directors from the management’s experience from provision of
electricity services and management’s expectations for the market
development. That calculation uses cash flow projections based
on financial budgets approved by management covering a 5-year
period, and discount rate of 18.2%. The cash flows beyond the
5-year period are extrapolated growth rate at 5%. Management

17. @8 (#E)

CREANFANBEEEEES
e WIREELBM 2
CEeEHRBEREETESE
Eo AEERFEEEEMEM
ETZEE EFETARETER
?&L’ BIERRIR =X *Riﬁ‘?
BHEEEREMNE  ZRKE

& ¥t ?Eﬂﬁﬁ%ﬁ'li“ﬁﬁ&aﬁﬂ
MZERMBHESEMMEBITE
BREAN EFEHENTKE
B oZBHAEDRBEREMI
BEZhFVBEECARERE
TEORI DA 2 B3R E18.2% 51 & o 8
ﬂ5ﬁ5ﬁﬂﬁﬁzfﬁémbiﬂﬁﬁ5%m

believes that any reasonably possible change in any of these i‘ﬁriﬁ B EMREE %
assumptions would not cause the aggregate carrying amount to ““E’J/\EET LEBEIEE
exceed the aggregate recoverable amount of this cash generating ?Awt ReEESEMU FARES
unit. RE I EI4BEE
AVAILABLE-FOR-SALE INVESTMENTS 18. TFHHERSE
2016 2015
—RE —E—RF
HK$’000 HK$’000
FET FHAT
Listed equity investments, at fair value ~ _FHRAERE - LA AALE - 30,080
Listed debt securities, at fair value FHERKRES  BARE 23,383 36,759
Unlisted debt securities, at fair value FLEMEBES  HARE - 61,082
23,383 127,921
During the year, the gross income (loss) in respect of the Group’s FA - RAEEREMEEKA

available-for-sale investments recognised in other comprehensive
income amounted to approximately HK$2,125,000 (2015: other
comprehensive expense amounted to approximately HK$555,000),
of which a gain of approximately HK$819,000 (2015: HK$246,000)
was reclassified from other comprehensive income to profit or loss
for the year.

WERK AR B EIRERIKA (B
1B) 452,125,000/ (ZE—H
F 2 ER X 44 555,000
J0) - H A F R e 49819,000 %

T (ZZ—FR4F : 246,000/87T)
AEMEERAERTHEEES -
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19.

TRADE RECEIVABLES 19. HEHEK®IE
2016 2015
—E—RE —E—hHF
HK$’000 HK$’000
FET FET
Trade receivables B SN FIE 2,840 —

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

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

BoRKRBETERAEETEL -
ARBIZEEHNZREERESR
FPERRBEMIERMEIL - {5
EHANT30E60H -

B RUFIENRERRIZHR
B SR BRI DATIA T

2016 2015

—E—XRE —T—RF

HK$°000 HK$’000

FET FH&TT

0 — 30 days 0ZE30H 344 —
31 — 60 days 31E60H 2,496 —
2,840 —

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 years. 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.

ARRRBREZEERR - N
AGEBHEFPZEEER - &
PERBKIER » ABZFES
& UK IR 2 AE AT AR 8 15 B L B Ok
ERIE - MIEFE L ERERE
1o Ll B 5 e YR IR 8 A B
FRE - REBEHHEEE B
EERCE R ER 2GR
o RERZBEDAIWE - &
S B Bl B AR A T
i o
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20.

21.

PREPAYMENTS AND OTHER RECEIVABLES 20. FFAFRARHEMEWRRIE
2016 2015
—E-RF —ET-N1F
HK$’000 HK$’000
FET FETT
Other receivables H b R YRR 276 104
Other debtors, deposits and HAEUERTE - 12 e RIENRUR
prepayments 1,293 1,185
1,569 1,289
BANK BALANCES AND CASH 21. HBOTRKRRBE
2016 2015
—E-RF —T-0F
HK$’000 HK$’000
FET FA&TT
Bank balances and cash RITEHBR LA 20,658 63,078
Time deposits TEHFR 4,446 24,685
25,104 87,763
Bank balances and cash denominated in: JA N3l & HERRTT4E
MBS
Renminbi (“RMB") AR (TARY ) 15,480 26,419
HK$ BT 4,345 59,153
United States dollars (“US$”) Fo([Z%ET)) 3,321 2,191
Indonesia shield (“IDR”) ENfefE (TENFEJE L) 1,958 —
25,104 87,763

Cash at banks earns interest at floating rates based on daily bank
deposit rates ranging from 0.01% to 0.3% (2015: 0.01% to 0.3%).
Short term time deposits are made for varying periods of between
one day and three months depending on the immediate cash
requirements of the Group, and earn interest at the respective
short term time deposit rates at 1.1% (2015: ranging from 0.02%
to 1.1%). The bank balances and time deposits are deposited with
creditworthy banks with no recent history of default.

RITR e BBEEFRBITERFE
LB A RBEEUA B - FIEN
F0.01%E03%( T —HF:
0.01% £0.3%) ° EHIF BfF e
GHRESE NTFT—XE=Z@A
g BIEAREEFRSEK
i xE B RIZ & (852 28 7E &P
FHRAERE - FEE11% (=
T—RF 0.02% E1.1%)  $R1T
wEer N F BRTE FR 0 TE AT HE AT
R EEERHE B R 4T IRTT o
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22.

23.

24,

TRADE PAYABLES 22, ®HEMGRERA
The following is an aged analysis of trade payables presented RMEHAR - BEEEAHEE
based on invoice date at the end of the reporting period: SN RIBERRROTT -
2016 2015
—E—RE —E—hHE
HK$’000 HK$’'000
FET FETT
Trade creditors analysed by age: LABREAD T 2 FE B BRE
0 to 60 days 0Z60H 7,040 9,490
61 to 90 days 61£290H 1,207 482
Over 90 days 90 HLA E 11,708 2,214
19,955 12,186
Included in the Group’s trade payables are construction retention NEB LG EMNFTIBRIETIZME
payables of HK$4,490,000 (2015: nil). 1R 8 44,490,000 7T ( — =
—hEF |
OTHER PAYABLES AND ACCRUALS 03, HMMEMHEREHER
2016 2015
—E-RF —T—hF
HK$’000 HK$’000
FERT FAT
Other payables H M ER 508 1,183 145
Accruals EETER 3,600 3,398
4,783 3,543
AMOUNTS DUE TO RELATED PARTIES 24. BEFIERBARIEA

As at 31 December 2016, the balance represents amount due to
a close family member of a director, amounting to HK$6,474,000
(2015: nil) and amount due to a company which is controlled by a
close family member of a director, amounting to HK$68,000 (2015:
nil).

The amounts are unsecured, interest-free and repayable on
demand.

R_E—XRF+-_A=+—8"
ERIEEN —REEN—ROH
B 3RI186,474,0008 T (ZE—H
FoB)UAREMN—HBE—FE
EM—BAFREHO QR ZKE
68,000 T (ZE—F4E : &) o

ZEHBERBEM T AN
TRMEE -
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DERIVATIVE FINANCIAL INSTRUMENT 25. TE&mTIA

2016 2015

= —F-hF

HK$’000 HK$’000

TRT TAET

Cross currency swap RXEHEH R - 794
During the year ended 31 December 2015, the Group has entered BHE-_ZT—HE+=-_B=+—H
into a one-year cross currency swap contract to manage its IFFE - KEBEFIV—EH—FH
exchange rate exposure related to a RMB denominated interest- TN EBBIRAEL  AEIRHE
bearing bank borrowing. The cross currency swap contract is AR EREERITEZTAH
not designated for hedge purposes and is measured at fair value HEXRRA - TN EM T AL
through profit or loss. Changes in the fair value of the non-hedging WIEETIEL R ES - hiEBE
currency derivative amounting to HK$1,231,000 (note 7) were FIEAREEE o Y PEELT
credited to profit or loss during the year (2015: HK$794,000 were £ T EBARIE,231,000 T8
charged to profit or loss as included in “Administrative expenses”). (M7 ERERNEGTAEZR (=
During the year ended 31 December 2016, the cross currency T—F4F 794,000 BB
swap contract expired. B HATTHEEY]) BHE-Z

—RETZA=+—BLFE"
RXXEBEHRAHCER

BANK BORROWINGS 26. SRIT{EE
2016 2015
—E—RF —E-RHE
HK$’000 HK$'000
FET FAT
On demand or within one year BRERKH—FNRN 32,426 32,864
In the second year F_4F - 2,336
In the third to fifth year inclusive FoFEFRF (BEEEMT) - —
32,426 35,200

Less: Amount due within one year B —FREIERI S ERED

shown under current liabilities BfEZ I (32,426) (32,864)
Amount due after one year —F 1R B EARE - 2,336
Current-secured BNHR — HE A 2,176 3,034
Current-unsecured BNHER — K 30,250 29,830
32,426 32,864
Non-current-secured JEBNHR — BT - 2,336
32,426 35,200
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26. BANK BORROWINGS (Cont’d) 26. SRITER(E)
The bank borrowings comprise of: IRITIENELE -
Effective Garming amount
interest
rate 2016 2015
BRRFIZE —E—RE “E—hHF
HK$’000 HK$’000
FH&T BT
Fixed rate borrowings: EIE R EEK
Secured RMB bank borrowing* BEBARKE
RITIER 6.77% 2,176 3,034
Unsecured RMB bank borrowing** I AR
RITIER 4.50% - 29,830
Floating-rate borrowing: SFENFIRMETR
Unsecured HKD bank borrowing EEAAET
RITIEK 3.30% 30,250 —
Total bank borrowings IR1TEREEE 32,426 32,864
* The bank borrowing was secured by certain of the Group’s land use * PRITEFARAN A EEB S /KERIE

rights and properties in the wastewater treatment business. The related
receivables under service concession arrangement amounted to
HK$92,733,000 as at 31 December 2016 (2015: HK$102,981,000).

* A cross currency interest rate swap agreement was entered into by
the Group to swap fixed interest rate on the borrowing from 4.5% to
2.6% and to swap the borrowing amount denominated in RMB to
denominated in HK$. Please see note 25 for details.

ok

EBELENE T HHERERD
¥R - RZZE—XF+=A
=+—8  BREFIELHETH
18 [ FE U 5% TH 592,733,000 7%
7o(ZF — A F : 102,981,000
BIT) °

AEEZET—MRIXEENEE
it - HE R EE R =R
45% 1 52.6%  AKRAEAA
RETENERSERRAE
ToRTE o FEBRMIEE25 -
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27.

DEFERRED TAX LIABILITIES

The components of deferred tax assets and liabilities with the
net balance recognised in the consolidated statement of financial

27. EBEREAAR

ELERIBEE KRB BEOAKED
(B F RN B PR R T

position and the movements during the year are as follows: R)RFRNOFEAT -
Temporary
difference
related
to service
concession
Provision arrangements
formajor  EMRIHET  Withholding
overhauls EZHEHEMN taxes Total
EXRERE  ORMEH AN @t
HK$'000 HK$'000 HK$'000 HK$'000
FET TET FET FET
At 1 January 2015 W-E-nF—A—H 1,319 (27,551) (10,785) (37,017)
Credited (charged) to profit or loss FAIE) ERER
during the year 362 (7,692) 6,140 (1,190)
Exchange realignment 3] (71) 1,485 279 1,693
At 31 December 2015 RZE-RF+-A=1—H 1,610 (33,758) (4,366) (36,514)
Credited (charged) to profit or loss FAGIE) ERER
during the year 506 (5,108) (349) (4,951)
Transfer to liabities associated with ~ EEZENEARERE
assets classified as held for sale BEMBENEE (314) 6,429 1,220 7,335
Exchange realignment fE 5 &5 (149) 2,702 326 2,879
At 31 December 2016 RZE—"E+ZA=+—H 1,653 (29,735) (3,169) (31,251)

At 31 December 2016, the Group had unused tax losses of
HK$1,924,000 (2015: nil) available for offset against future taxable
profits. No deferred tax asset has been recognised on the tax
losses, as in the opinion of the directors of the Company, the future
profit streams of these subsidiaries are uncertain. The tax losses

could be carried forward for a maximum of five years.

RZE—RNRFE+=A=+—
H A&EBEARAHAREEIE
1,924,000 8L (ZE—RHF : £)
A AAEIRSE R R FERR Bl A1) A
RARREERE  ZEWEBR
A B R s F ZRR W - BUR
ABEBERRECHEEE -
MEEBRRZEERF -
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27. DEFERRED TAX LIABILITIES (Cont’d)

At 31 December 2016, the Group has deductible temporary
differences of HK$12,296,000 in respect of fair value adjustment on
a business combination (2015: nil). No deferred tax asset has been
recognised in relation to such deductible temporary differences as it
is not probable that taxable profit will be available against which the

deductible temporary differences can be utilised.

For presentation purposes, certain deferred tax assets and liabilities
have been offset in the consolidated statements of financial position

and reported as follows:

27.

BIERARALR ()

RZE—RE+=A=+—
H AEBHREBEEHOAIA
EFRB2AHNBEREEZER
12,296,000 ;L ( —Z T — A F
#8) o FAPAE £ FERF @AM A] A
VAK S AT N0 & B 1 2 88 2 AT BB
MARRK - MW ERZETNHE
R ERARERIEERIBEE -

REVIBEH ETELEHAEEE
REBBEERG A MR REH
WHHRELAT -

2016 2015

—E—RE —E—FhF

HK$°000 HK$’000

THxT FHEIT

Net deferred tax liabilities RIEFIA B (& F5E 31,251 36,514

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign investors
from the foreign investment enterprises established in PRC. The
requirement is effective from 1 January 2008 and applies to
earnings after 31 December 2007. A lower withholding tax rate of
5% may be applied if there is a tax treaty between PRC and the
jurisdiction of the foreign investors. The Group is therefore liable for
withholding taxes on dividends distributed by those subsidiaries
established in PRC in respect of earnings generated from 1 January

2008.

Deferred taxation has not been provided for in the consolidated
financial statements in respect of temporary differences attributable
to accumulated profits of the PRC subsidiaries amounting
to approximately HK$111,812,000 (31 December 2015:
HK$101,157,000) as the Group is able to control the timing of the
reversal of the temporary differences and it is probable that the

temporary differences will not reverse in the foreseeable future.

RIEPBECERGSTOE EPE
RN ELERINEREEE
& ) B BB AR 10% Y TR0 ©
ZREB-_TTN\F-A—HE
AR BRAR_ZEELFE+ A
=+t —RZERESHNAEN - P
B EZEINEIREE P R
B AR A IRA - AR
TR 5% BURTAMBL - AUtk - N&%
EARZEN P BRI EA
AR N\F-A—BEMRE
VNI 3 IR R B AR TR

IREMBHRRIYREFBNFE
B AE Rea TR EE5E
#)111,812,000 8 T(ZE—RHF
+=ZA=+—H8 :101,157,000;8
To) ERIRER B A - REEX
EEBEE TSI RO TR EEERN
B BEREE=EagErer
AJE BRZR#EEE] o
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28.

PROVISION FOR MAJOR OVERHAULS 28.

Pursuant to the service concession agreements entered into by

EXR S5

IRIB AN 5= B P 5T 32 0 AR 75 5 5T
W AEBARESNER

the Group, the Group has contractual obligations to maintain the
Facilities it operates to a specified level of serviceability and/or to
restore the Facilities to a specified condition before they are handed
over to the grantors at the end of the service concession periods.
These contractual obligations to maintain or restore the Facilities,
except for any upgrade element, are recognised and measured in
accordance with HKAS 37 “Provisions, Contingent Liabilities and
Contingent Assets”, i.e., at the best estimate of the expenditure
that would be required to settle the present obligation at the end of
the reporting period. The future expenditure on these maintenance
and restoration costs is collectively referred to as “major overhauls”.
The estimation basis is reviewed on an ongoing basis, and revised
where appropriate.

The movements in the provision for major overhauls of the Facilities

URBEEGENZERME - R
HE/&—EamERBKTE R
R RBAF B RE - EH5%
FRBEBTRTARN  $HE
EEREMRR - REXREEZLE
R A K EE BRI RER DM
BEBGEREI7TH#E -
KARBENMIREE] TAER
Rit& #BE2 HBEHKRE
TREREMBRAXHNREMGS
THIR - BEZFRENEE
ERANARKRAXGHESEXNR
& - fAETEEFEER T W E

HEHEET -

FR- ZEREOERNRERE

during the year are as follows: ZEIT
2016 2015
—E-RF —T-0F
HK$’000 HK$’000
FERT FHAT

At 1 January m—H—H 6,440 5,275
Addition NE 1,616 1,122
Increase in discounted amounts arising 8 PR [ 44 i 22 A2

from the passage of time (note 8) HIBAIR S FEIE AN (FHEE 8 ) 409 327
Transfer to liabilities associated with EREHESEARBIELE

assets classified as held for sale BEMBNEE (1,258) —
Exchange realignment b 3 &%) (596) (284)
As 31 December W+Z—A=+—H 6,611 6,440
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29.

ASSETS CLASSIFIED AS HELD FOR SALE/
LIABILITIES ASSOCIATED WITH ASSETS
CLASSIFIED AS HELD FOR SALE

The Group entered into an agreement with an independent third
party (the “Purchaser”) on 21 September 2016 and a supplemental
agreement subsequently on 28 February 2017 (as disclosed in
note 17) (the “Agreements”) for the disposal of the entire equity
interest in Rugao Honghao (the “Disposal”) which was included
in the segment of “PRC”. The consideration of the Disposal is
RMB55,000,000 (approximately HK$61,133,000). The Agreements
also stipulated that the Purchaser will be responsible for all
operating costs and capital expenditure on an as-incurred basis (the
“Additional Payment Arrangements”) with effect from 15 November
2016 (as revised under the supplement agreements) and until the
date of completion of the Disposal.

A dividend is expected to be distributed by Rugao Honghao to
Greatcorp International Limited (“Greatcorp”), an indirect wholly-
owned subsidiary of the Company, prior to the completion of the
Disposal (the “Expected Dividend”). The Disposal is expected to
be completed within twelve months from the end of the current
reporting period. Upon completion of the Disposal, it is estimated
that the proceeds of the Disposal would approximate the carrying
amount of the net assets after the distribution of the Expected
Dividend. No impairment loss has been recognised on the assets
which were classified as assets held for sale during the year.

29.

SEHSHEHERE RS
HARrHESERRMNA
=

AEBR-_ZE—XNFNLA=-1+—
BE—Z2BYE=ZHUTEH]
R —hE R2BERZF
—tF A+ N B
WE(MME1I7ERE) ([%E
BEl) LENREEN2 AR
B(THEEE] GTATHER] o
) HEFHENREAARK
55,000,000 ( #761,133,000%8
TL) c ZEWBMATE - BAE
EE-_ZT—XREFt+—A+HB (K
HRBRER]) 2K HESEB
HEANEHEERARE AR
X ([FBIMS R BE]) »

EEROEFHZA  BHER
RERRARARRZEEZENBR
AREBEERAR AR (R ]Ik
HRE([FEHKRE)) - HEFE
EHEEAREMERET @
AAZER - REXELEFHRR
st EEEMAFRIBER O /IR
LB ERNEEFERE
B RERFXWARRDBERFFEL
EEENEEERRERSE
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29.

30.

ASSETS CLASSIFIED AS HELD FOR SALE/ 29.

LIABILITIES ASSOCIATED WITH ASSETS
CLASSIFIED AS HELD FOR SALE (Cont’d)

The major classes of assets and liabilities of Rugao Honghao

classified as held for sale are as follows:

SEAGHEHERE WY
FOaRfrHESERARNA
fR(#)

MREESEARIELEEER
AEHESEAIMT -

HK$’000
FAT
Property, plant and equipment M - BB NEE 418
Receivables under service concession agreements AR F43 574 22 BE T B9 FE I k0B 70,947
Inventories "E 62
Prepayments and other receivables TR I8 I E At FE WRIR 3,268
Bank balances and cash WRITHEB AR S 3,981
Total assets classified as held for sale NERAHEEEERTE 78,676
Trade payable B S MR 1,255
Provision for major overhauls BAREEE 1,258
Deferred tax liabilities BLERIABE 7,335
Total liabilities associated with assets MY AFEHEEERB
classified as held for sale WaERRE 9,848
SHARE CAPITAL 30. B&F
2016 2015
—EB-RF —T-A1F
HK$’000 HK$'000
FERT FAET
Authorised: VERE ¢
3,800,000,000 ordinary shares of 3,800,000,000 &% &= h%
HK$0.0001 each H1E 0.0001 /& JTH) @A 380 380
Issued and fully paid: BEETRARE
1,111,000,000 (2015: 952,000,000) 1,111,000,000 i%
ordinary shares of HK$0.0001 each (ZZ—HF:
952,000,000 %) &A%
[ {E 0.0001 A& TH) I imAR 111 95

BRRRERBERDA T RFFR
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30. SHARE CAPITAL (Cont’d) 30. Be&(#F)
A summary of movements in the Company’s issued capital is as AR E BT AR & Bt a0
follows: ™
Number
Notes of shares Amount
BsE BREEE X}
HK$’'000
FH&T
At 1 January 2015 R-E—RE—A—A 800,000,000 80
Issue of shares pursuant to the top-up ~ 1RIEFLEEFELE &
placing and top-up subscription S EEIRE
RIRR D 21T (i) 160,000,000 16
Cancellation of share repurchased JESHEIRE R I D 31(c) (8,000,000) (1)
At 31 December 2015 and R-ZE—RF
1 January 2016 +—-A=+—~H
F=ZFE—XRF—H—H 952,000,000 95
Issue of shares pursuant to the R EEHT B AR
acquisition of subsidiaries KRR 10 BT (ii) 159,000,000 16
At 31 December 2016 R=ZZ—XRF
+=—HA=+-—H 1,111,000,000 111
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30.

31.

SHARE CAPITAL (Cont’d)

Notes:

i) On 5 May 2015, 160,000,000 new ordinary shares of HK$0.0001 each
were issued at a price of HK$0.98 per ordinary Share pursuant to the
top-up placing and top-up subscription agreements entered into by
the Company under the general mandate granted by the shareholders
of the Company (the “Top Up Placing”) for a total cash consideration,
before expenses, of HK$156,800,000. Further details are set out in the
announcements of the Company dated 22 April 2015 and 5 May 2015.

(ii) On 21 October 2016, 159,000,000 new ordinary shares of HK$0.0001
each were duly alloted and issued at a price of HK$0.5 per ordinary
share to Morgan Top Trading Company Limited, a nominee of Fusion
Joy Holdings Inc., and Carlton Asia Limited for the acquisition of
subsidiaries (note 39) pursuant to the share purchase agreement dated
16 June 2016. Further details are set out in the announcements of the
Company dated 16 June 2016 and 21 October 2016.

RESERVES

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statements of changes in equity.

(@) OTHER RESERVE

On 25 February 2014, Everbest Water Treatment Investment
(Haian) Limited and Wealthy Sea Holdings Limited
transferred all the shares they held in Everbest Water
Treatment Development Company Limited to a directly
wholly-owned subsidiary of the Company in consideration
of the Company allotting and issuing 374,999,375 and
224,999,625 ordinary shares to them, respectively (the
“Share Swap”).

30.

31.

B (#)

Wi

U

(i)

R-E—RERARA @ BEARN
AR T8 —RIFEIETA
REIFMEIN KBRS Rk
E% s RE W - 160,000,000
fi% & 1% T {8 0.0001 /8 T B 5 &
AREZREREAR098E T
MEBREIT([LBRFRE]) -
@fﬁ%ﬁfﬁ(?ﬁ‘;ﬂ\ﬁﬁaﬁﬁﬁﬁ%
156,800,000 % 7T © # — 515
ESWiVIN/N TEl,Hﬁz%_Z FAFM
A-+-BF-_Z—HFHAR
Elm/\:l: °

W_E— /\ﬁz'f'ﬁ + =N *E
}F—g /\ﬁz/\ﬂ'f'/\ElEl’JHX
17 & B 5% 165X 159,000,000
% & B% T {8 0.0001 7 7T B9 1 %
BREEEREBROSBITLY
B1E 2 S % & 31T F Morgan
Top Trading Company Limited
(Fusion Joy Holdings Inc. B34
A ) K Carlton Asia Limited JA 4&
MEHTE A B (M5E39) « #—2F
HEENAQRIBHA=ZS—X
FRATAARZZ—AFTA
iy = L= A

1]
REAFENBEFE  AEBHE
BEENEEH 2N GEE S
(a) Hftufkis
F:; WME-—/A-+%
CEBEKEIRE(OBR)

ﬁﬁﬁ@ﬁ?&iﬁﬂi%ﬁﬁﬁ
NEID R EB R ENEE
KGZERBRARRFE
RFETE R G FARE —ME
BEEZENBRR  EA
KR A miEED B &
N B 17374,999,375/% K&
224,999,625 % I 3 Az B 1K
B(RHEER]) -

BEBRRERARAITY —FT—
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31.

RESERVES (Cont’d)

(a)

(b)

(c)

OTHER RESERVE (Cont’d)

The other reserve comprises the shareholders’ loans
amounting to HK$82,304,000 capitalised on 25 February
2014 and the reserve arising from the Share Swap.

GENERAL RESERVE

The transfers from retained profits to the general reserve
were made in accordance with the relevant PRC rules and
regulations and the articles of association of the Company’s
subsidiaries established in PRC.

TREASURY RESERVE

During the year ended 31 December 2015, the Company
repurchased and cancelled 8,000,000 of its own
ordinary shares on the Stock Exchange for an aggregate
consideration of HK$4,921,000. Upon the cancellation
of the share repurchased, the issued share capital of the
Company was reduced by the par value of HK$1,000 and
the premium paid on the repurchase of these cancelled
shares of HK$4,920,000, including transaction costs, was
deducted from share premium of the Company.

31.

o (#45)
(a)  HAfhfEw(4#)

(b)

(c)

HEEeERN —Z—mnm
F-AZt+HBABRER
782,304,000 TR R E
F D B IR EE A O A ©

— i it

RAZ G B BAR B SOE R
VA Be 2% 22 B 17 H B A A2 H9
fEBARMEBEIZAA
R B 0 M 8L — AR R
o

EFiRG

REBEZ-_Z—RHF+_-A
=+t—HIEFE  ARQF
LA #8 1K {8 4,921,000/ 7T
[ 88 I &% 5 H B 2 AT Y
8,000,000 % B & L @A -
REHEEENRGDE &K
NAEWE TR AEE R
421,0007%8 7T - [ B8 %
EHEBRMDATX AN EE
4,920,000 T(BER 5
) B B4R BRI &
Bk -
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32. PARTIAL-OWNED SUBSIDIARY WITH MATERIAL 32. EEEXEREREEMIER
NON-CONTROLLING INTEREST BRELT
Details of the Group’s subsidiary that has a material non-controlling A ERFIERERD RSB M
interest are set out below: BARIMFEIHIINT ¢
Percentage of Profit for the year
Place of equity interest allocated to Accumulated
incorporation/ held by non- non-controlling balance of non-
Name of company  Form of entity  operation controlling interest by the Group controlling interest
FERER FREIRT
AL wAERE FRRER FEREREN
NRER BEp /EBS Batt M Rl Ritiit
2016 2015 2016 2015 2016 2015
ZE-NE | CE2-1F | ZE-~E | ZZ-1F | ZB-AE | ZT-1F
% % HK$'000 HK$'000 HK$'000 HK$'000
THT THL TR THAL
Haian Hengfa Incorporated Hong Kong 30 30 938 043 26,655 27,593
BREE Bai A A
Summarised financial information in respect of the Company’s NN A ER & AR JEIT IR S B M
subsidiary that has material non-controlling interests is set out BRAAHNTBEERBEEHNT
below. The summarised financial information below presented No ATHBERBMEZNE
amounts before intra-group eliminations. WA FE S THAT A &R o
HAIAN HENGFA BRI
2016 2015
—E—REF —E-RHE
HK$’000 HIK$'000
FTHET FHET
Current assets BB E 15,237 13,774
Non-current assets IERENEE 92,491 100,034
Current liabilities mEAE (5,876) (6,931)
Non-current liabilities FErRBEaE (13,002) (14,901)
Equity attributable to owners of RATEA AEGERE
the Company (70,767) (72,955)
Non-controlling interests of RIS
Haian Hengfa (18,083) (19,021)
BRARBRERAT —T—AFFEHR 17
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32. PARTIAL-OWNED SUBSIDIARY WITH MATERIAL 32. BEEXEEBRESMIER
NON-CONTROLLING INTEREST (Cont’d) HIHE AT (4)
HAIAN HENGFA (Cont’d) HRES ()
2016 2015
AL ZET-hF
HK$’000 HK$’'000
FET FAET
Revenue EEIWA 12,469 12,295
Profit attributable to owners of RARER AERRET
the Company 2,188 1,501
Profit attributable to non-controlling BB I IR S FE (R F
interests of Haian Hengfa 938 643
Profit for the year FARRN 3,126 2,144
Other comprehensive income RAEER AEG
attributable to owners of the Company ~ Efb & EUA (4,593) (2,997)
Other comprehensive income LA IR R R
attributable to non-controlling Hip2mEUEA
interests of Haian Hengfa (1,968) (1,285)
Other comprehensive income FREMEERA
for the year (6,561) (4,282)
Total comprehensive income ZIN/NSIE 2N Y
attributable to owners ZHEWABEE
of the Company (2,405) (1,496)
Total comprehensive income BRI R E R R
attributable to non-controlling FHEW AL
interests of Haian Hengfa (1,030) (642)
Total comprehensive income for the year & A2 EU A 4258 (3,435) (2,138)
Net cash flows from operating activities 4 & /EBE LML REFEE 12,536 5,319
Net cash flows from (used) in KREESEL(FA)
investing activities WIS MEFE 25 (59)
Net cash flows used in financing activities B & /& E)FE AR RS F58 (3,060) (3,609)
Net increase in bank balances and cash $R1T45 & 2 IR & 18 N/ F 58 9,501 1,651
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33.

34.

CAPITAL RISK MANAGEMENT 33. BEXEBER
The Group manages its capital to ensure that entities in the Group AEEERHEHEARANBRASE
will be able to continue as a going concern while maximising the BETERGEMEEIRFELE
return to stakeholders through the optimisation of the debts and EREKE RNERELEFR
equity balance. IR HE 2 SRR R R BN B i A o
The capital structure of the Group consists of debts, which includes REENEAREREREE B
the bank borrowings disclosed in notes 26 and equity attributable EM 26 BRI RITERRAR
to equity holders of the Company, comprising issued capital and AERFEARGER (B2EE %
reserves. TR K ) -
The directors of the Company review the capital structure on an ARG EESFRITERLERE -
annual basis. As part of this review, the directors consider the cost ERBIM—&n  EFEREE
of capital and the risks associated with each class of capital. Based ARAREZBBERE@ANR
on recommendations of the directors, the Group will balance its % BBEEENHBRE A%
overall capital structure through the payment of dividends, new B EARRMTRE - BITHRMG
share issues and share buy-backs as well as the issue of new debt REERG - A RBEITHES K
or the redemption of existing debt. BRREEBFHAREEARR
& o
The Group’s overall strategy remains unchanged from prior year. AEENBERKELZFRED
FINANCIAL INSTRUMENTS 34. SRMTA
(a) CATEGORIES OF FINANCIAL INSTRUMENTS @ &mMTEES
FINANCIAL ASSETS SmEE
2016 2015
—E-REF —E—hF
HK$’000 HK$’000
FExT FATT
Loans and receivables B EW R IE 347,672 478,084
Available-for-sale investments A ERE 23,383 127,921
371,055 606,005
FINANCIAL LIABILITIES THRIAE
2016 2015
—E—RF —F—hF
HK$°000 HK$'000
FExT FAT
Derivative financial instruments T4 &g T A - 794
Amortised cost HHRA 60,106 50,929
60,106 51,723
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34.

FINANCIAL INSTRUMENTS (Cont’d)

(b)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include receivables
under service concession arrangements, trade receivables,
other receivables, bank balances and cash, trade payables,
other payables and accruals, amounts due to related parties
and bank borrowings. The risks associated with these
financial instruments include market risk (currency risk,
interest rate risk and other price risk), credit risk and liquidity
risk. The policies on how to mitigate these risks are set
out below. The management manages and monitors these
exposures to ensure appropriate measures are implemented
on a timely and effective manner.

MARKET RISK
(i Interest rate risk

The Group is exposed to fair value rate risk in relation
of fixed-rate borrowings (see note 26 for details of
these borrowings).The management monitors interest
rate exposure and will consider hedging significant
interest rate exposure should the need arise.

34.

e T A (#E)
(b) SFEREERBERBER
AEETZSRTAER

RIS AL BT MBI
RIE - EHEWKIE - B
fit, & WK IE ~ SRITAEBR I
Re BH5EMNHE - H
KA N BT
J& 15F B gk 77 K OE R SR 1T (R
R BZEEM T AAH
mERR BEM SRR (%
R~ R R K E A (E
BER)  EERR KR
Exhk - TXHIEH
BAR L R BB ER - &
BEEEEMERLSTAR
AREIRBE M B AR E 1
HAEE

™5 R
() FFERE
AEE RS BT

BREENQAEN
KEg (F2HME
6THRELEREEN
5  BEEESE
M =R AT
FEREEYHHE
RARE
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34.

FINANCIAL INSTRUMENTS (Cont’d)

(b)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

MARKET RISK (Cont’d)
(i) Interest rate risk (Cont’d)

The Group is also exposed to cash flow interest rate
risk in relation to the variable rate bank borrowing (see
note 26 for details of these borrowings). The Group’s
cash flow interest rate risk is mainly concentrated on
HIBOR arising from the Group’s Hong Kong dollar
denominated borrowings. It is the Group’s policy to
keep its borrowing at floating rate of interests so as
to minimise the fair value interest rate risk.

The Group’s exposures to interest rates on financial
liabilities are detailed in the liquidity risk management
section of this note. The Group’s cash flow interest
rate risk is mainly concentrated on the fluctuation of
interest rate arising from the bank borrowings.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for bank
borrowings at the end of the reporting period.

34.

eMTR(#E)
eRE P EE B RRBR

(b)

(#)
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T EfE (F)
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U NN I 7 =
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34.

FINANCIAL INSTRUMENTS (Cont’d)

(b)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

MARKET RISK (Cont’d)

()

Interest rate risk (Cont’d)

Sensitivity analysis (Cont’d)

For variable rate borrowings, the analysis is prepared
assuming the amount of liability outstanding at the
end of the reporting period was outstanding for the
whole year. A 50 basis point increase or decrease
is used when reporting interest rate risk internally
to key management personnel and represents
management’s assessment of the reasonably
possible change in interest rates.

If interest rates had been 50 basis points higher/
lower and all other variables were held constant,
the Group’s post-tax profit for the year ended
31 December 2016 would decrease/increase by
approximately HK$126,000 (2015: nil). This is mainly
attributable to the Group’s exposure to interest rates
on its variable rate bank borrowings.

34.

eMIA(#E)
(b) SMEREEEBRME
()
AR (&)
() FIE@EE (A
HEEH T ()
BT BRI R &KW
T RANIBR
AR HI KRB

MBEEREF—E
RBEMRRE - @
NHBEREEAR
FE % M) = L ez B 3R
A 2R 38 0 8O
BOfEIER - K&KE
EEHMESIER
BEEEEHHIRHA

(EEAE s N
501E % 2f - ™ P
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34. FINANCIAL INSTRUMENTS (Cont’d)

(b)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

MARKET RISK (Cont’d)

(i)

Other price risk

The Group is exposed to equity and debt security
price risk through its investments in available-for-
sale investments. The management manages this
exposure by maintaining a portfolio of investments
with different risk profiles. The Group’s other price
risk is mainly concentrated on equity and debt
instruments operating in infrastructure industry sector
quoted in the Stock Exchange.

Other price sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to equity and debt price risks
at the reporting date.

If the prices of the respective equity and debt
instruments had been 5% higher/lower, investment
revaluation reserve would increase/decrease by
approximately HK$1,164,000 (2015: increase/
decrease by approximately HK$6,355,000) for the
Group as a a result of the change in fair value of
available-for-sale investments.

34. &MTH(HE)
eREREEEERBE

(b)

(#)

iRk ()

(i)

A ithE R

AEBEFBBERA
HEERENKRE
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7 ME B %R
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AR AEBEH
b ERREREEE
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VTHEBIAEEZ
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H A 1815 8 2R 77
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AR ME

For the year ended 31 December 2016 {2 —F—NF+_-A=1+—HIL F)Z

34.

FINANCIAL INSTRUMENTS (Cont’d)

(b)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

FOREIGN CURRENCY RISK

Foreign currency risk is the risk that the value of a financial
instrument will fluctuate because of changes in foreign
exchange rates. Individual companies in PRC and Indonesia
within the Group have limited foreign currency risk as most
of the transactions are denominated in the same currency
as the functional currency of the operations in which they
relate. However, as the principal subsidiaries mainly carried
out transactions in RMB and IDR, therefore any appreciation
or depreciation of HK$ against RMB and IDR will affect the
Group’s consolidated financial position and be reflected in
the exchange reserve.

As at 31 December 2016, individual companies in Hong
Kong within the Group have foreign currency exposure
because available-for-sale investments of approximately
HK$23,383,000 (2015: HK$127,921,000) were
denominated in US$ and a bank borrowing of nil (2015:
approximately HK$29,830,000) was denominated in RMB.
The Group considers that the currency exposures in related
to the US$ are insignificant as HK$ is pegged to the USS$. In
order to manage the foreign currency exposure of the RMB
denominated bank borrowing in Hong Kong, the Group has
entered into a cross currency swap contract to minimise
its impact in profit or loss for the year ended 31 December
2015. Therefore, these two balances are excluded from the
sensitivity analysis.
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34. FINANCIAL INSTRUMENTS (Cont’d)

(b)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

CREDIT RISK

As at 31 December 2016, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties
arises from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement
of financial position. The Group’s credit risk is primarily
attributable to its receivables under service concession
arrangements. The Group is exposed to concentration of
credit risk as the major customers of the Group are the
grantors in PRC. The directors of the Company consider
that these grantors are local government authorities in PRC
which are financially sound and accordingly no provision is
required.

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at end of
the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the directors consider that the Group’s credit risk is
significantly reduced.

The credit risk for bank deposits is limited because the
directors of the Company consider that the counterparties
are financially sound.
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34.

FINANCIAL INSTRUMENTS (Cont’d)

(b)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

LIQUIDITY RISK

The Group’s liquidity position and its compliance with
lending covenants is monitored closely by the management
of the Company, to ensure that the Group maintains
sufficient reserve of cash and adequate committed line of
funding from major financial institutions to meet its liquidity
requirement in the short and long term. The Group finances
its working capital requirements through a combination
of funds generated from operations and bank and other
borrowings.

Liquidity and interest risk tables

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The table
has been drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on which
the Group can be required to pay. The maturity dates for
other non-derivative financial liabilities are based on the
agreed repayment dates. The tables include both interest
and principal cash flows. To the extent that interest flows
are floating rate, the undiscounted amount is derived from
interest rate curves at the end of the reporting period.
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34. FINANCIAL INSTRUMENTS (Cont’d) 34. &MIA(HE)
(b) FINANCIAL RISK MANAGEMENT OBJECTIVES AND b)) eREREEEREARRBE
POLICIES (Cont’d) (#)
LIQUIDITY RISK (Cont’d) nEEERR (&)
Liquidity and interest risk tables (Cont’d) BB TR FIFRE R ()
Carrying
Repayable amount
Weighted ~ on demand or Total at
average 3 months undiscounted ~ 31.12.2016
effective orless 3-6 §-12 1-3 Over  cashflows H=Z-7F

interest rate ERER months months years dyears St 2R
TETH 335 3%6 6212 123 i) BiRE =t-f
EBiE AR i i E 3 g% HEEE

% HK$1000 HK$1000 HK$'000 HK$1000 HK$1000 HK$'000 HK$1000

% Tn Tén 7 T Tn T Tn

2016 ZE-5F
Trade payables BHRATE - 19,955 - - - - 19,955 19,955
Other payables RAERE - 1,183 - - - - 1,183 1,183
Bank borowings Hirfast 354 31,028 m 102 - - 32,498 32,42
Amounts due to rlated parfes /BT 7308 - 6,542 - - - - 6,542 6,542
58,703 m 102 - - 60,178 60,106
Caming
Repayable amount
Weighted  on demand or Tota a
average 3months undiscounted  31.12.201
effective 0rless 3-6 6-12 1-3 Over cashfows  1-F-1E
interest rate BREX months morths ears 3 years b T4
i 30! H3fER 3%6 6212 123 i Rehg =1-f
ERHE  AMAEE A il £ 3 g AR
% HK$ 000 HKS'000 HKS 000 HKS'000 HKS'000 HKS 000 HKS'000
% i TR T Tin Thn Tin Tin

2015 ZE-IF
Trade peyables EREAHE - 12,186 - - - - 12,186 12,186
Other payables EHEHE - 3543 - - - - 354 3543
Derivative fnancia instument 74 4B TE - 79 - - - - 79 794
Bank borrowings ichiie 418 30,661 80 1,660 2418 - 3,564 3200

47,184 830 1,660 2413

82,087 51,723
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34.

FINANCIAL INSTRUMENTS (Cont’d)

(b)

(c)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

LIQUIDITY RISK (Cont’d)
Liquidity and interest risk tables (Cont’d)

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities is subject to
change if changes in variable interest rates differ from those
estimates of interest rates determined at the end of the
reporting period.

FAIR VALUE

The fair values of available-for-sale investments are based
on quoted market prices.

The Group enters into a derivative financial instrument with
a financial institution with an investment grade credit rating.
The derivative financial instrument, which is a cross currency
swap, is measured using valuation techniques similar to
swap models, using present value calculations. The models
incorporate various market observable inputs including the
foreign exchange spot and forward rates and interest rate
curves. The carrying amount of the cross currency swap is
the same as its fair value.

34.
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34. FINANCIAL INSTRUMENTS (Cont’d)

(c)

FAIR VALUE (Cont’d)

The following tables illustrate the fair value measurement
hierarchy of the Group’s financial instruments:

ASSETS MEASURED AT FAIR VALUE

34. &MTH(HE)

(c)

DRE(HE)
TRINRAEB ST E
MRREFERR

BAREFENEE

Fair value measurement using

BUTAAENARE

Quoted
prices Significant Significant
inactive  observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3)
WiER IE IE
miEH AHER FAUBR
HE BARE BABE Total
(E—#) (F=8) (B=H) st
HK$’000 HK$’000 HK$'000 HK$°000
TR THT TR TR
As at 31 December 2016 RIE-—RE
+=ZA=+-H
Available-for-sale investments ~ A{tHERE
Listed debt securities IhERES 23,383 - - 23,383
As at 31 December 2015 R-B-1F
+=ZA=+-H
Available-for-sale investments ~ A{tHERE
Listed equity investments FiiERE 30,080 - - 30,080
Listed debt securities THERES 36,759 - - 36,759
Unlisted debt securities FLMEBES 61,082 - - 61,082
127,921 - — 127,921

The fair value of the Level 1 financial assets with standard
terms and conditions and traded on active liquid markets
are determined with reference to quoted market bid prices in
an active market.

BERGRRGET B
RS HTS L
BEENE-LESREEN
DMRE H2REERTS
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34. FINANCIAL INSTRUMENTS (Cont’d)
(c) FAIR VALUE (Cont’d)

LIABILITIES MEASURED AT FAIR VALUE

34. &FMTA (L)
() XDRME(#)
BAREIHENERE

Fair value measurement using

BUAT ARG ENARE

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3)
miEH AER FABE
HE BAYE BAHE Total
(&) (=) (F=H) a@st
HK$'000 HK$’000 HK$’000 HK$’000
TR TER TR TR
As at 31 December 2016 R-B-~E
+ZB=+-H
Derivative financial instrument THESRTA - - - -
As at 31 December 2015 R-E-1F
+=A=t+-A
Derivative financial instrument THEERMIA - 794 - 794

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 for both financial assets and
financial liabilities (2015: nil).

35. SHARE OPTION SCHEME

The Company’s share option scheme (“Share Option Scheme”),
was adopted pursuant to a resolution passed on 5 September
2014 for the primary purpose of providing incentives to directors
and eligible employees for their contribution or potential contribution
to our Group. Under the Scheme, the Board of Directors of the
Company may grant options to eligible employees, including
directors of the Company and its subsidiaries, to subscribe for
shares in the Company.

FR cHEERERE
BEE—REE_RAR
HEEYEERE LE
BAFBERE=H(=-F
—hF &)

35. REBxiERtE

ARARBRER _ZT—NFAAR
B3 8 B R R SRR R R
(TEBREETE ) T2 5 EAE
HASEFLERKATREIELE
BNEFEREERESR - RIEZX
HE ARREFEARAER
BEXLBELRE EPFeREAR
AIREMBARINES  URE
RRARD ©
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35.

SHARE OPTION SCHEME (Cont’d)

At 31 December 2016, the number of shares in respect of which
options had been granted and remained outstanding under the
Scheme was 500,000 (31 December 2015: nil), representing
0.045% (31 December 2015: nil) of the shares of the Company in
issue at that date. The total number of shares in respect of which
options may be granted under the Scheme is not permitted to
exceed 10% of the shares of the Company in issue at any point
in time, without prior approval from the Company’s shareholders.
The number of shares issued and to be issued in respect of which
options granted and may be granted to any individual in any one
year is not permitted to exceed 1% of the shares of the Company
in issue at any point in time, without prior approval from the
Company’s shareholders.

The limit on the total number of Company’s shares which may be
issued upon exercise of all outstanding options granted and yet to
be exercised under the Share Option Scheme and any other share
option schemes of our Company at any time shall not exceed 30%
of the Shares in issue from time to time (the “Maximum Limit”). The
maximum number of Shares in respect of which options under
the Share Option Scheme and any other share option schemes
of our Company may be granted is 10% of the Shares in issue
immediately upon completion of the share offer, being 80,000,000
Shares (the “Scheme Limit”), excluding for this purpose the number
of shares which would be issued on the exercise in full of the
options granted under the Share Option Scheme or any other
schemes of our Company but not cancelled, lapsed or exercised;
the number of Shares which have been allotted and issued
pursuant to the exercise of any options granted under the Share
Option Scheme or any other schemes of our Company; and the
number of cancelled Shares.

No options shall be granted under any schemes of our Company
(including the Share Option Scheme) if this will result in the
Maximum Limit being exceeded.

35.
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35.

SHARE OPTION SCHEME (Cont’d) 35. HEBRIERtEI(#F)
Any grant of options to a director, chief executive or substantial MARBES  Z=TBABK
shareholder of our Company or any of their respective associates FEBRRIFESENEMBHE
is required to be approved by our independent non-executive A EMERE - BEART
Directors (excluding any independent non-executive Director who BYFATES (TEERT AR
is the grantee of the options). If the Board determines to offer to IREAE AR E A BILIERITE
grant options to a substantial shareholder or an independent non- B)HE - WEFERBRAETER
executive Director or any of their respective associates which will REABUIERTESHEMNESF
result in the number of shares issued and to be issued in excess ZEEMBBARLERE M8
of 0.1% of the issued shares or with an aggregate value (based BEM+ZEABREREETR
on the closing price of the shares at the date of grant) in excess of BT ETROBABSEBITROD
HK$5,000,000 within any 12-month period is subject to approval 0.1% sk #2 3@ 5,000,000 7% 7T (& (&
by shareholders of the Company in general meeting. #EE (ARBER L B BRH W HE
FTE) - BIZAZARNEIRERARE
NE_ERRUE
The subscription price for the Company’s shares on the exercise of RABITHEERE SR LR
options under Share Option Scheme shall be at least the highest REZROREETSFERTY
of: (a) the closing price of the shares as stated in Stock Exchange’s ZEPZERE  @QBRHRIFH
daily quotations sheet on the date of grant, which must be a BB (WEREXA) BT
business day; (b) the average closing price of the shares as stated ASRERABFBTERD )R
in the Stock Exchange’s daily quotations sheet for the 5 business ZERT A A% B EH
days immediately preceding the date of grant; and (c) the nominal RFTE B MERAWTFIRTE
value of the share. X (c) RIHEE ©
During the year ended 31 December 2016, movements of the REBEEZZT—R"F+A=+—
Company’s share options held by senior management were as HIFFEBE AefhERER
follows: BARNRIEBRE L ZFEMT -
Number of share options
BREHA
Exercisable
share
options at
Outstanding at Granted Outstanding the end
the beginning during atthe end of the year
of the year the year of the year RER
RET REEE RER qfrfEz
MR BRI MAR{TE B E
For the year ended 31 December 2016 ~ REZ-E-A~f
TZRA=1-HLERE
Year of grant of options RitBRETE
2016 —T% - 500,000 500,000 -
Weighted average exercise price (HKS) IETET6E (B7) -~ 0.52 0.52 -
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35.

SHARE OPTION SCHEME (Cont’d)

During the year ended 31 December 2016, the estimated fair value
of the options granted on 14 April 2016 is HK$0.25 (2015: nil).

The exercise price of the options of HK$0.52 was equal to the
market price of the shares on the date of grant. Options granted
must be taken up within 30 days of the date of grant — 14 April
2016, upon payment of HK$1.00 per option. Each of the grantees
to whom an option has been granted under the Scheme shall be
entitled to exercise their options up to 33%, 66% and 100% of the
shares that are subject to the option so granted to them at any
time during the period commencing from the first, second and third
anniversaries of the date. The options will vest over a period of
three years from the date of grant and the chief financial officer will
still be employed on the date of vesting and exercise. The validity
period of the options is ten years from the date of grant and the
options shall lapse at the expiry of the validity period. The fair value
at grant date is estimated using a binomial pricing model, taking
into account the terms and conditions upon which the options were
granted. The contractual life of each option granted is ten years.
There is no cash settlement of the options.

The fair value was calculated using the Binomial model. The inputs
into the model were as follows:

Weighted average share price 0.52
Exercise price 0.52
Expected dividend yield (%) 1.35
Expected volatility (%) 47.69
Risk-free interest rate (%) 1.33
Expected life of share options (years) 10

Expected volatility was determined by using the historical volatility
of the comparable companies’ share prices over the previous 7-10
years. The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects of non-
transferability, exercise restrictions and behavioural considerations.

35.
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35.

36.

37.

SHARE OPTION SCHEME (Cont’d) 35. HEBxigstEl ()
During the year ended 31 December 2016, the Group has REBEEZZT—AR"F+_A=+—
recognised approximately HK$54,000 of share-based payment HIEFE AEBERREENA
expense in profit or loss (2015: nil). LARR 15 & B 7 A 305 2 49 54,000
BL(ZE—hF &)
OPERATING LEASE COMMITMENTS 36. EBEHERE
THE GROUP AS LESSEE EREEBEBA
As at the end of the reporting period, the Group had a total future RMEBR - NREERET T
minimum lease payment under a non-cancellable operating lease L EHE - R T HER
falling due as follows: FRFEEEFIBRZENT
2016 2015
—E—RF —E—hHF
HK$’000 HK$’'000
FET FAT
Within one year —FNR - 184
Operating lease payments represent rental payable by the Group RETHENRIENERRES T
for certain of its office premises. The lease for these office premises WAEYERN 2B - HEZ
is negotiated for a term of two years. ERNEVEZTHREME -
RETIREMENT BENEFITS SCHEMES 37. BRHIEFIETE

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

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

AEEEREHIMEATES
PIREERSERBEENE
BHEFBRY —HTERRKRE
a8l - HFIREEELRFH M
X—BDLFAE TRRIERE
FAERARERTEXNTAER
@R BT EERN
EEEESHABLERESH
B ARBERBESFEFELD
REHEFEHEBENES -

AEERTEEXBEHNREREBZMN
HEMTRAFERODRERS
At REREMEERARKE
BENABR HRDBELAKE
R REARSEFFEINRANIRS
HEEBHFEHX—BNLIFH -
WK BB - BEW
HRREAEH ARSI 2 8RS
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38. 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 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
which supersedes the Sublease agreement. The Group
was charged for the shared administrative services, which
includes the rent to Dragonfield for the area of the Office
Premises used by the Group, on a cost basis.

The total amounts of rental and shared administrative service
expenses charged to profit or loss during the year ended 31
December 2016 was HK$3,676,000 (2015: HK$1,938,000)

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

38. RABARSH

(@)

AEEMEREEBRA
A([3EH]) (AARR—%
EFOBRERNRAE) D
AN EBEBRK 205 E
BAELOIEI3ENRE A
MENHIAZWE]) BIE
WRE NZFE—MFH
RRER  A&EHEEBE]
VERYESERE - U
SEFERARGRARAE

¥ UTEREH B=F
—MmFENAZt++B®ERE
—E-R"FNAZ+RH
IF - FH4€/5276,000% T
(ToMipE]) -

RZE—RAF+_A+—
H AEEEREZFITH
PR 75 B2 BE H 5] 3 17 B AR 75
HEWE - AR DB
FoUWEBPLESR BZF
—hFtA—HBHRE-Z
—NEXNA=1+H1E- 48
BAEZITHRRG IR AR
HRASEEKE HFE
FHEEREASERA
EMERR °

HEzE-_ZT—XF+=-A
=+ —BLFEFABR
MEE R EXZITBRGF
S 48 % /3,676,000 7T
(ZZ — H 4 1,938,000

¥R 4 B R I 42 JE 1~ B2 @
ZERIE o

BRRRERBERDA T RFFR
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38.

RELATED PARTY TRANSACTIONS (Cont’d)

(b)

During the year ended 31 December 2016, the Group
acquired 20% attributable interest in Weal Union Limited
(“Weal Union”) and its subsidiary, PT Rimba Palma Sejahtera
Lestari (“RPSL”) from Carlton Asia Limited (“Carlton Asia”), a
company controlled by close family members of a director of
the Company (note 39).

During the year ended 31 December 2016, HK$677,000
(2015: nil) service fee was paid to a related company, which
is controlled by close family members of a director of the
Company, to operate, monitor and maintain the two power
plants of the Group.

During the year ended 31 December 2016, the Group
disposed of an available-for-sale investment with fair value of
approximately HK$22,000,000 to a close family member of
a director of the Company as repayment of the shareholder’s
loans which were made to the Group during the year ended
31 December 2016.

38. BBAES ()

(b)

REBEE—_F—X "F+=A
=+—HIEFE K&
B Carlton Asia Limited
([Carlton Asial) ( — [ &
NE—REBABRESZ
naE)WERBEEERA
A([BE]) REMB A A
PT Rimba Palma Sejahtera
Lestari ([RPSL]J) #120% &
iEHEe= (152 39) °

REBZ-_Z—XRF+_-A8
= t+—HIEFE BEXH
677,000 (= —RF :
mIRBERATFTARR—
HRERMBIEH BB A
Al ABIE EBRGE
RE B EER o

REE-_ZT—-—X N+ =
A=+—HBIEEE" K
SELE—BHBAAEBEYD
22,000,0005% 7T 2 ] f# H
EREFARR—RES
ZIE EREEREZR
—E-RE+ZA=+—
it FEHMEAEEE
HERERE K ©
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38.

39.

RELATED PARTY TRANSACTIONS (Cont’d) 38. BRAMA XS ()

()  Compensation of key management personnel e FEEEEAESNWHH
The remuneration of directors and other members of key RENEEFRFEER
management during the year was as follows: HABBFBAT -

2016 2015

= i L

HK$’000 HK$’000

FHERT THETT

Short-term employee benefits EHEEEF 4,209 2,826

Post-employment benefits BEER 12 12 150 89

4,359 2,915
The remuneration of directors and key executives is EENTETHRAEBZH
determined by the remuneration committee having regard ML B @KEEE
to the performance of individuals and market trends. Further AEXEBEEMEBEIEES
details of compensation of directors’ emoluments are FeE=ZHMWMerE—Ff

included in note 8 to the financial statements. SN IS EFRERMIZES ©
ACQUISITIONS OF SUBSIDIARIES 39. WEEPIEBATE

On 21 October 2016 (“the Acquisition Date”), the Group acquired
80% attributable interest in Weal Union from an independent
third party, Fusion Joy Holdings Inc. (“Fusion Joy”) at a cash
consideration of USD7,967,800 (approximately HK$62,149,000)
and issuance of 143,300,000 ordinary shares of the Company,
based on the quoted price of the shares on the Acquisition Date,
amounting to HK$71,650,000; and the remaining 20% attributable
interest in Weal Union from Carlton Asia at a cash consideration
of USD3,290,200 (approximately HK$25,663,000) and issuance
of 15,700,000 ordinary shares of the Company, based on the
quoted price of the shares on the Acquisition Date, amounting
to HK$7,850,000. Immediately after the acquisition, Weal
Union becomes the wholly owned subsidiary of the Group. The
acquisitions are accounted for using the purchase method.

Weal Union is a limited liability company incorporated in Hong Kong
while RPSL is a company incorporated under the laws of Indonesia
and is 95% held by Weal Union (“Weal Union Group”).

R—ZE—-—RF+A=-+—H
(BB AEER—F
¥ L 28 = 75 Fusion Joy Holdings
Inc.([Fusion Joy |) Y% BE 7> 8
HB80%EMLER BWeKREA
7,967,800% L (4962,149,000
Bor) o W AU B HA A IR 1D 1R
B3£7771,650,0008 T2 A& =~
A 143,300,000/ L @AL: WA
Carlton Asiali i 1A B & FIERH) 20%
fEfhiEm - e RE R 3,290,200
FE 7t (#925,663,0007% 7T ) I LA U
8 B 2 e A% (0 ¥R (B 8597 7,850,000
7 7T 2 AN A 515,700,000 B E i
i% - BEZWEEE - BEXAR
EE2EMBRAR - ZKEFHE
FRREBENEAR -

BER—AREBBEMALNE
[RAR - i RPSLA—EIRIRENE
EREMARZE AR BB BE R
BHO5% <= ([TBEEE]) -
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39. ACQUISITIONS OF SUBSIDIARIES (Cont’d) 39.

Weal Union is an investment holding company while RPSL operates
a palm kernel oil mill to render palm kernel oil for sale and an
ancillary power plant to supply of excess electricity to Perusahaan
Listrik Negara, an Indonesia’s stated owned power company.

Fair value of assets acquired and liabilities assumed at the
Acquisition Date:

Wr RS Bt BB 22 B (#F)

Jux??%—F'EHi;ﬁT aa - m
RPSLAR & — [ e 8 i i DA
S & BB E M A MPerusahaan
Listrik Negara(—fEEI[EEI B &
NA)HEBFIERE -

RULEE B HIPT IR B & & M A4
BENAAE:

HK$’'000
FAT
Property, plant and equipment (note) S E JF%&‘J;E%& S (P ) 145,753
Trade receivables Z 5 WK 5,440
Inventories FE 801
Prepayments B EIE 876
Bank balances and cash RITEB LIRS 2,730
Amount due to immediate holding company FEN EEIERARIFIE (58,196)
Amounts due to related parties JE 1<t B (6,542)
Trade payables %%JE (NE-N (6,207)
Accruals and other payables fEErE R &ﬁf@g ~5RIE (1,887)
Tax payables JEHTRIE (84)
Total identifiable net assets acquired BB AT R B B E AR 82,684

Note: The fair value of property, plant and equipment acquired in business
combination is based on valuations performed by an independent
qualified professional valuer with reference to market value or
depreciated replacement cost of the property, plant and equipment.

The trade receivables acquired with fair value of HK$5,440,000
had gross contractual amounts of HK$5,440,000 at the date of
acquisition. The best estimate at acquisition date of the contractual
cash flows not expected to be collected amounted to nil.

izt - EBapthmEBYE  BER
RENAABER—ZEILA
REZEMEMSEYE  BER
RENTISEENITEZTERAR
EITE

RKEBAHEKRERIAES
5,440,00078 7T 2 & 5 FE WG IE
BHEAEL4EES,440,00087T ©
WEBBPEaOHREEREZREMR
SRR KB EREAT -

Goodwill arising from the acquisitions: WHEEA 2 8
HK$’'000
FAT
Cash consideration paid ENRENRE 87,812
Fair value of consideration shares issued EETREROARE 79,500
Total consideration RIER 167,312
Add: Non-controlling interests (i.e. 5% of RPSL) 10 : ## JM%E" (BDRPSL 2z 5% #3%5) 1,071
Less: Fair value of the net assets acquired B BB EEFECANE (82,684)
Goodwill [EES 85,699
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39.

ACQUISITIONS OF SUBSIDIARIES (Cont’d)

As part of the consideration for the acquisition of Weal Union
Group, 159,000,000 ordinary share of the Company with par
value of HK$0.0001 each were issued. The fair value of the
ordinary shares of the Company, determined using the published
price available at the date of the acquisition, amounted to
HK$79,500,000.

Net cash outflow on acquisitions:

39. RMBLT(#)

ERWIEBE £ B 2 HBHRIE -
N2 R)E 175 E 4 0.0001
#7027 159,000,000 AL E3@AL o A
RElEBRAABEFEARYER
e RERAZEAMMERET -
4 %8/579,500,0008 7T ©
WEEEA 2B SR F5
Total
st
HK$’000
FH&T

EfNRERE

Cash consideration paid
Less: bank balances and cash acquired

B DWRBRITESRLES

(87,812)
2,730

(85,082)

The non-controlling interests recognised at the acquisition date was
measured by the present ownership instruments’ proportionate
share in the recognised amounts of the acquiree’s identifiable net
assets.

Goodwill arose in the acquisition included amounts in relation to the
benefit of expected revenue growth and future market development
of RPSL. These benefits are not recognised separately from
goodwill because they do not meet the recognition criteria for
identifiable intangible assets.

None of the goodwill arising on this acquisition is expected to be
deductible for tax purposes.

Included in the loss for the year is HK$2,555,000 attributable to the
business generated by Weal Union Group. Revenue for the year
includes HK$4,028,000 generated from Weal Union Group.

Had the acquisition been completed on 1 January 2016, total
group revenue for the year would have been HK$124,718,000, and
profit for the year would have been HK$15,481,000. The pro forma
information is for illustrative purposes only and is not necessarily
an indication of revenue and results of operations of the Group
that actually would have been achieved had the acquisition been
completed on 1 January 2016, nor is it intended to be a projection
of future results.

RUHE B BRERR 2 FFIE IR s 1R
Bz BAETRZLOIDER
WESABAEEFECHERS
BAtE -

BBERELZCAERREH
RPSL B HI A S8 &= Jo R 2R 35 3%
RETERONE - ARAERTE
A] R BT B E MV RERIRZE - B
% N2 I B B ) A RERR

B RFWBREL 2HEHT
AIHAR ©

F N E 8 2,555,000 78 7T 5T A JB &
EEEARDIRER - FAWEE
FE B T8 B 2 A #94,028,00078 7T °

BERUBEBEINR T NF—
A—B%K SEFRELER
AME5124,718,000 7T+ FE R
F| 515,481,000 7T ° # & & #
BHEHHEBZHA T—EXAERSE
WEER-_ZE—"F—A—A%
RZBERTAEEEREFKRA
NS & 2R 7 1A% - IR ER A
EBBBREEZTEA -
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40.

STATEMENT OF FINANCIAL POSITION OF THE 40. FLOTHMBIRAER
COMPANY
STATEMENT OF THE FINANCIAL POSITION OF THE ELFMBHIRAE
COMPANY
2016 2015
—E-XREF —ET—RF
HK$’000 HK$’000
FET T
Non-current assets ERBEE
Investments in subsidiaries AR NG SES s 281,094 113,781
Available-for-sale investments ARPERE 23,383 127,921
304,477 241,702
Current assets REEE
Prepayment AT RIE - 173
Other receivables H fib e W IR 166 —
Amounts due from subsidiaries FEUS B B A B FRIE 115,639 68,309
Bank balances and cash RITEHREIRE 3,836 34,030
119,641 102,512
Current liabilities REBEE
Accruals FEFTE A 1,485 1,885
Amount due to a subsidiary B —FEMTB AR FIA 12,600 —
14,085 1,885
Net current assets REBEEFE 105,556 100,627
Total assets less current liabilities ZA&EERGAHEE 410,033 342,329
Equity s
Issued capital B EITRRA 111 95
Reserves e 409,922 342,234
Total equity RS 410,033 342,329
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40. STATEMENT OF FINANCIAL POSITION OF THE 40. FLFTMMBRAE (&)
COMPANY (Cont’d)
MOVEMENT IN SHARE CAPITAL AND RESERVES OF THE F AT E B i 8
COMPANY
Share Investment
Issued option revaluation
capital Share reserve reserve  Treasury  Retained
E®T  premium BRE  REEF  reserve profit Total
REx  ROEE 1 fiF EFRE  RERA fan
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TiEx TAL TEL TEL TET T
At 1 January 2015 RZZE-1%-f—-H 80 183340 - - - 28346 211766
Profit for the year Gl - - - - - 4,182 4182
Fair value change on AHhERE
avallable-for-sale investment ~ EVALfEE - - - (555) - - (555)
Reclassffication adjustment for 5t ABZEV AT
gain on disposal of avallable- ~ HEREHE
for-sale investments included ~ WEAEH
in profit or loss PEHE - - - (246) - - (246)
Total comprehensive income ~~ FR2E
for the year WA - - - (801) - 4182 3,381
Issue of shares pursuant REAERARE
to the a top-up placing REEER
and top-up subscription RENRNET 16 156,784 - - - - 156,800
Placing expense RERS - (5,657) - - -~ - (5,657)
Share repurchase RinmEE - - - - 4,921) - (4,921)
Cancellation of share FHERERR
repurchased (1) (4,920) - - 4,921 - -
Interim dividend — 2015 hEke — —F-FF - - - - —(19040)  (19040)
15 146,207 - - - (19,040) 127,182
At 31 December 2015 RZE-1F
+ZA=1—H 95 329,547 - (801) - 13,488 342,329
Loss for the year FRER - - - - - (3,636) (3,636)
Fair value change on AR HERE
avallable-for-sale investment M)A EEE - - - 2,125 - - 2,125
Reclassification adjustment for & ABA7a
gain on disposal of avallable- ~ HEREHE
for-sale investments included WM EH
in profit or loss DERE - - - (819) - - (819)
Total comprehensive income ~ FR2E
for the year W AEE - - - 1,306 ~ 363 (2330)
Issue of shares Bkl 16 79,484 - - - -~ 79,500
Share-based payments ERRAOER - - 54 - - - 54
Final dividend — 2015 KRS ——F-1F - - - - - (9,520 (9,520)
6 79484 54 - — @50 70034
At 31 December 2016 RoB-RE
+=A=+-H 11 409,031 54 505 - 332 410,033
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41.

PRINCIPAL SUBSIDIARIES 41. FEMELF

Particulars of the Company’s principal subsidiaries as at 31 RZE—REERZFT—RF+=

December 2016 and 2015 are as follows: A=+—8 ' ' ARAxEHEBA

AIMEIBT
Proportion of
Issued and nominal value of
Place of fully paid/ issued ordinary
incorporation/ Place of  registered ordinary share capital Principal
Name of subsidiaries registration operation share capital held by the Group activities
BERTRAR/ AEEER
K,/ gE EafiEER ERTERR
i) PNEIECE at fit it B % RA& BRAEELA IREY
2016 2015
ZE-RE | Z2-1F
% %

Haian Hengfa PRC PRC RMB30,000,000 70 70 Wastewater
(BREE KGR H H AR 30,000,0007T treatment
AIRAE]")note a) BKEREE

BRER
(IBREE KRR
BRAR])(MzEa)

Rugao Hengfa PRC PRC US$9,880,000 100 100 Wastewater
(“IREBKEE H th 9,880,000 T treatment
BRAT")notes b &) 5K

MREHE
(MR EEKEE
BRAR (b Ke)

Rugao Honghao PRC PRC US$4,500,000 100 100 Wastewater
(‘MERESBREKEE e EF' 4,500,000 7T treatment
BRAT") (hotes b &) 5K

YN
(MR RS BREKER
BERE]) (kb Ke)

HERRRRMRA LA PRC PRC HK$400,000 100 100 Dormant
(notes b & ¢) F th 400,000 7T TR

FERRRRHMRA LA
(FfzEb Ke)
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41.

PRINCIPAL SUBSIDIARIES (Cont’d) 41. EEMBAF(HF)
Proportion of
Issued and nominal value of
Place of fully paid/ issued ordinary
incorporation/ Place of  registered ordinary share capital Principal
Name of subsidiaries registration operation share capital held by the Group activities
BRTREBR/ rEERE
K,/ gE EafiEER ERITEBER

WEAR LM it 2 2 EN BRAEELH TEED

2016 2015

—F-RF | ZF0F

% %
ELL Environmental Limited BVI BVI US$100 100 100 Investment
EBRAHEE XBRAHS 1007 holding
REER
Everbest Water Treatment Hong Kong  Hong Kong HK$82,304,273 100 100 Investment
Development B 30 82,304,273 57T holding
BEKBER REER
Grand Target Holdings Limited BVI BVI US$100 100 100 Investment
EBRAHE RBRLHS OESH holding
REER
Greatcorp International Limited Hong Kong ~ Hong Kong HK$100 100 100 Investment
LB BR AR 3 30 10087T holding
REER
Eternity Time Group Limited BVI BVI US$100 100 - Investment
RERAHE RBRUES 100%7T holding
REER
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41. PRINCIPAL SUBSIDIARIES (Cont’d) 41. EEMBLT (HF)
Proportion of
Issued and nominal value of
Place of fully paid/ issued ordinary
incorporation/ Place of  registered ordinary share capital Principal
Name of subsidiaries registration operation share capital held by the Group activities
BRTRAR/ rEEEE
B,/ &E gL ER ERTEER

HEAREMHE it 2 2 BRA& RAEELLA TEED

2016 2015

“B-XNE | —T-TF

% %
Weal Union Ltd Hong Kong  Hong Kong HK$250 100 — Investment
TREARAF 5 % 25078 7T holding
REZK
PT. Rimba Plama Sejahtera Indonesia Indonesia IDR 230,900 million 95 —  Manufacturing
Hje Mg 230900 HBHEE and sale of
palm kernel oil
and electricity
EERME
ChRE

Notes: PisE

(@) This entity is registered as a Sino-foreign equity joint venture under the (@) ZEBIRBERBUEEZM AR IN

laws of PRC. BEKEDE -
(o) These entities are registered as wholly-owned foreign enterprises under (b) ZEBRBREPEDEETM AN

the laws of PRC. REERE -

(© The English names of these entities represent management’s best effort (©) ERZEEREYAEMEME S

at translating their Chinese names as these entities did not register any
official English names.

ES SRR LS § TIES &
PMERERNUESD XA
BEE -
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41.

42.

43.

PRINCIPAL SUBSIDIARIES (Cont’d)

Except for ELL Environmental Limited and Eternity Time Group
Limited, all subsidiaries are indirectly held by the Company.

The above table lists the subsidiaries of the Company which, in
the opinion of the Directors, principally affect the results of the year
or constitute a substantial portion of the net assets of the Group.
To give details of other subsidiaries would, in the opinion of the
Directors, result in particulars of excessive length.

NON-CASH TRANSACTION

During the year ended 31 December 2016, the Group disposed
of an available-for-sale investment with fair value of approximately
HK$22,000,000 to a close family member of a director of the
Company as repayment of the shareholder’s loans which were
made to the Group during the year ended 31 December 2016.

SUBSEQUENT EVENT

On 28 February 2017, for the Disposal as set out in note 29,
Greatcorp signed a supplemental agreement with the Purchaser
under which, the fee arrangements under Additional Payment
Arrangements as mentioned in note 29 were terminated with
retrospective effect from 15 November 2016. The supplemental
agreement provides that the Purchaser shall retrospectively be
responsible for all operating costs and capital expenditure on an
as-incurred basis with effect from 15 November 2016 and until the
date of the completion of Disposal.

41.

42.

43.

FEMBLT (#)

K ELL Environmental Limited &
Eternity Time Group Limited 4} -
BB AR AR RIMEREA -

ERINFEERREIBTEFE
XESIBRAKRBEEFEZT
ERN2AREMBAR - EF
R RHEEMMBREZHE
SLRIEBENTTE -

FHREXH

REBE-FT-R"FT-A=1+—
BIEFE  AEELE-BELQA
1B 4 722,000,000 7% 7T #) 7] 4
HERETFTARR —REEN—
ZH - AEERE_T—RF
T_A=+t—HALFERLAEHE
TEH BB RE K

HRi&E1R
RN-_E—+F-_A=-+\H" %
RIS EEEME © &

MEETRE -AMTHE IR
It HYEE29 PR BRSMS R BE T
MEBERLZHEE _T—R"Ft+—H
THBEZIE BABEBR S -
AT - B EEN T
BEB-FT—R"Et+—AthH
EHEFHETKBEHLEEENS
AR ERA R EARF
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Five Year Financial Summary

T FMBEHE
RESULTS ¥i5
Year ended 31 December
BE+-A=1+—HLEE
2012 2013 2014 2015 2016
—F——F —E2—=F ENF —ZT—HF | ZB—RHF
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
FHET TFHET T FHET FHT
Revenue BEUWA 46,900 65,090 85,183 145,462 100,317
Profit before tax BRI AT & A 34,007 47,974 22,136 36,229 18,522
Income tax TS
credit (expenses) (F%) (6,973) (14,080) (10,861) 3,920 (7,029)
Profit for the year FRE A 27,034 33,894 11,275 40,149 11,493
ASSETS, LIABILITIES AND NON-CONTROLLING BE  AERFEERERS
INTEREST
At 31 December
R+=ZHA=+—8
2012 2013 2014 2015 2016
—T--F —T-=F —T-NF —T-HF| ZFB-RF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FET FH&T FHET F#ExT
Total assets BWEE 433,969 425,682 437,796 610,439 681,140
Total liabilities Fy =R (260,897) (210,430) (72,967) (95,304) (111,538)
Non-controlling interest ¥R ZS (24,521) (26,906) (28,234) (27,593) (27,650)
148,551 188,346 336,595 487,542 541,952
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