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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of ELL
Environmental Holdings Limited (“ELL Environmental” or the “Company”,
together with its subsidiaries, the “Group”), | present the interim report for
the six months ended 30 June 2018 (the “Period”).

In the first half of 2018, the Chinese economy maintained stable growth.
According to the data released by China’s National Bureau of Statistics,
it registered a 6.8% GDP growth in the first half of the year over the
same period of last year, exceeding the target of 6.5%. At the same time,
however, there was an increasing uncertainty of the external environment
as trade protectionism reared its head, posing significant challenges to
the Chinese economy. In the environmental protection industry, China’s
central government has continued to provide various forms of support for
water treatment to achieve full collection and treatment of wastewater in
built-up areas of cities and accelerate comprehensive rural environment
management in 130,000 administrative villages, in accordance with
the “13th Five-Year Plan” for Nationwide Integrated Treatment of Rural
Environment (2B EMNIRFLE A = J#1%]). Operating in the
robust environmental protection industry, ELL Environmental has kept
closely with the market dynamics and steadily expanded its business in
accordance with its prudent and stable operation strategies.

Despite our outstanding wastewater treatment services, which we have
leveraged to build a solid presence in China, intensifying competition has
made it increasingly difficult to secure new wastewater treatment projects
with satisfactory expected return. This, coupled with the pending water
tariff adjustments by the local authorities, has made the Group’s business
environment increasingly challenging. Meanwhile, Weal Union Limited
(“Weal Union”) and its subsidiary in the Republic of Indonesia (“Indonesia”),
which the Group acquired in the fourth quarter of 2016, failed to achieve
the expected utilization rate of its biomass power generation plant in
Indonesia during the Period. This was due to intense competition from
local coal-fired power plants and unexpectedly low levels of energy
consumption and demand. The changeable business environment which
we operate in, fraught with various operational risks and challenges,
makes it difficult to predict the return of wastewater treatment projects and
biomass power projects. The Group will rigorously assess such risks to
ensure that project risks and returns meet the management’s expectations
and increase the Group’s profit. Meanwhile, the Group will continue to
adhere to its prudent and stable operation strategies.

Chairman’s Statement
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Chairman’s Statement

ER®|E

For the six months ended 30 June 2018, ELL Environmental recorded a
revenue of approximately HK$41.6 million with a year-on-year increase of
14.6%; the gross profit was HK$6.7 million, up by 79.2% year-on-year.
The net loss was HK$47.5 million, including HK$38.5 million in goodwill
impairment for the biomass power generation project in Indonesia.

At present, ELL Environmental’s two wastewater treatment facilities are
both located in Jiangsu Province, the PRC, namely the Haian Hengfa
Facility and the Rugao Hengfa Facility. In 2016, the Group entered into
an equity transfer agreement with Nantong Jiahe Technology Investment
Development Co., Ltd. (“Nantong Jiahe”) to dispose of all the Group’s
equity interest in Rugao Honghao Metal Surface Water Treatment
Company Limited (“Rugao Honghao”) and the wastewater treatment
facility (“Rugao Honghao Facility”) operated by it. At present, the Company
has received RMB20.0 million, equivalent to 36.36% of the consideration
in the amount of RMB55.0 million, and the Company will complete
collection of the remainder of the consideration as soon as possible. The
management believes that the decision to dispose of the Rugao Honghao
Facility with increasing operating costs and falling profitability will provide
funding for the Group’s future business development and increase its
overall growth in return.

Looking forward, domestic environmental protection and water
enterprises will benefit from the Chinese government’s water industry
policy which provides the industry with a favorable macro environment.
ELL Environmental will leverage its rich experience and deep expertise to
explore promising environmental protection business while maintaining
the stable development of its wastewater treatment and biomass power
generation business.

Here, | would like to express my gratitude to my fellow Directors,
shareholders, staff and stakeholders. We are well aware that our
staff, customers and partners are the key to our sustained and stable
development. The management and all staff of the Group will strive to
deliver better performance and generate stable and attractive returns to
our investors and shareholders.

Chau On Ta Yuen
Chairman

Hong Kong, 24 August 2018
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Management Discussion and Analysis

BUSINESS REVIEW

In the first half of 2018, the Chinese economy maintained a stable pace
of growth with steady improvement. During the period, China posted
a 6.8% GDP growth, holding steady with the first half of 2017 and
meeting the prediction in the World Economic Outlook. On the industry
side, China’s environmental protection industry has received a strong
policy support. The revised Water Pollution Prevention and Control Law
of the People’s Republic of China, effective on 1 January 2018, has
further increased the demand in the Chinese market for the Group’s core
business and brought new market opportunities. In addition, the report to
the 19th National Congress of the Communist Party of China highlighted
the commitment to taking tough steps to prevent and control pollution
before 2020 and achieving a fundamental improvement in the ecological
environment by 2035. Therefore, the following years are expected to see a
continuous growth in China’s environmental protection industry. However,
uncertainties including China’s monetary policy and the global trade
war might pose challenges to the Chinese economy. At the same time,
intensifying competition in the domestic environmental protection industry
will make it increasingly difficult for enterprises to maintain their stable
growth or profitability. Thus, in view of the level of risk and instability in the
market, the Group adopted a practical and prudent approach to business
expansion in the first half of 2018.

In addressing the significantly increasing wastewater facility costs and
capital expenditure for the Group’s business, management is actively
seeking to adjust its business direction. On 21 September 2016, the
Group entered into an agreement with Nantong Jiahe Technology
Investment Development Co., Ltd. (the “Purchaser”), an independent third
party, to dispose of all the Group’s equity interest in Rugao Honghao at a
cash consideration of RMB55.0 million. The Group has received regulatory
approval for the remittance of consideration payment in connection with
the disposal, and received RMB20.0 million of the consideration, with
the remaining consideration expected to be remitted within this year. As
stated in previous announcements of the Company, the processing time
is longer than expected due to elevated regulatory controls over cross-
border remittance in the PRC and heightened due diligence processes
implemented by the banks. The Group will continue to work with the
Purchaser and the banks closely to formally complete the payment
collection process as soon as practicable. The Group will continue to own
two wastewater treatment facilities, namely Haian Hengfa and Rugao
Hengfa. The disposal will also provide an additional source of funding for
the Group’s operations and future business development. At the same
time, the Group is also discussing and cooperating with local governments
to raise the water tariff for the wastewater treatment plants we operate. It
is expected that Rugao Hengfa Water Treatment Company Limited (“Rugao
Hengfa”) and local governments would reach an agreement on tariff rises
by the end of this year, which will increase the Group’s revenue and gross
margin.
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Management Discussion and Analysis
EEENWED

On the other hand, in the fourth quarter of 2016, the Group acquired Weal
Union Limited (“Weal Union”) and its subsidiary in Indonesia, PT Rimba
Palma Sejahtera Lestari (“RPSL”) which is engaged in biomass power
generation business in Jambi, Indonesia, supported by a palm kernel oil
production facility with two generating units owned and constructed by
RPSL.

Since the completion of the acquisition, the Group has been committed to
investing in improvement works in the power generation facility to increase
generating efficiency and reduce sales costs. However, the projected
revenue was less than satisfactory in the first half of 2018, with RPSL,
the Indonesian subsidiary, recording approximately HK$7.9 million of
net losses, the main reason being lower-than-expected utilization of our
biomass power plant. As several urban development projects planned
by the Indonesian government had been aborted, the local market
and economic growth, and hence power consumption and demand,
had slowed down, which in turn reduced the power supply shortage in
the vicinity of our biomass power plant. In addition, the electricity grid
construction to connect the South Sumatra region of Indonesia where our
biomass power plant is located and the North Sumatra region where the
demand of electricity is higher, along with other infrastructure projects, was
aborted, which also contributed to the continued low utilization level of
the power plant. To increase the overall return, the Group will continuously
monitor the power plant performance and local developments and
communicate with customers and business partners on increasing the
utilization of our biomass power plant.

ELL ENVIRONMENTAL HOLDINGS LIMITED
2018 Interim Report
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Management Discussion and Analysis

OUTLOOK

Facing a market environment with opportunities as well as challenges,
the Group will forge ahead in adherence with its prudent and risk-
oriented strategy by maintaining stable operations, strengthening internal
controls and carrying forward successful operation concepts in order
to consolidate its business foundation and maintain a strong business
performance and competitiveness. Meanwhile, the Group will keep a close
watch on market developments, seek new business opportunities and
make a risk assessment of its expansion plan in a rigorous and disciplined
way to embrace a brand-new stage of development in steady steps and
achieve stable and sustainable development.

FINANCIAL REVIEW
REVENUE

Our total revenue increased by HK$5.3 million or 14.6% to HK$41.6 million
for the Period from HK$36.3 million for the corresponding period in 2017
(the “Last Corresponding Period”), of which the revenue excluding the
imputed interest income increased by HK$6.4 million or 22.4% to HK$35.1
million for the Period from HK$28.7 million for the Last Corresponding
Period. Such increase was primarily attributable to (i) the recognition of
construction revenue which amounted to HK$12.4 million arising from the
upgrade works of the wastewater treatment facility operated by Rugao
Hengfa (the “Rugao Hengfa Facility”) in relation to the sludge dewatering
system during the Period, which was absent in the Last Corresponding
Period, and (i) the offsetting effect from the absence of revenue from
Rugao Honghao, a subsidiary that was disposed of in the previous year,
which amounted to HK$5.1 million. Our revenue from the operations in the
PRC segment increased by HK$4.7 million or 18.8% to HK$29.7 million
for the Period from HK$25.0 million for the Last Corresponding Period,
while our revenue from our operations in the Indonesia segment increased
by HK$0.6 million or 5.3% to HK$11.9 million for the Period from HK$11.3
million for the Last Corresponding Period.

EEENWEDS

KERRE

EHEERKBRTFOTHRE A%
BRIEERA T RIFEENARRSE
FH A EMEERENELE T
JJD%@W*BE“* C BRI EES

BREXBRE  #RFERNEBRA
& HF ) e BRI AEEKE Y
ETIS A - BSRKFHE - RS
RERENTTEH  SREBERAEETE
EOREBRFE AR ER &R
B BERARENMAFEER -

B 365 [0 R
BRBEA

BANEERARBEHRH T —+FRHHY
([EFRH)36.3E5EETEME3BE
Brok14.6% =2 A HE41.6BEB T
H B HEEFEWAMNESZEIWARE
FRIH28.7 BEBILILING.4 B BB
22 4% EAREARS5 1 B E BT - AL
DN E R () AN B fE a0 S 15 3 2 E R 57K
BRR e ([N RE 3R ) AR TR
(S RHKESER) ERERELE
EWA12ABEBIL  MEFRIL &
ﬁ%%k:&mm%%ﬁﬁiiﬁﬁzw
NA) REBEERAEEMIRETE
Lﬁ1§%%m TR E P E D EBER
MEEWAREFRE5.05E B T
M47E%%ﬁin8&@t$%ﬁ29ﬂﬁ
BEL MBEMREHNEDHEBKAE
EWABREFRPI1.3EEETENO.6
BHEBITE5.3%EAHM11.98EETT

BERRERARAH
—E-\PHRE



10

Management Discussion and Analysis
EEENWED

COST OF SALES

Our total cost of sales increased by HK$2.3 million or 7.2% to HK$34.9
million for the Period from HK$32.5 million for the Last Corresponding
Period, primarily due to (i) the incurrence of construction costs during the
Period for the aforementioned upgrade works of Rugao Hengfa Facility,
which amounted to HK$9.8 million, and the absence of such costs during
the Last Corresponding Period, (i) the offsetting effects from the absence
of cost of sales in Rugao Honghao for the Period after its disposal which
amounted to HK$2.8 million for the Last Corresponding Period, and (iii)
the decrease in cost of sales from our operations in RPSL, our subsidiary
in Indonesia, by HK$3.6 million or 22.6% to HK$12.3 million for the Period
from HK$15.9 million for the Last Corresponding Period.

GROSS PROFIT AND GROSS PROFIT MARGIN

Our gross profit increased by HK$3.0 million or 79.2% to HK$6.7 million
for the Period from HK$3.7 million for the Last Corresponding Period,
primarily due to the aforementioned factors. Our gross profit margin
increased to 16.1% for the Period from 10.2% for the Last Corresponding
Period.

OTHER INCOME AND GAINS

Our other income and gains decreased by HK$0.2 million or 5.7% to
HK$3.3 million for the Period as compared to HK$3.5 million for the Last
Corresponding Period. Such gains comprised mainly the refund of tax and
sewage expenses paid for the Period.

IMPAIRMENT LOSS

An impairment loss of HK$38.5 million was recognised for the Period
in relation to the goodwill arising on the acquisition of Weal Union, a
wholly-owned subsidiary of the Company that holds 95% of the issued
share capital of RPSL. RPSL is an indirect subsidiary of the Company
incorporated in Indonesia, which operates a biomass power plant. The
valuation of Weal Union, and hence the recoverable amount, which of the
goodwill, was impaired during the Period. The impairment was a result of a
lower than expected growth rate of the market and economy in the vicinity
of our biomass power plant and hence a lower than expected utilisation
of our biomass power plant since the completion of the acquisition of
Weal Union by the Group in October 2016, which continued during the
Period. Based on our understanding on the latest local development,
the electricity grid construction by the government to connect the South
Sumatra region, where our biomass power plant was located, and the
North Sumatra region, where the demand of electricity is higher, had been
aborted. As a result, the growth of electricity demand is expected to slow
down and hence the expected utilisation growth rate of our biomass
power plant in near term is lowered.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Management Discussion and Analysis

An impairment loss on the goodwill of HK$43.9 million was recognised for
the year ended 31 December 2017. The accumulated impairment loss on
the goodwill as at 30 June 2018 was HK$82.4 million, representing 96.1%
of the total amount of the goodwill initially recognised upon the acquisition
of Weal Union.

ADMINISTRATIVE EXPENSES

Our administrative expenses increased by HK$5.5 million or 52.1%
to HK$16.2 million for the Period from HK$10.6 million for the Last
Corresponding Period. Such increase was primarily attributable to (i)
the increase in unrealised exchange loss by HK$2.9 million or 223.1%
to HK$4.2 million for the Period from HK$1.3 million for the Last
Corresponding Period arising mainly from the currency translation
differences on the inter-company loans between the subsidiaries of the
Company, and (i) the increase in administrative expenses in relation to the
development of potential business in Indonesia of HK$2.2 million.

FINANCE COSTS

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

LOSS BEFORE TAX

Loss before tax increased by HK$41.3 million or 9.8 times to HK$45.5
million for the Period from HK$4.2 million for the Last Corresponding
Period, primarily due to the factors mentioned above.

INCOME TAX EXPENSE

Our income tax expense recognised remained stable at HK$2.0 million for
the Period as compared with HK$2.2 million for the Last Corresponding
Period. Such income tax was recognised primarily in relation to our PRC
wastewater operations, which remained profitable during the Period. The
effective tax rate was -4.8% for the Period as compared with -51.5% for
the Last Corresponding Period as a result of the aforesaid increase in loss
before tax on a consolidated basis.
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Management Discussion and Analysis
EEENWED

LOSS FOR THE PERIOD ATTRIBUTABLE TO OWNERS OF THE
COMPANY

Loss attributable to owners of the Company increased by HK$40.7 million
or 6.5 times to HK$46.9 million for the Period from HK$6.2 million for the
Last Corresponding Period, primarily due to the factors mentioned above.

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

Our principal liquidity and capital requirements primarily relate to
investments in our projects, construction and upgrading of our wastewater
treatment facilities, purchases of equipment as well as costs and expenses
related to the operation and maintenance of our wastewater treatment and
electricity generating facilities. As at 30 June 2018, the carrying amount of
the Group’s bank balances and cash was HK$36.6 million, representing
an increase of 3.0% as compared with that of HK$35.5 million as at
31 December 2017.

As at 30 June 2018, the Group’s bank balances and cash of HK$20.5
million, HK$1.0 million, HK$9.4 million and HK$5.7 million were
denominated in Renminbi, Hong Kong Dollars, Indonesian Rupiah and
United States Dollars, respectively (31 December 2017: HK$17.8 million,
HK$12.8 million, HK$0.6 million and HK$4.3 million were denominated
in Renminbi, Hong Kong Dollars, Indonesian Rupiah and United States
Dollars, respectively).

BANK BORROWINGS

As at 30 June 2018, the total amount of our utilised bank borrowings was
HK$36.9 million, of which approximately HK$30.2 million was repayable
within one year and approximately HK$6.7 million was repayable after
one year but within five years. Approximately HK$28.0 million and HK$8.9
million of the outstanding bank borrowings were denominated in Hong
Kong Dollars and United States Dollars, respectively (31 December 2017:
HK$28.0 million and HK$11.2 million were denominated in Hong Kong
Dollars and United States Dollars, respectively).

HK$28.0 million bore a floating interest rate of 1.4% over the Hong Kong
Interbank Offered Rate and HK$8.9 million bore a floating interest rate of
1.4% over London Interbank Offered Rate. We had no unutilised banking
facilities as at 30 June 2018 (31 December 2017: nil).
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Management Discussion and Analysis

GEARING RATIO

Gearing ratio is calculated by dividing total debt by total equity, and total
debt is the interest-bearing bank borrowings. Our gearing ratio was kept
stable, being 0.1 as at 30 June 2018 and 0.1 as at 31 December 2017.

CHARGE ON ASSETS

As at 30 June 2018, there were no charges on the Group’s assets.

TREASURY POLICIES

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

CAPITAL EXPENDITURES

Our capital expenditures consist primarily of expenditures for construction
and acquisition of machinery and equipment for our plant of Rugao
Hengfa.

For the Period, our capital expenditures amounted to HK$9.5 million,
which were funded by funds generated from our financing activities.

FOREIGN EXCHANGE RISK

Individual member companies in Mainland China and Indonesia within
our Group have limited foreign currency risk as most of the transactions
are denominated in the same currency as the functional currency of the
operations in which they relate. However, as these principal subsidiaries
mainly carried assets and liabilities in Renminbi and Indonesian Rupiah,
any appreciation or depreciation of Hong Kong Dollars against Renminbi
and Indonesian Rupiah will affect the Group’s consolidated financial
position and will be reflected in the exchange fluctuation reserve.
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As at 30 June 2018, individual member companies in Hong Kong within
our Group had translational currency exposure because our financial
assets at fair value through other comprehensive income of HK$2.6 million
and cash and cash equivalents of HK$5.7 million were denominated
in United States Dollars. Renminbi is not freely convertible into foreign
currencies and the conversion of Renminbi into foreign currencies is
subject to the rules and regulations of the foreign exchange control
promulgated by the PRC government. The Group does not have a
foreign currency hedging policy. However, the Directors monitor the
Group’s foreign exchange exposure closely and may, depending on
the circumstances and trend of foreign currency, consider adopting a
significant foreign currency hedging policy in the future.

CONTINGENT LIABILITIES

As at 30 June 2018, the Group had no contingent liabilities. As at 31
December 2017, the Group had a court case in Rugao Hengfa which was
subject to a potential fine ranging from RMB100,000 to RMB5,000,000.
The court case was subsequently settled and hence no contingent
liabilities were brought forward in relation to this court case as at
30 June 2018. For details, please refer to note 43 to the consolidated
financial statements in the 2017 annual report of the Company (the “2017
Annual Report”) as well as the voluntary announcement made by the
Company on 9 May 2018. Save as disclosed above, the Group had no
contingent liabilities as at 31 December 2017.

EMPLOYEE AND REMUNERATION POLICIES

As at 30 June 2018, the Group had 219 employees (31 December 2017:
227 employees). Employee costs, including Directors’ emoluments,
amounted to approximately HK$10.0 million for the Period (six months
ended 30 June 2017: HK$8.5 million). The remuneration policy for
our Directors and senior management members is based on their
experience and level of responsibility and the general market conditions.
Any discretionary bonus and other merit payments are linked to the
profit performance of our Group and the individual performance of our
Directors and senior management members. The Group encourages self-
development of its employees and provides on-the-job training where
appropriate.

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

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS
AND DISPOSALS

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

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

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

EVENTS AFTER THE REPORTING DATE

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

INTERIM DIVIDEND

During its meeting held on 24 August 2018, the Board has resolved not
to declare the payment of any interim dividend for the Period (six months
ended 30 June 2017: nil).
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EREAREMER

SHARE OPTION SCHEME

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

RRRRiERTE

RZZE-—WFNAARR » ARERH—
Iﬁﬁﬁﬁﬁéﬁiﬂ(fﬁﬁﬁﬁiéﬁiﬂj) AR

EARASERSEERTHEREES
WEHAREEEL B RIEE BB
ED&;%EJJ o BB RERT BIM) T B FFRER

in the Directors’ Report of the 2017 Annual Report. TE—tFFRESSHRE [BRER
2l —g e
The Share Option Scheme took effect on 26 September 2014. During the  FEREF SN —F—MWE N A Z+/XH
Period, no options had been granted, exercised, cancelled or lapsed. AR e RANERR] - ﬁﬂﬁiﬁﬁﬂxﬁé BERT -
T8 - FESHER AR o
Details of the options outstanding during the Period under the Share R ANHEARE - FEARIEST EII8 T ARTTEAER
Option Scheme are set out as follows: 12 FHIBEINT
Number
of Shares
Number represented
of Shares by options
represented outstanding asat  Exercise
by options Lapsed/ 30 June 2018  price per
outstanding as at cancelled ~ W=E-NE  Share
Position 1 January 2018 Exercised during the ~B=TH HKS
Name of held in RZB-N\E Granted during during Period BATE SRRA  Exercise
option holder the Group Date of Grant -A-RAFfE the Period the Period Hri BRESR  fFE  Period
BRESEASE WAREEGNEL RTAS BREVRNRAZE  HAEE BREAE AN/ KRAEE Ar kS
Mr. Fan Chi Chiu Chief financial officer 14 April 2016 500,000 - - 500,000 052 14 Aprl 2017
(‘M. Fan’) e i t0 13 Apri
ERRRE mA+EE 2026 (Note)
([B%E]) I
Eﬂf@ﬁ
E-IC5E
@ﬂﬂ‘_ﬁ
(M=)
Note: Fi5E -

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

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

As at 30 June 2018, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance, Chapter
571 of the Laws of Hong Kong (the “SFO”)), which were required: (i) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions of the SFO); or (ii)
pursuant to section 352 of the SFO, to be entered in the register referred
to therein (the “Register”); or (iii) to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules” and the “Model Code”, respectively), were as follows:

INTEREST IN THE COMPANY’S ORDINARY SHARES OF

EREAREMESR

FLFREERESTRARREL
I R AR B « HE G
RiREEPmEaRkE

MR-B—NFEXA=1+H ARAFTEER
= T A BRAARR A sk BT AREE A B
(EERBEBEOESTEEENEF
Bl ([ 5 R HEAE G ]) S XV ED) RIRR S
AR D REEBRHEEE  ()IBEES
MEEIEHIEXVERE 7 R 8D EME AR
A MR AT R A B (B IR SRR
BH R ERAINZEREEESRR B
BEHEOERZIAR) (i) RIEES K
B 151515 352 1B & S R eX IR FT FE B a0
(T&M)) MRS ROAR + ok (i) ARIREE 2
Fra&s R A ([ EmRAI D) Mk +-Frs
BT ABEREITESFR HHIZESTH|
(ME2E=F R ) ZBAIS AR A7) KBt A AT RO HE
ERORBIT

RE 2 FEHREEO0.0001 BITHEE

HK$0.0001 EACH (THE “SHARES”) Befn ([ B 1) iz i
Approximate
Percentage of
Shareholding
Interest in
Number of the Compan
Name of Directors/Chief Executive Ca@aci /Nature of Interest Shares Held HARER
EE BETBASHE 5/ EEHE ikt ant 4= BRI
Mr. Chau On Ta Yuen (“Mr. Chau’) Interest in a controlled corporation 225,000,000 20.25%
BZEREE (TEEE]D) PRz L Sing
Mr. Chan Kwan (“Mr. Chan”) Interest in controlled corporations 390,700,000? 35.17%
RESLE(TREE]D PRz L Sing
Notes: BeE -
) Wealthy Sea Holdings Limited (“Wealthy Sea”) which held 225,000,000 (1) BHeEsEBERARTBEEDRA

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.

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

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

225,000,000 (&% (7 WAHMITE E3RE
BT FERASERTEBR LT (AREN
ZF) D RIHEE 90% K& 10% °

2 Everbest Environmental Investment
Limited ([ Everbest Environmental |) &
375,000,000 M&R% 9 Il FA8 R A+ ([ £
Zx]) BELLIRARRNITESHR
TR R 55 & 9 B A 50% - 30% K.
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@) L ETERGHANTFEEE -

BERRERARAH
T N\ H#H®RE

17



18

Corporate Governance and Other Information

EREAREMER

Save as disclosed above, as at 30 June 2018, none of the Directors or
the chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
had been notified to the Company and the Stock Exchange or recorded
in the Register or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

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

As at 30 June 2018, the following entities or persons (other than the
Directors or the chief executive of the Company) had or were deemed or
taken to have interests and short positions in the Shares and underlying
Shares as recorded in the register of interests and short positions of the
substantial shareholders (the “Register of Substantial Shareholders”)
required to be kept by the Company under section 336 of the SFO:

R EXHEEEIN  R=FT—\FXA
=1TH MEARFEEFRRSTHRA
BRARNR AR AR (E&AE
7 MG GRGIEXVE) B R - HHEEAX
MBERETHARBCHE AR REBR
Pl ek B i M SR B £ <7 R
SITHGARNT MR EREORR

FERRRREMALTRELT KRG
KRR fPHERR RS

RZZE-N\FRA=1TH" T3 EEX
AL (RRRIEFLATRHITHRARRRIN)
A RBR R E R IR RABRER
A RSN AN R AR IR 5 R I 1R
{5155 336 17ATF B M = B R 2 i Sk
BRzERM(E2RRELM]) NEE
mPORA

INTEREST IN THE COMPANY’S SHARES RELAFRBZER
Approximate
Percentage of
Shareholding
Interest
Number of in the Company
Name of Shareholders Capacity/Nature of Interest Shares Held {EARRA TR
BREE 2B B ERnE FriEROHE BRBS
Everbest Environmental Beneficial interest 375,000,000 33.75%
Eanikn
Ms. Wong Interest in controlled corporations 380,790,000 & 34.27%
G XA R
Mr. Chan Chun Keung Interest in a controlled corporation 380,790,000 & 34.27%
PRitESR A and interest held by spouse
R EEEw MBS
Wealthy Sea Beneficial interest 225,000,000© 20.25%
B EmfgEn
Ms. Wong Mei Ling Interest held by spouse 225,000,000@ 20.25%
TERIL FeBFTiE R
Morgan Top Trading Company Ltd.  Beneficial interest 143,300,000 12.90%

§¥$4P¥
EmiEm
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Notes:

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

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

Q) 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.

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

Save as disclosed above, as at 30 June 2018, the Directors were not
aware of any entities or persons (other than a Director or the chief
executive of the Company) which/who had or were deemed or taken to
have interests or short positions in the Shares or the underlying Shares,
which were required to be recorded in the Register of Substantial
Shareholders under section 336 of the SFO.

CORPORATE GOVERNANCE

The Company strives to maintain a high standard of corporate
governance, and has applied the principles and complied with all
applicable code provisions as set out in the Corporate Governance Code
contained in Appendix 14 to the Listing Rules (the “CG Code”) throughout
the Period.

SECURITIES TRANSACTIONS BY DIRECTORS

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

The Company did not redeem its Shares listed on the Main Board of the
Stock Exchange, nor did the Company or any of its subsidiaries purchase
or sell any of such Shares during the Period.

REVIEW BY AUDIT COMMITTEE

The Company has established an audit committee (the “Audit Committee”)
in compliance with Rule 3.21 of the Listing Rules and paragraph C.3 of
the CG Code for the purpose of reviewing and providing supervision over
the Group’s financial reporting process, risk management and internal
controls. The Audit Committee comprises four members, namely Ms. Ng
Chung Yan Linda (chairlady), Mr. Ng Man Kung and Mr. Sze Yeuk Lung
Benedict, all being independent non-executive Directors and Mr. Chau Chi
Yan Benny, a non-executive Director. The Audit Committee has reviewed
with the Company’s management the accounting principles and practices
adopted by the Group, the unaudited interim results of the Group for the
Period and this interim report.

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

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in Directors’
information since the date of the 2017 Annual Report is set out below:

Mr. Ng Man Kung has been the chairman of the supervisory board of Well
Link Bank in Macau since 31 March 2018.

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

For the six months ended 30 June 2018 &&= F— NVFNHA =+ HiE A 1EA

Six months ended 30 June

BEAA=THIEAEA

Notes 2018 2017
BRE —E-N\E —ET—+F
(Unaudited) (Unaudited)
(REEX) (REEER)
HK$’000 HK$’000
FET FAT
REVENUE PN 4 41,597 36,294
Cost of sales SHE R (34,881) (32,546)
Gross profit EF 6,716 3,748
Other income and gains E U A R s 6 3,347 3,455
Impairment loss on goodwill B R EEE 15 (38,536) —
Administrative expenses ITHHAX (16,190) (10,643)
Finance costs BLE R 7 (821) (767)
LOSS BEFORE TAX Br7% A& 1E 8 (45,484) (4,207)
Income tax expense FrS Btz 9 (1,995) (2,166)
LOSS FOR THE PERIOD HAPOES 1B (47,479) (6,373)
Loss for the period attributable to: AT &7 L HAA B 1E
Owners of the Company ZIN/NSIEZ =N (46,865) (6,240)
Non-controlling interests SRR A (614) (133)
(47,479) (6,373)
HK cents HK cent
7l el
LOSS PER SHARE TREE 11
Basic and diluted BERNEE (4.22) (0.56)
EBRBRERERAT
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRGREREREMEEKE

%=

For the six months ended 30 June 2018 &2 —ZF— NFENA =+ HiE M8 A

Six months ended 30 June
BEAA=1+HILEREA

2018 2017
—E-N\F —E—tF
(Unaudited) (Unaudited)
(REBEX) (REgEZ)
HK$’000 HK$’'000
FERT FAT
Loss for the period HiNE1E (47,479) (6,373)
OTHER COMPREHENSIVE Ht2EWA (FZ)
INCOME (EXPENSE)
Items that may be reclassified BETE A]BEERT S 2EZ 182 Y
subsequently to profit or loss: EH
Exchange difference arising BREBINEBEE
on translation of IR ERR
foreign operations 1,542 7,434
Fair value change on AHEREZ AR BEES
available-for-sale investments — (17)
Investment revaluation reserve HERMHIHERER
released upon disposal of R B E S
available-for-sale investments — (417)
1,542 7,000
Items that will not be reclassified to BT BB HE R EE -
profit or loss:
Fair value change on financial assets FREMEEBEE AR ETEN
at fair value through PMEEZANEE
other comprehensive income 180 —
TOTAL COMPREHENSIVE (EXPENSE)  Hin&mE (Bt ) Ug A 4258
INCOME FOR THE PERIOD (45,757) 627
Total comprehensive (expense) income A &5 EEEIRZE (FX) WA
for the period attributable to: BEE
Owners of the Company ZIN/NIEZ =N (45,686) (26)
Non-controlling interests FEFE AR A (71) 653
(45,757) 627
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Condensed Consolidated Statement of Financial Position
IGLEES =R S

As at 30 June 2018 R —F— NFNXA=+H

30 June 31 December
Notes 2018 2017
—E-N\F —T—+F
B 5T ~NA=t+H +—-A=+—8
(Unaudited) (Audited)
(REEZX) (JeE%)
HK$’000 HK$'000
T FET
NON-CURRENT ASSETS SERBEE
Property, plant and equipment E G 12 122,743 134,326
Deposits for purchase of property, BEWE  HENMERE
plant and equipment IS 9 3,408
Receivables under service RS ELHET R
concession arrangements JE U R IE 13 302,973 290,159
Goodwill G 14 1,768 42,242
Available-for-sale investments AR ERE 16 - 10,311
Financial assets at fair value through FHBEAM 2 E WS
other comprehensive income BEARBEFENEHEE 16 2,579 —
Restricted bank deposits SRREIRITIER = 12,427
430,072 492,873
CURRENT ASSETS MENEE
Inventories rE 551 554
Receivables under service concession  FRIGIFAFEZL BE T HY
arrangements e IR 13 27,585 28,970
Trade receivables B 5 EWGRIE 17 5,013 6,284
Prepayments and other receivables FERFIEREMERGRE 18 80,574 64,394
Income tax recoverable AU el P15 FR 456 338
Bank balances and cash IRITHEBRIRS 36,586 35,515
150,765 136,055
CURRENT LIABILITIES Vi IN=NE
Trade payables B IR 19 8,118 9,313
Other payables and accruals HEMENRIBERETER 5,554 5,614
Amounts due to related parties JE AT BA S 5 BB 6,474 6,474
Bank borrowings — due within one year $R1T{&3 — —F R HA 20 30,240 30,240
Income tax payables FER TS HR 1,766 4,108
52,152 55,749
NET CURRENT ASSETS mBEEFE 98,613 80,306
TOTAL ASSETS LESS CURRENT REERABEE
LIABILITIES 528,685 573,179
BRRFEZRERLT

T N\ H#H®RE
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Condensed Consolidated Statement of Financial Position

AR S MR R R

As at 30 June 2018 R —F— NFNNA=+H

30 June 31 December
Notes 2018 2017
—E-N\F —E—+F
BT ~NA=1H +—-A=+—~H
(Unaudited) (Audited)
(REERZ) (5H==Z)
HK$’000 HK$’000
FET FET
CAPITAL AND RESERVES BARR S
Share capital [N 21 111 111
Reserves {1t 447,005 492 687
Equity attributable to owners RAEHA AEEER
of the Company 447,116 492,798
Non-controlling interests FEIERR R A 28,954 29,024
TOTAL EQUITY AR 476,070 521,822
NON-CURRENT LIABILITIES EMBEE
Bank borrowings — due after one year  $R{71E 5 — —F1& F|Hf 20 6,720 8,960
Deferred tax liabilities RIERIEEE 34,972 33,591
Provision for major overhauls EpNGREZEYE 10,767 8,635
Retirement benefit obligations BREAEE 156 171
52,615 51,357
528,685 573,179
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Condensed Consolidated Statement of Changes in Equity
G ERRRER

—NFENA=AFHI1EMEA

For the six months ended 30 June 2018 # 2 — %

Attributable to owners of the Company

RARERARL
Share Investment
option revaluation Non-
Issued Share reserve Other  Exchange  General reserve  Retained controlling
capital  premium R reserve reserve reserve BE&  eamnings Sub-total interests Total
BRIRE  ROEE s HtRE ERRE -RER  EfEE  REEA Nt FERES g
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE87) (REER) (REER) (REEW) (REBR) (REBR) (REER) (REER) (REER) (REER) (REER)
HK$000  HK$000  HK$000  HKS'000  HK$000  HKS000  HK$000  HKS'000  HK$000  HK$'000  HK$'000
Ti#gn TR TiEn Ti#gn TR TR TiEgn Ti#gn TR TR Ti#gn
At1 January 2018 R=Z-\E—A-H 111 409,031 100 (31,476) (3,843) 21,005 (292) 9,162 492,798 29024 521,822
Bxchange diference  BEBINEBELY
arising on translation (B 2%
of foreign operations - - - - 1,003 - - - 1,003 544 1,547
Farvalue changeon  AIBEEERE
avallable-for-sale Mﬁx@“
investments - - - - - - 180 - 180 - 180
Investment revaluation /& A tH £ AT
reserve released upon R ITA B M
disposal of
avalable-for-sale
investments - - - - - - - - - - -
Lossfortheperiod  HAAER - - - - - - - (46,865)  (46,865) (614  (47479)
Total comprehensive  SRZTMALE
income for the period - - - - 1,008 - 180 (46,865) (45,682) (70) (45,752)
Transfer to general reserve EAZ— M - - - - - 924 - (924) - - -
At30 June 2018 RZE-N\E
~AZTH 111 409,031 100 (31,476) (2,840) 21,929 (112) 50,373 447,116 28954 476,070

BERRERARAH
— T\ #H®RE
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Condensed Consolidated Statement of Changes in Equity

ERREEESBR

For the six months ended 30 June 2017 &2 —F—+F A=+ HiF N MEA

Attributable to owners of the Company

YN PN L
Share Investment
option revaluation Non-
Issued Share resernve Other  Exchange General reseve  Retained controling
captal  premium BiiE reserve resenve resernve RE eamings  Sub-total interests Total
BEARA  REE fE  EbRE EIRE -REBE  EREE  REET NGt FEERER z8
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) — (Unaudited) — (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)  (Unaudited) — (Unaudited)
(KiEsl) (REBR) (RESR) (RESR) (REER) (REBR) (REBR) (RESR) (REER) (REER) (REER)
HK$000  HKS000  HKS'000  HKS000  HKS000  HK$'000  HKS000  HKS000  HK$'000  HK$O00  HKS'000
Ti#n TARL THL T Ti#n AL T Ti#n TARL FAT T
At 1 January 2017 RZF-t5-F-A 11 409,031 54 (31,476) (16,535) 20,507 505 169,665 541,952 27,650 569,602
Exchange diference  AEENEBEL 2
ariing on tranglation B E%
of foreign operations - - - - 6,648 - - - 6,648 786 7434
Farvalue changeon  AIEHERE Y
avalable-for-sale INNEEE)
investments - - - - - - (17) - (17) - (17)
Investment valuation ~ HE AR ER ST
reseve released RRIRESREE
upon disposal of
available-for-sale
investments - - - - - - (417) - (@17 - (417)
Lossfortheperiod ~ EARESHE - - - - - - - (6,240) (6,240) (133) (6373
Total comprehensive  EIRZERABE
income for the period - - - - 6,648 - (434) (6,240) (26) 653 627
Share-based payments IR BB - - 3 - - - - - 3 - 3
Transfer to general reserve EZ — i - - - - - 632 - (632) - - -
At 30 June 2017 RIE—tE
~BE=1H 111 409,031 9 [B1476)  (9887) 21,209 152793 541,964 28303 570,267
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Condensed Consolidated Statement of Cash Flows
EBHRGERERE

For the six months ended 30 June 2018 &&= F— NVFNHA =+ HiE A 1EA

Six months ended 30 June
BZAA=1THLXEA

2018 2017
—E-N\F —T—+F
(Unaudited) (Unaudited)
(REEEZX) (REEEZ)
HK$’000 HK$’000
FET FH&T
OPERATING ACTMVITIES REES
Cash generated from operations KSR E 94 72
Income tax paid ERFER (3,939) (1,801)
Net cash flows used in operating activities we i E AT Y
Rene R (3,845) (1,729)
INVESTING ACTMTIES REEE
Purchases of items of property, BEWE  HEX
plant and equipment REIEE (680) (1,579)
Proceeds from disposal of property, HEME - BE K&
plant and equipment BT RIA 19 —
Proceeds on disposal of financial assets HEFEREMEE KRR
through other comprehensive MemEE MIEHE
income/available-for-sale investments KERFTSRIE 7,612 13,199
Interest received from financial assets BYCE B E M 2 E R
through other comprehensive HEmMEE FIHEE
income/available-for-sale investments HERF B 209 255
Bank interest received EYERITHE 417 44
Net cash flows from investing activities WEIEB TG
WEmEFHE 7,577 11,919
FINANCING ACTIVITIES AEED)
New bank borrowings raised FTEIRITIE R - 11,200
Repayments of bank borrowings BRI TIEK (2,240) (3,778)
Interest paid BEFE (585) (559)
Net cash flows (used in) from BE RS (FTA) Fif5
financing activities REemEF5E (2,825) 6,863
NET INCREASE IN B MRS ZEEBWILEM
CASH AND CASH EQUIVALENTS SHEE 907 17,053
Cash and cash equivalents By e RIReEEY
at beginning of period 35,515 29,085
Effect of foreign exchange rate changes, net ~ SMEEXRE BT LE - JF58 164 (153)
CASH AND CASH EQUIVALENTS AR RAEEHED
AT END OF PERIOD 36,586 45,985
Represented by: ¥ -
Bank balances and cash RITHEBRIRS 36,586 45,975
Bank balances and cash classified DERFIELERN
as held for sales IRITHEBR NIR S - 10
36,586 45,985
BRERERERLT

T N\ H#H®RE
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Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

1.

CORPORATION AND GROUP INFORMATION

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

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

BASIS OF PREPARATION OF CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

The unaudited condensed interim financial information of the
Group for the Period (the “Unaudited Condensed Interim Financial
Information”) has been prepared in accordance with Hong Kong
Accounting Standard (the “HKAS”) 34 Interim Financial Reporting
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) and the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) and the Companies
Ordinance, Chapter 622 of the Laws of Hong Kong.

The Unaudited Condensed Interim Financial Information does
not include all the information and disclosures required in the
annual consolidated financial statements, and should be read
in conjunction with the Group’s annual consolidated financial
statements for the year ended 31 December 2017.

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

PRINCIPAL ACCOUNTING POLICIES

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

Other than changes in accounting policies resulting from
application of new and amendments to Hong Kong Financial
Reporting Standards (“HKFRSs”), the accounting policies used in
the condensed consolidated financial statements for the six months
ended 30 June 2018 are consistent with those followed in the
preparation of the Group’s annual consolidated financial statements
for the year ended 31 December 2017.

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs

In the current interim period, the Group has applied, for the first
time, the following new and amendments to HKFRSs issued by
the HKICPA which are mandatory effective for the annual period
beginning on or after 1 January 2018 for the preparation of the
Group’s condensed consolidated financial statements:

HKFRS 9 Financial Instruments

Revenue from Contracts with
Customers and the related
Amendments

Foreign Currency Transactions
and Advance Consideration

HKFRS 15

HK(FRIC) — Int 22

Classification and Measurement
of Share-based Payment
Transactions

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKAS 28 As part of the Annual
Improvements to HKFRSs

2014 — 2016 Cycle

Amendments to HKAS 40 Transfers of Investment Property

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H
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Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

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

The new and amendments to HKFRSs have been applied in
accordance with the relevant transition provisions in the respective
standards and amendments which result in changes in accounting
policies, amounts reported and/or disclosures as described below.

IMPACTS AND CHANGES IN ACCOUNTING POLICIES
OF APPLICATION ON HKFRS 15 “REVENUE FROM
CONTRACTS WITH CUSTOMERS”

The Group has applied HKFRS 15 for the first time in the current
interim period. HKFRS 15 superseded HKAS 18 “Revenue”, HKAS
11 “Construction Contracts” and the related interpretations.

The Group recognises revenue mainly from the following major
sources:

o construction and operation of wastewater treatment
facilities; and
o biomass power generation business.

The Group has applied HKFRS 15 retrospectively with the
cumulative effect of initially applying this standard recognised at
the date of initial application, 1 January 2018. Any difference at
the date of initial application is recognised in the opening retained
profits (or other components of equity, as appropriate) and
comparative information has not been restated. Furthermore, in
accordance with the transition provisions in HKFRS 15, the Group
has elected to apply the standard retrospectively only to contracts
that are not completed as at 1 January 2018. Accordingly, certain
comparative information may not be comparable as comparative
information was prepared under HKAS 18 “Revenue” and HKAS 11
“Construction Contracts” and the related interpretations.
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Notes to the Condensed Interim Financial Information

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES
OF APPLICATION ON HKFRS 15 “REVENUE FROM
CONTRACTS WITH CUSTOMERS” (Cont’d)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 15

Under HKFRS 15, the Group 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.

A performance obligation represents a good and service (or a
bundle of goods or services) that is distinct or a series of distinct
goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over
time by reference to the progress towards complete satisfaction of
the relevant performance obligation if one of the following criteria is
met:

° the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the Group
performs;

° the Group’s performance creates and enhances an asset

that the customer controls as the Group performs; or

o the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to
date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

A contract liability represents the Group’s obligation to transfer
goods or services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the
customer.
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Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)
EXISTENCE OF SIGNIFICANT FINANCING COMPONENT

In determining the transaction price, the Group adjusts the
promised amount of consideration for the effects of the time value
of money if the timing of payments agreed (either explicitly or
implicitly) provides the customer or the Group with a significant
benefit of financing the transfer of goods or services to the
customer. In those circumstances, the contract contains a
significant financing component. A significant financing component
may exist regardless of whether the promise of financing is explicitly
stated in the contract or implied by the payment terms agreed to
by the parties to the contract.

For contracts where the period between payment and transfer of
the associated goods or services is less than one year, the Group
applies the practical expedient of not adjusting the transaction price
for any significant financing component.

SUMMARY OF EFFECTS ARISING FROM INITIAL APPLICATION
OF HKFRS 15

The application of the HKFRS 15 has no significant impact on the
timing and amounts of revenue in the current interim period and
retained profits at 1 January 2018.

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”

In the current period, the Group has applied HKFRS 9 “Financial
Instruments” and the related consequential amendments to
other HKFRSs. HKFRS 9 introduces new requirements for 1) the
classification and measurement of financial assets and financial
liabilities, 2) expected credit losses (“ECL”) for financial assets and
other items (for example, financial guarantee contracts) and 3)
general hedge accounting.

ELL ENVIRONMENTAL HOLDINGS LIMITED
2018 Interim Report

FESTBR ()
FEEXHERR

REEXZER  WATFER
5 fn AR (A am AR R S A TR
FR)BEZNRAEBRTFL XK
AEETRERBE N - QIR
SENSBEERENTENHE
BEAGZRETSHE - RZFBER
T AHEBAEEAREKD - T
MmN A KR AR 25805 K97]
#0731 5E B 321 16 KBS U B B K
# o ARTPHATEEEARENKD

AR E MRS S EE R
HE LR —FNAaNME - A&
Bt EREABEXD ERTH
ERHENEHEETTX

BREREBYBHRELERES
REEZTERNE

EREBMBRELERNFE 1557 L
A AR A Was Ko — T — \F
—A—HHRBENZEHRE NS
BIGELEATE -

EREEMBBEEANE MR &
MIR|ZEHBRRCEREH

RAHE NEBECEBELYH
BREENESR[EMTA] &
Hit & B #HE2EREENE
JRIERIAR - BB mE LT
RO EREERERBEND
BLFE QeREENRHEMIA
BMEMEEER(EREES
B\l (PInmERREH) R3)—
RRETFERTSIAFRE ©



Notes to the Condensed Interim Financial Information

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”
(Cont’d)

The Group has applied HKFRS 9 in accordance with the transition
provisions set out in HKFRS 9. i.e. applied the classification and
measurement requirements (including impairment) retrospectively to
instruments that have not been derecognised as at 1 January 2018
(date of initial application) and has not applied the requirements to
instruments that have already been derecognised as at 1 January
2018. The difference between carrying amounts as at 31 December
2017 and the carrying amounts as at 1 January 2018 are
recognised in the opening retained profits and other components of
equity, without restating comparative information.

Accordingly, certain comparative information may not be
comparable as comparative information was prepared under HKAS
39 “Financial Instruments: Recognition and Measurement”.

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 9

Classification and measurement of financial assets

Trade receivables arising from construction and operation of
wastewater treatment facilities and biomass power generation
business are initially measured in accordance with HKFRS 15.

All recognised financial assets that are within the scope of HKFRS
9 are subsequently measured at amortised cost or fair value,
including unlisted equity investments measured at cost less
impairment under HKAS 39.
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30 June 2018 —F—/NFNA=4+H

3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”
(Cont’d)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 9 (Cont’d)

Classification and measurement of financial assets (Cont’d)

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

° the financial asset is held within a business model whose
objective is to hold financial assets in order to collect
contractual cash flows; and

° the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are
subsequently measured at fair value through other comprehensive
income (“FVTOCI”):

° the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash
flows and selling the financial assets; and

o the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair value
through profit or loss (“FVTPL”), except that at the date of initial
application/initial recognition of a financial asset the Group may
irrevocably elect to present subsequent changes in fair value of
an equity investment in other comprehensive income (“OCI”) if
that equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business combination
to which HKFRS 3 “Business Combinations” applies.
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Notes to the Condensed Interim Financial Information

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”
(Cont’d)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 9 (Cont’d)

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at
amortised cost or FVTOCI or designated as FVTOCI are measured
at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of
each reporting period, with any fair value gains or losses recognised
in profit or loss. The net gain or loss recognised in profit or loss
excludes any dividend or interest earned on the financial asset and
is included in the “other income” line item.

The directors of the Company reviewed and assessed the Group’s
financial assets as at 1 January 2018 based on the facts and
circumstances that existed at that date. Changes in classification
and measurement on the Group’s financial assets and the impacts
thereof are detailed below.

Impairment under ECL model

The Group recognises a loss allowance for ECL on financial
assets which are subject to impairment under HKFRS 9 (including
trade and other receivables). The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents that ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL”) represents the portion of
lifetime ECL that is expected to result from default events that are
possible within 12 months after the reporting date. Assessments
are done based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future
conditions.
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30 June 2018 —F—/NFNA=4+H

3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”
(Cont’d)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 9 (Cont’d)

Impairment under ECL model (Cont’d)

The Group always recognises lifetime ECL for trade receivables.
The ECL on these assets are assessed individually for debtors with
significant balances and/or collectively using a provision matrix with
appropriate groupings.

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant
increase in credit risk since initial recognition, the Group recognises
lifetime ECL. The assessment of whether lifetime ECL should be
recognised is based on significant increases in the likelihood or risk
of a default occurring since initial recognition.

Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with
the risk of a default occurring on the financial instrument as at the
date of initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information that is
reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or
effort.

In particular, the following information is taken into account when
assessing whether credit risk has increased significantly:

° an actual or expected significant deterioration in the financial
instrument’s external (if available) or internal credit rating;

° significant deterioration in external market indicators of credit
risk, e.g. a significant increase in the credit spread, the credit
default swap prices for the debtor;
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Notes to the Condensed Interim Financial Information

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”
(Cont’d)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 9 (Cont’d)

Significant increase in credit risk (Cont’d)

° existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant
decrease in the debtor’s ability to meet its debt obligations;

o an actual or expected significant deterioration in the
operating results of the debtor;

o an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk has increased significantly since initial
recognition when contractual payments are more than 60 days past
due, unless the Group has reasonable and supportable information
that demonstrates otherwise.

The Group considers that default has occurred when the instrument
is more than 90 days past due unless the Group has reasonable
and supportable information to demonstrate that a more lagging
default criterion is more appropriate.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted
by forward-looking information.

Generally, the ECL is estimated as the difference between all
contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects to
receive, discounted at the effective interest rate determined at initial
recognition.

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H

FREHBR(F)

ERERMBHEENEOR &
MIAIZEHBRRCERSH
(#)

FERB R BEHREEDEIREN
S BERNEE2E (&)

. B eEREHBAEER
TERE N RIE T 75
MBREERRANERE K
TERIE RIS

. BEBEALEHXENER X
TEHRFRE =L

° EYEBAEREBEE
K%TM%@WA&#
EERFMRENER S
TEERRYE R THES) -

N L R4 2 AR - A&
@%?3\7% fid & #IF 5 zﬁﬁﬁtﬂ%
- Rl E s MR A REER
E?ﬁ%ﬁa‘bﬂ ﬁ%iEZIS;‘%Iﬁ(:.\i%
ARz EHBRABEMIBER

AREERR i TABHEE0
R REED  RIFAKESR
/—\EEHTSH%Z%W#E%EHE%?&
MENGERESE

BRI ERIR 5T 2 K IER

BHEEBERZAERENH
T BUOBBRMENRERERR
J8) K2 #ER 2 NE - BRI R
FEHBRZHE T ERESL
IRIRATE M ERHERE -

—imE - FEHEEBBIIRIR
BEANENAEBZEENE
i//|bgéﬁi$'§lﬁﬁﬁ”&ﬁ¥2ﬁﬁﬁ
imu%ZFﬁm%ﬁE(TﬁzmﬁL\wa
BEEZAUMNEELIR) 5t o

BERRERARAH
—E-\PHRE

&7



38

Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”
(Cont’d)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 9 (Cont’d)

Measurement and recognition of ECL (Cont’d)

Interest income is calculated based on the gross carrying amount
of the financial asset unless the financial asset is credit impaired, in
which case interest income is calculated based on amortised cost
of the financial asset.

The Group recognises an impairment gain or loss in profit or loss
for all financial instruments by adjusting their carrying amount,
with the exception of trade receivables where the corresponding
adjustment is recognised through a loss allowance account.

As at 1 January 2018, the directors of the Company reviewed and
assessed the Group’s existing financial assets for impairment using
reasonable and supportable information that is available without
undue cost or effort in accordance with the requirements of HKFRS
9. The results of the assessment and the impact thereof are
detailed below.
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Notes to the Condensed Interim Financial Information
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30 June 2018 —F—/NFNA=4+H

PRINCIPAL ACCOUNTING POLICIES (Cont’d) 3. EEEHBR(HE)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF FERAEEMBREENERI &
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS” MIRIZEHBRFERED
(Cont’d) (#)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM FERERMBEREEAEIHFEE
APPLICATION OF HKFRS 9 (Cont’d) SITBERNEEEH (F)
Summary of effects arising from initial application of HKFRS 9 BHXEFAE B BHHREERE IR

ELZZEME

The table below illustrates the classification and measurement TRINRERBEEVBRELE
(including impairment) of financial assets and financial liabilities and A OZIEHEEBELRRNE
other items subject to ECL under HKFRS 9 at the date of initial BEE SRBEREMERR
application, 1 January 2018. VRERBH-_TE—-—NF—H—

BRDBRLAE(BIERE)BER

Financial

assets

at FVTOCI

required by

HKFRS 9

BERMBWE

Available- RIS 95%#RE 2
for-sale FBEMEE R
investments AR EFER

AEfHERE TRVEE
HK$'000 HK$’000
FAT FAT
Closing balance at R=-ZE2—tF+=-A=+—H
31 December 2017 HHAR &8k
— HKAS 39 — BBETTERIE 9% 10,311 -
Effect arising from NKRERERBMERE
initial application HREOFEENTE .
of HKFRS 9:
Reclassification ENSE
From available-for-sale B HERE ()
investments (note) (10,311) 10,311
Opening balance at 1 January 2018 RZZE—)\F—H—BHYEER — 10,311

BRAREREARAT 5o
i o
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3.

PRINCIPAL ACCOUNTING POLICIES (Cont’d)

IMPACTS AND CHANGES IN ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 9 “FINANCIAL INSTRUMENTS”
(Cont’d)

KEY CHANGES IN ACCOUNTING POLICIES RESULTING FROM
APPLICATION OF HKFRS 9 (Cont’d)

Summary of effects arising from initial application of HKFRS 9

(Cont’d)
Note:
(@) Available-for-sale investments

At the date of initial application of HKFRS 9, the Group’s debt
investment of HK$10,311,000 were reclassified from available-for-sale
investments to financial assets at FVTOCI. No adjustment was made to
retained profits as at 1 January 2018.

Impairment under ECL model

The Group applies the HKFRS 9 simplified approach to measure ECL
which uses a lifetime ECL for all trade receivables. To measure the
ECL, trade receivables have been grouped based on shared credit risk
characteristics.

Loss allowances for other financial assets at amortised cost mainly
comprise of bank balances are measured on 12m ECL basis and there
had been no significant increase in credit risk since initial recognition.

The application of the HKFRS 9 has no significant impact on the
provision of impairment of financial assets in the current interim period
and retained profits at 1 January 2018.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d) 3. EErBE(HE)
IMPACTS ON OPENING CONDENSED CONSOLIDATED ERAFRAEFITENHAMERE
STATEMENT OF FINANCIAL POSITION ARISING FROM SRBERARMRE
THE APPLICATION OF ALL NEW STANDARDS
31 December 1 January
2017 2018
(Audited) (Restated)
—E—+F HKFRS 9 —E-N\F
+-A=+—8H BB E® —B—H
(&%) HEAFEIR (BE7H)
HK$’000 HK$’000 HK$’000
FHET THEIT FERT
Non-current assets FREBEE
Available-for-sale investments A ERE 10,311 (10,311) —
Financial assets at fair value FEREMEEK
through other comprehensive income — #HIE AR B E
e RVEE - 10,311 10,311
Others with no adjustments HAn I P EEAIE B 482,562 — 482,562
492,873 — 492,873
Current assets RBEE
Others with no adjustments H b I A IE B 136,055 — 136,055
Current liabilities REEE
Others with no adjustments HAn bt A FAEAIE B 55,749 - 55,749
80,306 — 80,306
Non-current liabilities kRBEE
Others with no adjustments HAn I PR IR B 51,357 — 51,357
521,822 — 521,822
Capital and reserves ERR #E
Share capital LN 111 — 111
Reserves (et 492 687 — 492 687
Equity attributable to owners ZAYNEIE PPN
of the Company M 492,798 - 492,798
Non-controlling interests FEVERR A RS 29,024 — 29,024
Total equity EsmE 521,822 - 501,822
BRRFEZRERLT
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fE A P HA B I E LB =t
30 June 2018 —E—/VFNH=4+H
4, REVENUE 4, EXIA

Six months ended 30 June

BEAA=THLEAEA

2018 2017
—E-N\F —E—+F
(Unaudited) (Unaudited)
(REEEZ) (REgE=Z)
HK$’000 HK$'000
FERT FAT
Revenue =E1ON
Construction services ERARTE 12,352 —
Wastewater treatment facility VKR IR R A B AR TS
operation services 10,874 17,415
Imputed interest income on ARISFFRTRE L HE T FEURIE
receivables under service HHEERSMA
concession arrangements 6,499 7,612
Sales of electricity generated HELEVMERERESL
from biomass power plants HE 11,872 11,267
41,597 36,294
5. SEGMENT INFORMATION 5. SPEH
The Group is engaged in the construction and operation of REBUYEEEREETKER
wastewater treatment facilities and biomass power generation BIEAREMEEEER - 2]
business. Information reported to the Group’s chief operating TAREBFZELERKRA(BIBIT
decision maker (i.e. the executive Directors) for the purposes of BF) MERERD IR NMKIF
resource allocation and assessment of performance is focused on HMZANBEHEREEANEIR
geographical locations of its manpower and customers, including LEEFMMMEMNE  BIEEHE -
Hong Kong, the People’s Republic of China (the “PRC”) and the REAREMBE(HR]) KEE
Republic of Indonesia (“Indonesia’). JefaZ EAME ([ENE]) °
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SEGMENT INFORMATION (Cont’d) 5. SEBEE(HE)
SEGMENT REVENUE AND RESULTS S EBA B S
The following is an analysis of the Group’s revenue and results by REBZRAZHRIEED T E D
reportable and operating segments: ZWAREBEATAT -
Six months ended 30 June 2018 BE-Z—-NFEXA=1+HILR
&R
Hong Kong the PRC Indonesia Total
BB H 1) =1 et
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEX) (REEX) (REEX) (REBER)
HK$’000 HK$’000 HK$°000 HK$’000
FET THERT FHET FHET
Results ES
Segment revenue SEUA - 29,725 11,872 41,597
Segment (loss) profit 7B (&8 ) & T (6,724) 9,565 (9,777) (6,936)
Unallocated expenses KA ERX
Administrative expenses  TTEFX (12)
Impairment loss on EEREEE
goodwill (38,536)
Loss before tax BRAT AR 18 (45,484)
Six months ended 30 June 2017 BE-Z—tH&ARA=TAHLR
A
Hong Kong the PRC Indonesia Total
B H Eife HEt
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEEZ) (RE&EZ) (REEEZ) (REEEZ)
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHET
Results B4
Segment revenue 7 EA — 25,027 11,267 36,294
Segment (loss) profit & (E518) )& A (6,411) 8,765 (6,548) (4,194)
Unallocated expenses K2 BRI
Administrative expenses 1T X (13)
Loss before tax BR7% A ES 1B (4,207)
BEERERERLT
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30 June 2018 —F—/NFNA=4+H

5. SEGMENT INFORMATION (Cont’d)
SEGMENT REVENUE AND RESULTS (Cont’d)

There were no inter-segment sales for both periods.

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

Revenues from customers contributing over 10% of the Group’s
revenue for the six months ended 30 June 2018 and 2017 are as
follows:

SWRE(#)
S BT B 4R (48)
PE SRS 5 BPRISHE o

R 2HmEAAE D BBATELE
BIMNBEP

BE-T—\FR-T—t&FX
A=+RAIEAMEA - EAREEY
A10% A EBEFRAMT *

Six months ended 30 June
BEAB=1THIEAEAR

2018 2017

—E-N\F —E—+F

(Unaudited) (Unaudited)

(REEZ) (REEEZ)

HK$’000 HK$’000

FH&T FHT

Customer A from the PRC segment RS EHES A 5,025 5,015
Customer B from the PRC segment RS EEFEB 24,700 20,012
Customer C from the Indonesia segment ENJE D 38&F C 11,872 11,267
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30 June 2018 —F—/NFNA=4+H

OTHER INCOME AND OTHER GAINS Hbig A B H bl &
30 June 30 June
2018 2017
—E-N\F ZT—tF
~A=+H NA=1H
(Unaudited) (Unaudited)
(REFEZX) (REEZ)
HK$’000 HK$'000
FEx FET
Bank interest income RITHBEHA 417 44
Interest income from financial assets FREM 2 EWESIRA
through other comprehensive CREE/TIHEE
income/available-for-sale investments & &I F] B U A 209 255
Gain on disposal of HEAHHERE
available-for-sale investments FU = - 417
Foreign exchange gain, net SN 55 5 RE - 76
Refund of value-added tax HET R 1,289 2,279
Government grant (note) BRT A Bh (P EE) 1,416 —
Others HAth 16 384
3,347 3,455

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 30 June 2018.

FINANCE COSTS

Mt - BLEMRERIIEGIIFHE M
BUFEIHB - R =T —\FXA
=T RBMEERZFEPNART
BRAGIT SR E A -

Ly 2% 3

Six months ended 30 June

BEAA=THIEAEA

2018 2017

—E-NEF —E—+tF

(Unaudited) (Unaudited)

(REEX) (REEEZ)

HK$’000 HK$’000

FET FA&T

Interest on bank borrowings RITIERAFLE 585 559
Increase in discounted amounts of FR A By AR 1 22 AE

provision for major overhauls arising K E RIS
from the passage of time FIALER & REIE AN 236 208
821 767
BERERERARAT

T N\ H#H®RE
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Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

8. LOSS BEFORE TAX

8.

FRIZAIESIR

Six months ended 30 June

BEAA=THLEAEA

2018 2017
—E-N\F —E—+F
(Unaudited) (Unaudited)
(REEZR) (REgE=Z)
HK$’000 HK$'000
FET FAT
Loss before tax has been arrived BR7% AT ES 1B
at after charging (crediting): BBk (BEA) -
Employee benefit expense EEBARX
(including Directors’ remuneration): (BREFEMS) :
Salaries and other benefits e kEMAET 9,019 7,706
Pension scheme contributions (note) RIS FHEIE KR (FEE) 967 768
Share-based payments BRI BT HR - 38
9,986 8,512
Cost of construction services SRR IRTEA AN 9,831 —
Cost of wastewater treatment facilites it 5 /KRR R i
operation services rendered BB RRASACA 10,033 16,172
Cost of power plant operation BB BN 15,017 16,374
Cost of inventories recognised as BRAAXNFERA
expenses 9,287 9,897
Depreciation of property, plant Y% - BEMERETE
and equipment 6,145 6,196
Gain on disposal of available-for-sale HER N ERE WS
investments — (417)
Foreign exchange loss (gain), net L EE (Kas) - TR 4,388 (76)
Provision for major overhauls BRRIEREE 1,694 683

Note:

Fi3

RZE-—NFARA=ZTH KEEHE
AR DR K FEHR RS R IR
BRER(BE—T—LFRA=ZTAHL
NEA &) -

As at 30 June 2018, the Group had no forfeited contributions available to
reduce its contributions to the pension scheme in future years (six months
ended 30 June 2017: nil).
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10.

Notes to the Condensed Interim Financial Information

INCOME TAX EXPENSE

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

No provision for Hong Kong profits tax had been made as the
Group did not generate any assessable profits arising in Hong
Kong during the Period (six months ended 30 June 2017: nil).

No provision for Indonesian income tax had been made as the
Group did not generate any assessable profits arising in Indonesia
during the Period (six months ended 30 June 2017: nil).

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

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H

FRiSIRBASL

REFMSHENEABREZES
(TRBREXES ) WER R
B AREHBERHERSE MK
J& B LB B M AT FRISH ©

HRAREAHEHLTEREBE
EEFA AT RS - BB ERT IR
FENGHBR(BE-_T—tF
NA=THIERER : &) -

HRAREAHELERHNEE
AR AR RR A - BT IR
EEmGHEE (B2 —tF
NA=ZTHIERER : &) -

TEMEREBEREARAL
1 PR B8 ) B /B8 2 B P 3 A I 4R
BIAERE PSR R MR DI EE
MEBEMEHEMEDL

Six months ended 30 June
BEAA=1THIAEA

2018 2017
—E-NHF —E—+F
(Unaudited) (Unaudited)
(REER) (REEZ)
HK$’000 HK$’000
T FHET

Current — PRC BIH — R
— Charge for the period BN 1,556 1,959
Deferred tax IEFEFR IR 439 207
Total tax charge for the period BRI Y H 4R % 1,995 2,166

DIVIDEND

No interim dividend in respect of the six months ended 30 June
2018 has been proposed by the Board (six months ended 30 June
2017: nil).

R

ExgTEAMBEE_T-N\F
NAZ=1 B ENEA R A H R
BEE_Z—TFRA=THL
NER ) o

BERRERARAH
T N\ H#H®RE
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Notes to the Condensed Interim Financial Information

f27 BA P HA B A E R BT R
30 June 2018 —F—/NFNA=4+H
11. LOSS PER SHARE

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

11.

BRBR

ARRRBREEFRERNET
BENETEER T8

30 June 30 June
2018 2017
—E-N\F Tt F
ANA=1H NA=1H
(Unaudited) (Unaudited)
(REEZR) (REgEZ)
HK$’000 HK$’'000
FH&T FH&T
Loss for the purposes MERERREE
of basic and diluted EEmE 2 BE -
loss per share, being B EIHA A
loss for the period FE(SEANES 1B
attributable to owners
of the Company (46,865) (6,240)
Number of shares
RGEE
30 June 30 June
2018 2017
B N\E i
ANA=1H NA=1H
(Unaudited) (Unaudited)
(REEZR) (REeE=Z)
’000 000
TR Fix
Number of ordinary shares REREENEZ
for the purpose of loss per share TmAREE 1,111,000 1,111,000

The computation of the diluted loss per share for the six months
ended 30 June 2018 and 2017 does not take into account the
exercise of any of the Company’s options by the holder because
the exercise price of those options was higher than the average
market price of the shares of the Company for the six months
ended 30 June 2018 and 2017.
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12.

13.

Notes to the Condensed Interim Financial Information

PROPERTY, PLANT AND EQUIPMENT

During the Period, the Group incurred HK$680,000 (six months
ended 30 June 2017: HK$1,579,000) on the acquisition of items of
property, plant and equipment.

RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H

12. Y% - BERS®E

KA NEBHEBEWE -
5= & 3% 18 B 754 680,000,87C
(HzZZ—+FA=1TH8I~
@A : 1,579,000 7T) °

13. BREBFERHFETHEKRR
|

30 June 30 June

2018 2017

—2-N\F —FtF

ANA=1H NA=1H

(Unaudited) (Unaudited)

(REEEZ) (REEEZ)

HK$’000 HK$’000

THExT FA&T

Receivables under service PRAGHFET L HE T /Y

concession arrangements JE W IR 330,558 319,129
Portion classified as current assets DI EREEERNID (27,585) (28,970)
Portion classified as non-current assets 948 &3E V& E M 20 302,973 290,159

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

RBEHR REXRAHYER
TSR eT R LB N I WA A BR iR

the end of the reporting period: DT
30 June 31 December
2018 2017
—E-N\F —T—+tF
ANB=+H +=ZA=+—H
(Unaudited) (Audited)
(REEX) (Fe&z)
HK$’000 HK$’000
THExT FHET

Billed: ERAEERE
Within 3 months 31 AR 13,983 12,243
4 to 6 months 4Z61{EA 3,720 7,341
17,703 19,584
Not yet billed AR AR 312,855 299,545
330,558 319,129
BRRFEZRERLT

T N\ H#H®RE
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Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

14. GOODWILL 14. W8
HK$’'000
FAT
COST R
At 31 December 2016 and 1 January 2017 RZZE—R"F+=—A=+—H
k=—F—+F—H—AH 85,699
Exchange adjustments bE H FA R 299
At 31 December 2017 RZT—+F+-A=+—H 85,998
Exchange adjustments PE H 7R (4,128)
At 30 June 2018 R-ZE-N\EXA=1+H 81,870
IMPAIRMENT B
At 31 December 2016 and 1 January 2017 RZZE—R"F+=-A=+—H
k=F—+F—H—H —
Impairment loss recognised EHERREEE 43,863
Exchange adjustments bE H AR (107)
At 31 December 2017 R-E—+F+-_A=+—H 43,756
Impairment loss recognised R BIEEE 38,536
Exchange adjustments PE X AR (2,190)
At 30 June 2018 RZE-N\FEXA=1+H 80,102
CARRYING VALUES BREA
At 30 June 2018 RZE—N\EFEXB=1H 1,768
At 31 December 2017 R-E—+F+-_A=+—H 42,242

Particulars regarding impairment testing on goodwill are disclosed

in note 15.

The amount represents goodwill arising on the acquisition of Weal

Union Limited and its subsidiary (the “Weal Union Group”) on 21
October 2016. The recoverable amount of this cash generating unit
(“CGU”) 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 in the provision of electricity services
and the management’s expectations for the market development.
The detailed assumptions are set out in note 15.
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15.

Notes to the Condensed Interim Financial Information

IMPAIRMENT TESTING ON GOODWILL

For the purposes of impairment testing, goodwill with indefinite
useful live set out in note 14 has been allocated to only one CGU,
comprising one subsidiary in the investment holding and one
subsidiary in the biomass power generation business. The carrying
amount of goodwill (net of accumulated impairment losses) as at
30 June 2018 allocated to this unit is set out in note 14.

During the Period, the Group recognised an impairment loss of
HK$38,536,000 (2017: HK$43,863,000) in relation to goodwill
arising on acquisition of Weal Union Group. The biomass power
plant of the Group in Indonesia (“Biomass Plant”) had yet to reach
their expected utilisation rate. Taking into consideration that (i) the
electricity grid construction by the government to connect the
South Sumatra region, where the Biomass Plant was located, and
the North Sumatra region, where the demand of electricity is higher,
had been aborted, and (i) the 10-year forecast of electricity growth
rate in Sumatra, Indonesia, where the Biomass Plant is located,
as published by the Ministry of Energy and Mineral Resources
in the first quarter of 2018 had dropped to 9.1% from 11.2% as
published in the first quarter of 2017, it is expected that the growth
of electricity demand will slow down. Therefore, the expected
utilisation growth rate of the Biomass Plant in near term is lowered.
There is also no clarity as to when or whether the aforesaid
infrastructure will resume and when the local economy will start
to improve. Accordingly, the valuation of Weal Union Group, and
hence the recoverable amount of the goodwill, is impaired due to
the lower growth rate and delay in the realisation of the expected
return.

15.

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H
7 2 ik Y B

RETRENR M 14mEA
EERECAFHNOHELHEE
m—-——EReELSEML BEK
EREERERH —ENE R A
RAUEEYEBEEEGH — AN
BRAR - AZE—N\F A=
B SEZELHEMNEEEREE
(BB RHBEEBE) SERMET
14

RAHR - A& Bt W B &
SEEANDERRRESE
38,536,000 (= F — £ F -
43,863,000/ 7T ) ° 7~ & & 7£ £
EMEMERER(EYWELE
1) MARERHEFBHAAR - &
BE| () BEATEERR - AT ES
A (EYEREHATEME) &
HMZEEIEB(AREMNAES
R)EENEEEREWP L K
(NEERMEEERIBNR_Z—N
FE—FERM2OEEHIZEE
S(EYEREHAMEHE)NE
NEEREAOFHBEANR T —+
FE—FTERAMHI12%%E =
91%  HHB HFZRKIER B SR
e At RERNEMEEEMm
RIEHFAEREREE T B
AN BT bt B AR T A2 {n)
R EDEMEREZARE K
ERREMABTE - Bt BE
EEMNHELREENAIKRE 2
AREERERBHLOREEE
WA o
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T N\ H#H®RE
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Notes to the Condensed Interim Financial Information

7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

15.

IMPAIRMENT TESTING ON GOODWILL (Cont’d)

The recoverable amount of Weal Union Group has been
determined on the basis of value in use calculations which use
cash flow projections based on financial budgets approved by the
management. According to HKAS 36, the recoverable amount is
defined as the higher of an asset’s or CGU’s fair value less costs
of disposal and its value in use. When there is no basis for making
a reliable estimate of the price at which an orderly transaction to
sell the asset would take place between market participants at
the measurement date under current market conditions, value-
in- use approach is a possible way to estimate the recoverable
amount. Given that there is no or limited recent transaction with
similar business as Weal Union Group observed, the management
believes that it is more appropriate to adopt value-in-use of Weal
Union Group for the impairment test. In view of the above, when
preparing the cash flow projects for the impairment assessment
of goodwill as at 30 June 2018, certain assumptions in the cash
flow projections (such as utilisation rate and unit price) during the
budget period are adjusted. Expected cash inflows/outflows have
been adjusted based on (i) an annual sales growth rate of 26.8%
(2017: 37.5%), a gross margin of 42.7% (2017: 43.6%), and
earnings before interest, tax, depreciation and amortization margin
of 35.1% (2017: 36.9%), each for a 5-year forecast period, (i) a
discount rate of 18.4% (2017: 18.2%), and (i) a long term growth
rate of 5% (2017: 5%) for extrapolating the cash flows beyond
the 5-year forecast period. The adjustments were made based
on the performance of the Biomass Plant for the Period and the
management’s expectations for the market development. The long-
term growth rate was estimated based on the relevant industry
growth forecasts and does not exceed the average long-term
growth rate for the relevant industry.

ELL ENVIRONMENTAL HOLDINGS LIMITED
2018 Interim Report

15.

T 2 (E A (AF)

BEEEMTRE S EEIREE
REEEETE  ZBHEFEH
TEREREMMEZMBEE
miﬁﬁmuifg/ﬁu *EFE%;/%EE-I_
AERNZE36 - ATREERETEE
REENRSELEBEMNAR

RN EKAREFREBEME R
ZEEE - ML EEELMA] 5
HEMIB2EEERITTRA TR
FTERHAREETAEFRSHE
BEMNER  AFEREBERMR
A ESENTITER - ER
MHE 2R B R AT BRI/
BREUNEBEEBR ZEBHR
% ’ EIEHUE??NF@RT%EEE@
FREBEETREIARRE
B R b REARZ
T N\EXA=ZTHBERET
HHIR S RETERE - BEHH
WERBTAME T BRFZ (FInF)
FARNENER)EITHAE - F8H
iﬁ%mbk/ﬁlbﬂj E*ET’FTEJ /R
ETHAE (S EAFBEERYH
M FEHEERE268%(=ZF
—+tF :37.5%) EFNEALA2.7%
(ZZ—+H%F : 43.6%) MEFINE
MR FER351% (—F—+
F 1 36.9%) ; (i) IR T 18.4% (=
T—+4F :18.2%) : M(i)HFFE
%ﬁgﬂféiﬁi/}mgfﬁy@ Eﬁﬂiﬁ
EE5%(ZF—+HF :5%) ° #f
B ARIE £ W) E 3 B AN HifE A
FAREREHMSER A
T ZREERETIENAER
TEMEEEANGER - BT HEA
R TERM R RE o



Notes to the Condensed Interim Financial Information

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H

16. AVAILABLE-FOR-SALE INVESTMENTS/FINANCIAL 16. FAIHHERE EBHEME

ASSETS AT FAIR VALUE THROUGH OTHER HEkSRAREFENER
COMPREHENSIVE INCOME gE
30 June 31 December
2018 2017
—E-N\F —T—+F
~A=1+H +=—A=1+—H
(Unaudited) (Audited)
(REEX) (Fe&z)
HK$°000 HK$'000
FET FA&T
Non-current JERNHA
Listed debt securities classified DERAMEHEREN
as available-for-sale investments, EHERES  BARE
at fair value - 10,311
Non-current JERNHA
Listed debt securities classified DERFBEMPENER
as financial assets at fair value BARBEENEREE
through other comprehensive income ~ HI_E M {EE % 2,579 —
During the period, the gross gain in respect of the Group’s listed debt HA - ASEREMEEWE
securities classified as financial assets at fair value through other NERHEBEMEEBRER
comprehensive income recognised in other comprehensive income REFENERMEEMNRKZL
amounted to approximately HK$180,000 (six months ended 30 180,000 T (BHE2—E—+tF
June 2017: listed debt securities classified as available-for-sale ANAZTHIEAER: REME
investments, at fair value recognised in other comprehensive ﬁﬁﬂimﬁ@wﬁﬁ’\*ﬁﬁjf k=
expense amounted to approximately HK$17,000), of which no RENLEMEBES  ZRFE
gain (six months ended 30 June 2017: gain of HK$417,000) was #717,000%87T) - EH A BRI A UL
reclassified from other comprehensive income to profit or loss for w(HE_Z—+tFA=1+HL
the period. B A ¢ Uk 417,000 5T) T E

Hihz WA EHDEEE -
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7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

17. TRADE RECEIVABLES 17. BHEKRIA
30 June 31 December
2018 2017
—E-)N\F —E—+F
~A=1+H +=—A=+—H
(Unaudited) (Audited)
(RBEZ) (feE=%)
HK$’000 HK$'000
FHET FA&T
Trade receivables B S FE 5,013 6,284

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

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

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

BHRYGRANRERARIZER
BHSIRZ Rl DT A0 T

30 June 31 December

2018 2017

—B-N\F —T— L

~A=+1+H +—-A=+—~H

(Unaudited) (Audited)

(REEEX) (f8&E%)

HK$°000 HK$'000

FTHET FET

0-30 days 0&£30H 2,768 3,901
31-60 days 31E260H 28 2,383
Over 60 days HiE60 B 2,217 —
5,013 6,284

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

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H

18. PREPAYMENTS AND OTHER RECEIVABLES 18. FMfMIREREMEKRIA
30 June 31 December
2018 2017
—E-N\F —T—+F
ANA=t+H +=—A=+—H
(Unaudited) (Audited)
(REER) (JeE%)
HK$’000 HK$’000
THET FHET
Consideration receivable (note) FEUARAE (FTEE) 60,600 60,600
Other receivables H th W K IE 2,819 1,711
Other debtors, deposits and HAth EUNBRIE
prepayments & MIARFRIE 17,155 2,083
80,574 64,394
Note: The balance represents the consideration receivable for the disposal MisE : ZAERELE BB ATNE
of a subsidiary. It is unsecured, non-interest bearing and repayable WARAE - ZRIBAEER - &
according to the agreements entered by the Group and an independent BUWERASEE-—RBIE=H
third party. AR ER -
TRADE PAYABLES 19. BHEFAREA

19.

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

RBESHRIZEZBHMA25H
B I ENFIAENRE DT

30 June 31 December

2018 2017

—E-N\F T —+F

AA=+H +=—A=+—~H

(Unaudited) (Audited)

(REEEX) (Fez==%)

HK$’000 HK$’000

FET FAT

0-60 days 0&60H 3,442 2,705
61-90 days 61290 H 2,298 1,321
Over 90 days 3B 90 H 2,378 5,287
8,118 9,313

Included in the Group’s trade payable are construction retention
payable of HK$1,208,000 (31 December 2017: HK$2,201,000)

AEEESENFIEREIZEN
RE£1,2080008 T(—F—+
F+-A=+—H 2,201,000/
JL) °
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7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

20. BANK BORROWINGS 20. RITHEH
30 June 31 December
2018 2017
—E-)N\F —E—+F
AEB=+H +-A=t+—~
(Unaudited) (Audited)
(REEZ) (JeE|iZ)
HK$’000 HK$’000
F#&T FET
On demand or within one year BERHE—FA 30,240 30,240
In the second year F_F 2,240 2,240
In the third to fifth years inclusive F-FEERF
(BREEEMF) 4,480 6,720
36,960 39,200
Less: Amount due within one year B —F AR SIE
shown under current liabilities MENBEE IR (30,240) (30,240)
Amount due after one year — 1R I ERFIR 6,720 8,960
Current-unsecured BHER — =i 30,240 30,240
30,240 30,240
Non-current-unsecured FEBNHR — MK 6,720 8,960
36,960 39,200
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Notes to the Condensed Interim Financial Information

1 B mp A B B B R B RE

30 June 2018 —F—/NFNA=4+H

20. BANK BORROWINGS (Cont’d) 20. SRITIEM(#H)
Carrying amount
BREE
30 June 31 December
2018 2017
—E-N\F —E—+F
Effective AA=tH t—A=1+—H
interest rate (Unaudited) (Audited)
BRR= (REEER) (Fe&iz)
HK$’000 HK$’000
THExT FHEIT
Floating-rate borrowing: BN RETK
Unsecured HK$ bank borrowing EARIE TTIRITER 2.35% 28,000 28,000
Unsecured United States dollars IR ETTIRITIE N
bank borrowing 3.24% 8,960 11,200
Total bank borrowings SRITE %A 36,960 39,200
21. SHARE CAPITAL 21. BK*&E
30 June 31 December
2018 2017
—E-NHF —E—+F
~A=+H +=ZH=+—H
(Unaudited) (Audited)
(REEER) (& Z)
HK$’000 HK$’000
FHET FHEIT
Authorised: JEIE ¢
3,800,000,000 ordinary shares 3,800,000,000 B &% m{E
of HK$0.0001 each 0.0001 B LA E B 380 380
Issued and fully paid: BEITRAR
1,111,000,000 ordinary shares 1,111,000,000 & &I 1A
of HK$0.0001 each 0.0001 B LAY E B 111 111

BRAREREARAT g
i o
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7 B mp H B 7S S L B R

30 June 2018 —F—/NFNA=4+H

22.

RELATED PARTY TRANSACTIONS

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

On 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 six months ended 30
June 2018 was HK$1,459,000 (six months ended 30 June 2017:
HK$1,608,000).

There is no amount due to Dragonfield at the end of the reporting
period.
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Notes to the Condensed Interim Financial Information

FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS

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

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

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

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

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

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

23. &MIAMXSREEEHF)

INSTRUMENTS (Cont’d)
FAIR VALUE OF THE GROUP’S FINANCIAL ASSETS AND BREEEELUAREBEMENFE
FINANCIAL LIABILITIES THAT ARE MEASURED AT FAIR EemEEREMARBORE
VALUE ON A RECURRING BASIS (Cont’d) (%)
Fair value Valuation techniques
Financial assets/financial liabilities Fair value as at Hierarchy and key inputs
SREE/ SRAE RUTBHZARE AREER RERTREEGAEE
30.06.2018 31.12.2017
—E-\E “E—tF
~A=tA +=A=1+—H
1) Listed debt securities classified as - Asset Level 1 Quoted market price
available-for-sale investments — HK$10,311,000 E—# TERE
AEATHHEREN EMEBES BE
—10,311,000/87T
2) Listed debt securities classified as Asset — Level 1 Quoted market price
financial assets at fair value through — HK$2,579,000 F—1K THRE
other comprehensive income EE
PERBREMEENERAR — 2,579,000 7T
AENEREEN LTEBES
The Directors consider that the carrying amounts of financial assets BEERR NEREEMBERE
and financial liabilities recorded at amortised cost in the condensed REEKAAERNESREERS

consolidated financial statements approximate their fair values.

BREMNREEEEARERS

There were no transfers between Level 1 and Level 2 and no HAE - RBE_RHABRET
transfers into or out of Level 3 during the period.

24. APPROVAL OF THE CONDENSED INTERIM

FINANCIAL INFORMATION

R B BEAREHE =R -

24. MEARRAMBEREHEDLE

The unaudited condensed interim financial information was RECEZEATRHYEERER
approved by the board of directors on 24 August 2018.
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