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Dear Shareholders,

On behalf of the board of directors (the “Directors”) (the “Board”)
of ELL Environmental Holdings Limited (“ELL Environmental” or the
“Company”, together with its subsidiaries, the “Group”), | am pleased
to present the annual report for the year ended 31 December 2014.

Marking a significant milestone of the Group, ELL Environmental’s
listing on The Stock Exchange of Hong Kong Limited on 26 September
2014 brought the Group into a new stage of development. The listing
not only provides strong capital support for our future development and
enhances our competitive edge but also creates a better platform for
the sustainability of our business development.

The 12th Five-Year Plan of the government of the People’s Republic
of China (the “PRC”) encourages development on green environment.
With increased public awareness of environmental protection, the
central government has responded with the promulgation of new
polices on environmental protection related businesses, with particular
emphasis on water pollution and inadequate water resources. After
the promulgation of “Action Plan on Prevention and Control of Air
Pollution”, the long-awaited “Action Plan on Prevention and Control
of Water Pollution” is expected to be announced in near future. This
new policy is commonly expected to lead to an upward adjustment
of water tariff and investment of RMB2,000 billion in the market,
bringing tremendous business potentials to water utilities industry. The
management believes, as the PRC government demostrates increased
attention to environmental protection, the industry and the Group will
enjoy more opportunities for expansion and development.

Currently, ELL Environmental has three wastewater treatment facilities
in Jiangsu Province, the PRC, namely, the Haian Hengfa Facility, the
Rugao Hengfa Facility and the Rugao Honghao Facility. These facilities
have a total maximum capacity of more than 80,000 tonnes per day.
The completion of the upgrade works of the Haian Hengfa Facility and
the Rugao Hengfa Facility will be a significant growth driver for the
Group in 2015. The Group is now negotiating with the local government
about the water tariff adjustment. The water tariff is expected to enjoy a
reasonable increment after the completion of the upgrade works of the
two facilities.
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Chairman’s Statement

ERE|E

Looking ahead, ELL Environmental will be committed to developing
the wastewater treatment industry in Jiangsu Province. Leveraging
our enriched experience, familiarity with Jiangsu market and well-
established relationship with the local government authorities, the
Group will strive for more wastewater treatment projects to consolidate
our position in Jiangsu market and maintain sustainable development.
Currently, the Group is seeking for other wastewater treatment projects
with an aim of further expanding the business. As an environmentally
friendly enterprise, the Group will not rule out the possibility of
developing other green business apart from wastewater treatment. We
shall also keep an eye on any overseas opportunities.

Last but not least, | would like to express my gratitude to the
continuous support of all the shareholders, investors and clients on
behalf of the Board. The Group’s management team and all staff
members will strive for obtaining more wastewater treatment projects
and maintaining steady business development so as to achieve
attractive and stable returns for our shareholders.

Chau On Ta Yuen
Chairman

Hong Kong, 18 March 2015
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Management Discussions and Analysis

BUSINESS REVIEW AND FUTURE DEVELOPMENT

On 26 September 2014, ELL Environmental Holdings Limited (“ELL
Environmental”, the “Company” together with its subsidiaries, the
“Group”) embarked on an important milestone through its listing on
The Stock Exchange of Hong Kong Limited. Stepping onto the stage
of international capital market, ELL Environmental is expected to have
more opportunities with increased access to funding and capital. The
Group will utilise its competitive edge in order to further reinforce its
market position.

We, ELL Environmental, are a wastewater treatment services provider
with three wastewater treatment facilities in Jiangsu Province, the
People’s Republic of China (“PRC”). We offer a one-stop approach
to the provision of wastewater treatment services using the “Build-
Operate-Transfer” or “BOT” model. We cover the whole spectrum of
activities from the design of wastewater treatment facilities, through the
procurement of suitable equipment and materials, to the supervision of
their construction as well as the on-going operation and maintenance
of the facilities throughout long-term concession periods. We currently
have three wastewater treatment facilities, including one in Haian
County, namely the Haian Hengfa Facility, and two in Rugao Economic
and Technological Development Zone (the “Rugao ETDZ”), namely
the Rugao Hengfa Facility and the Rugao Honghao Facility. The daily
wastewater treatment combined capacities of the three facilities are
about 40,000 tonnes, 40,000 tonnes and 3,500 tonnes respectively. The
Group is negotiating with the local government to adjust the water tariff.
We expect to see a reasonable increment to our water tariff after the
completion of the upgrade works of the Haian Hengfa Facility and the
Rugao Hengfa Facility. In addition, the productivity of Rugao Honghao
Facility will further increase to strengthen the project capability of the
Group.

A fire accident occurred on the first floor of the Rugao Honghao Facility
on 4 December 2014. The repair of the facility was completed on
18 December 2014 and its operation resumed on 22 December 2014.
The fire accident had not resulted in any loss of revenue during the
period in which the operations of the Rugao Honghao Facility were
suspended. The Fire Accident did not have any material impact on the
operational and financial results of the Company for the year ended
31 December 2014. The Company has reviewed and updated its
existing fire prevention policies and emergency procedures, and has
enhanced communication with its employees to promote fire safety
awareness to prevent occurrence of similar incidents.
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Management Discussions and Analysis
BEENWED M

As at 31 December 2014 and the date of this report, we have not
completed the environmental inspection and acceptance procedures
for the Rugao Honghao Facility and have not obtained the pollutants
discharge permit for such facility. Based on our communication with
the relevant authorities in the Rugao ETDZ, we expect to complete the
environmental inspection and acceptance procedures and obtain the
pollutants discharge permit for the Rugao Honghao Facility around
June 2015 at the earliest. We had applied and the relevant authorities in
Rugao ETDZ had approved the further extension of the trial operation
period of the Rugao Honghao Facility to September 2015. The
Company will continue to update the shareholders of the Company on
the above matters in the next interim report.

We completed an offering of 200,000,000 ordinary shares of
HK$0.0001 each in the Company (the “Shares”) at an offer price of
HK$0.55 per offer Share on 26 September 2014 (the “Share Offer”).
The net proceeds received by the Company from the Share Offer,
after deducting the relevant underwriting commissions and other
related listing expenses payable by the Company, was approximately
HK$77.6 million. The net proceeds is intended to be applied in a
manner consistent with that in the Company’s prospectus issued on 12
September 2014.

The PRC government’s continuous promotion of urbanisation, the
increasing awareness towards water pollution among the Chinese
community, together with the inadequate wastewater treatment
capacities in the country lay strong foundation for the long-term
growth potential for the wastewater treatment industry in the PRC.
Moreover, the long-awaited “Action Plan on Prevention and Control of
Water Pollution” is expected to be promulgated soon and the industry
envisages approximately RMB2,000 billion of investment will be made
to develop the sector. Under these favourable policies, we expect the
water utilities industry to continue to grow steadily.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Management Discussions and Analysis

Going forward, the wastewater treatment industry in Jiangsu Province
remains to be our development focus. The Group will continue to adopt
the BOT model to provide wastewater treatment services to maintain
satisfactory business performance. With our long accumulated
experience, established network and relationships in Jiangsu Province,
and proficient and effective project capability, our management believes
that the Company possesses unique business strengths to ensure
sustainable development of the Group. The Group is also considering
opportunities to develop more wastewater treatment projects and is
evaluating the possibility to expand into other green businesses. We
will adopt a strict and disciplined approach when pursuing any new
opportunities. In addition to applying our careful project selection
criteria, which take into account key factors such as profitability,
growth potential and technical requirements, we will ensure that (i) we
will only pursue such opportunities if they are in the best interest of the
shareholders of the Company, and (ii) we have or are able to employ
the necessary personnel with the appropriate experience and expertise
to execute the projects. As at 31 December 2014 and the date of this
report, we had not identified any potential opportunities for tendering or
for acquisition.

FINANCIAL REVIEW

Revenue

Our total revenue increased by approximately 30.9% to approximately
HK$85.2 million for the year ended 31 December 2014 from
approximately HK$65.1 million for the preceding year, of which revenue
excluding the imputed interest income increased to approximately
HK$70.7 million for the year ended 31 December 2014 from
approximately HK$51.5 million for the preceding year. The increase
in revenue was primarily attributable to (i) the increased total volume
of wastewater treated, and (ii) the recognition of construction revenue
as a result of the upgrade works of the Haian Hengfa Facility and
improvement works of the Rugao Hengfa Facility which amounted
to approximately HK$13.2 million and HK$3.5 million, respectively,
while no construction revenue was recognised for the year ended
31 December 2013. The Group has only one reportable operating
segment which is the construction and operation of wastewater
treatment facilities.
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Management Discussions and Analysis
BEENWED M

Cost of sales

Our total cost of sales increased by approximately 136.1% to
approximately HK$37.2 million for the year ended 31 December 2014
from approximately HK$15.8 million for the preceding year primarily
due to (i) the incurrence of total construction costs of approximately
HK$14.7 million as a result of the upgrade works of the Haian Hengfa
Facility and the improvement works of the Rugao Hengfa Facility,
both commenced during the year ended 31 December 2014, while no
construction cost was incurred for the preceding year, (ii) an increase in
raw materials costs of approximately HK$1.8 million due to the increase
in chemicals used to treat the increased volume of wastewater, (iii) the
increase in overhead costs of approximately HK$2.7 million, which
was mostly attributable to the increased electricity consumption by the
Rugao Hengfa Facility to operate additional equipment and machinery
for treating the increased volume of wastewater, and (iv) an increase
in repair and maintenance costs of approximately HK$1.3 million for
replacing a number of obsolete parts in the Rugao Hengfa Facility and
Rugao Honghao Facility.

Gross profit and gross profit margin

Our gross profit decreased by approximately 2.8% to approximately
HK$48.0 million for the year ended 31 December 2014 from
approximately HK$49.3 million for the preceding year, primarily due
to the increase in our cost of sales mentioned above. As the gross
profit margins for the construction revenue of the upgrade works of
the Haian Hengfa Facility and the improvement works of the Rugao
Hengfa Facility (both commenced during the year ended 31 December
2014) are lower than the gross profit margins for the operation of our
wastewater treatment facilities, our gross profit margin decreased
to approximately 56.3% for the year ended 31 December 2014 from
approximately 75.8% for the preceding year.
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Management Discussions and Analysis

Administrative expenses

As a percentage of our revenue, our administrative expenses
represented approximately 7.0% and 36.2% for the year ended
31 December 2013 and 2014, respectively. Our administrative expenses
increased by approximately 5.8 times to approximately HK$30.8 million
for the year ended 31 December 2014 from approximately HK$4.5
million for the preceding year. The increase was primarily attributable
to (i) the professional fees of HK$20.1 million incurred in relation to the
listing of our Shares (the “Listing”) during the year ended 31 December
2014; and (ii) the increase of salaries and staff costs by approximately
349.8% to approximately HK$4.2 million for the year ended 31
December 2014 from approximately HK$0.9 million for the preceding
year due to the hiring of more employees, including senior personnel,
to manage our expanded operations and to prepare for the Listing.

Finance costs

Our finance costs decreased by approximately 53.0% to approximately
HK$1.2 million for the year ended 31 December 2014 from
approximately HK$2.5 million for the preceding year. The decrease in
finance costs was primarily attributable to the full repayment in October
2013 of the bank loan drawn down in October 2012.

Profit before tax

Our profit before tax decreased by 53.9% to HK$22.1 million for the
year ended 31 December 2014 from HK$48.0 million for the year ended
31 December 2013, primarily due to the factors mentioned above.
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Management Discussions and Analysis
BEENWED M

Income tax

Our income tax expense decreased by approximately 22.9% to
approximately HK$10.9 million for the year ended 31 December
2014 from approximately HK$14.1 million for the preceding year.
The decrease was mainly attributable to (i) the preferential income
tax treatment obtained by the Haian Hengfa Facility and the Rugao
Hengfa Facility pursuant to which its income tax for the year ended 31
December 2014 was taxed at the taxable profit based on 90% of their
revenue generated for the year, and (i) the reversal of approximately
HK$0.4 million for the overprovision of withholding tax on the
distributable profits derived from Haian Hengfa Property Development
Limited (8% B 3% B % B PR 2 7)), the subsidiary that we deregistered
with effect from 6 June 2014. Notwithstanding the decrease of profit
before tax for the year ended 31 December 2014 by approximately
53.9% as compared with the preceding year, our income tax expense
decreased only by 22.9% as compared to the preceding year, as the
decrease in our profit before tax was mainly attributable to the net
effect of increase in professional fees in relation to the Listing in 2014,
which were not tax deductible, and the gain on deregistration of a
subsidiary in 2014 and the gain on bargain purchase of subsidiaries in
2013, both of which were not taxable.

Profit attributable to owners of the parent

Our profit attributable to owners of the parent decreased by
approximately 71.3% to approximately HK$9.3 million for the year
31 December 2014 from approximately HK$32.3 million for the
preceding year primarily due to (i) the substantial increase in our
administrative expenses, comprising mostly of the professional fees in
relation to the Listing, and (ii) the increase in our cost of sales, both as
discussed above.

Final dividend

The Board does not recommend the payment of any final dividend in
respect of the period from 25 February 2014 (date of incorporation of
the Company) to 31 December 2014.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Management Discussions and Analysis

Liquidity and financial resources

As at 31 December 2014, the net asset value of the Group was
approximately HK$364.8 million (2013: approximately HK$215.3
million) and the carrying amount of the Group’s cash and cash
equivalents was approximately HK$99.1 million (2013: HK$75.6
million). The increase in net asset value and cash and cash equivalent
of the Group was primarily due to the receipt of the net proceeds
from the Share Offer. As at 31 December 2014, the Group had net
current assets of approximately HK$117.2 million (2013: approximately
HK$51.7 million) and its current ratio increased from 1.6 times as at
31 December 2013 to 5.7 times as at 31 December 2014. Current ratio
is calculated by dividing current assets by current liabilities as at the
end of the year. The increase in the current ratio is primarily due to (i)
the prompt payment of wastewater treatment fees by our customers in
2014, which in turn reduced our receivables under service concession
arrangements as at 31 December 2014 as compared to that of
31 December 2013, and (ii) the settlement of the other payables and
accruals and an amount due to a related party.

As at 31 December 2014, the Group’s total bank loans amounted to
approximately HK$18.3 million (2013: approximately HK$17.6 million).

The Group’s gearing ratio is calculated by dividing total debt by total
equity and total debt is the sum of other payables and accruals, an
amount due to a related party, interest-bearing bank borrowings and
shareholders’ loans which represent payables of the Group incurred
out of the ordinary course of business. As at 31 December 2014,
our gearing ratio was 0.1 times (2013: 0.7 times). The decrease was
primarily due to (i) the increase in total equity as a result of the Share
Offer (ii) the settlement of the other payables and accruals and an
amount due to a related party, and (jii) capitalisation of shareholders’
loans in 2014.
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Management Discussions and Analysis
BEENWED M

Loans and borrowings

As at 31 December 2014, there was a bank loan of HK$9.8 million.
It was a five-year term loan and repayable on demand. It was
denominated in U.S. dollars with a floating interest rate at 1.25%
above the U.S. dollar prime rate per annum. As at 31 December
2014, it was secured by the wastewater treatment concession rights
of Rugao Hengfa Facility and Rugao Honghao Facility comprising
receivables under service concession rights of these two facilities. As
at 31 December 2013, this bank loan was also secured by personal
guarantees provided by Mr. Chan Kwan, Ms. Wong Shu Ying and
Mr. Chan Chun Keung and certain properties provided by Ms. Wong
Shu Ying and Mr. Chan Chun Keung. Mr. Chan Kwan is a director
and beneficial shareholder of the Company. Ms. Wong Shu Ying is
a beneficial shareholder of the Company and Mr. Chan Chun Keung
is a close family member of certain beneficial shareholders of the
Company. Such personal guarantees and charges on properties have
been released upon the Listing.

As at 31 December 2014, the Group had a three-year bank loan
of HK$8.6 million (2013: Nil) which was denominated in RMB with
a fixed interest rate at 6.77% per annum. This bank loan was
secured by the Group’s land use right and properties used in the
operation of Haian Hengfa Facility with a total construction cost
of HK$6.0 million which had been charged to the cost of sales
in the years of construction in prior years in accordance with
HK(IFRIC)-Int 12.

Capital expenditures

Our major capital expenditures consist primarily of expenditures to
upgrade and improve the Group’s wastewater treatment facilities.

For the year ended 31 December 2014, our capital expenditures
amounted to approximately HK$14.7 million. These capital expenditures
were funded by funds generated from our operating activities as well as
bank loans.
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Management Discussions and Analysis

Funding and treasury policies

Our principal liquidity and capital requirements primarily relate to
investments in our projects, construction of our wastewater treatment
facilities and purchases of equipment as well as costs and expenses
related to the operation and maintenance of our facilities. Historically,
we have met our capital expenditures, working capital and other
liquidity requirements principally from cash generated from our
operations, bank borrowings and shareholder’s loan/equity. Going
forward, we expect to fund our working capital, capital expenditures
and other capital requirements with a combination of various sources,
including but not limited to cash generated from our operations, bank
borrowings, the net proceeds from the Share Offer as well as other
external equity and debt financing. The Group’s objectives are to
maintain a prudent financial policy, to monitor liquidity ratios against
risk limits and to maintain contingency plan for funding to ensure that
the Group maintains sufficient cash to meet its liquidity requirements.

Foreign exchange risk

Individual companies within the Group have limited foreign currency
risk as most of the transactions are denominated and settled in
Renminbi. As of 31 December 2014, the Group did not have significant
foreign currency exposure from its operations. However, our
consolidated financial information is presented in Hong Kong dollars.
Any appreciation or depreciation of Hong Kong dollar against Renminbi
will affect our financial position and be reflected in the exchange
fluctuation reserve. The Group does not have a foreign currency
hedging policy. The Directors monitor the Group’s foreign exchange
fluctuation exposure closely and may, depending on the circumstances
and trend of foreign currency, consider adopting significant foreign
currency hedging policy in the future.

Contingent liabilities

As at 31 December 2014, the Group had no contingent liabilities.
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Management Discussions and Analysis
BIEEmE DT

Employee and remuneration policies

As at 31 December 2014, the Group had 75 employees (including the
Directors). Employee costs (including Directors’ emoluments) amounted
approximately to HK$8.3 million for the year ended 31 December 2014.
Our remuneration policy for the Directors and our senior management
members is based on their experience, level of responsibility, length of
service and general market conditions. Any discretionary bonus and
other merit payments are linked to the profit performance of the Group
and the individual performance of the Directors and senior management
members.

Material acquisitions and disposals

For the year ended 31 December 2014, the Group did not have any
material acquisitions and disposals of assets.
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Directors’ and Senior Management’s Biographical Details

Mr. Chau On Ta Yuen

Mr. Chau On Ta Yuen, aged 66, was appointed as a director of ELL
Environmental Holdings Limited (the “Company”) together with its
subsidiaries (the “Group”) on 18 March 2014 and was re-designated
as the chairman and an executive director of the Company on 5
September 2014. He has been the chairman of the nomination
committee of the Company’s board of directors (the “Board”) since
5 September 2014. Mr. Chau is mainly responsible for business
development and strategic formulation of the Group. He joined the
Group in December 2002 as a director of Everbest Water Treatment
Development Company Limited (“Everbest”), an indirect wholly-owned
subsidiary of the Company.

Mr. Chau obtained a bachelor’s degree in Chinese language and
literature from Xiamen University (B FJ X £) in China in August 1968.
He is currently a member of the 12th National Committee of the
Chinese People’s Political Consultative Conference (4 Bl A R BUA

=5&), a deputy officer of the Social and Legal Affairs Committee of
the Chinese People’s Political Consultative Conference (2B B iH &
M3%#lZ EE) and the vice chairman of the 9th board of directors of
the Hong Kong Federation of Fujian Associations (& &1@ 2t B S).
Mr. Chau was awarded the Bronze Bauhinia Star by the Hong Kong
government in 2010.

Mr. Chau has held directorship in various companies listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). Mr.
Chau has been an executive director of China Ocean Shipbuilding
Industry Group Limited (stock code: 651) since September 2007 and an
independent non-executive director of Redco Properties Group Limited
(stock code: 1622), Sumpo Food Holdings Limited (stock code: 1089),
Come Sure Group (Holdings) Limited (stock code: 794) and Good
Fellow Resources Holdings Limited (stock code: 109) since January
2014, December 2010, February 2009 and July 2007, respectively. Mr.
Chau had also been an executive director of Rosan Resources Holdings
Limited (stock code: 578) from March 2000 to November 2006, an
independent non-executive director of Hao Wen Holdings Limited (stock
code: 8019) from June 2003 to August 2009, and an independent non-
executive director of Buildmore International Limited (stock code: 108)
from December 2008 to September 2010. Mr. Chau is the father of Mr.
Chau Chi Yan Benny, a non-executive director of the Company.

Mr. Chau held 225,000,000 shares in the Company representing
approximately 28.13% of the issued share capital of the Company,
through Wealthy Sea Holdings Limited, which is 90%-owned by him
and 10% by his wife, within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong).
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Directors’ and Senior Management’s Biographical Details

EEREREEEZBAABE

Mr. Chan Kwan

Mr. Chan Kwan, aged 32, was appointed as a director of the Company
on 25 February 2014 and was re-designated as the chief executive
officer and an executive director of the Company on 5 September 2014.
He has been a member of the nomination committee of the Board since
5 September 2014. Mr. Chan is mainly responsible for all major affairs
of the Group, including project construction and operation, business
development, marketing and strategic formulation. Mr. Chan joined
the Group in March 2007 as a director of Everbest. Prior to joining the
Group, Mr. Chan was a database administrator at Panda Restaurant
Group, Inc. in Los Angeles, the United States, from February 2005 to
December 2006.

Mr. Chan obtained a bachelor’s degree in science from the lowa State
University of Science and Technology in the United States in December
2004. He is a member of the 11th Fujian Province Committee of the
Chinese People’s Political Consultative Conference (B A RBUAHE
SEBEEZEZET), a standing committee member of the 8th board of
directors of the Hong Kong Federation of Fujian Associations (& E1&#E
tLEE#E), the chief supervisor of the 9th Hong Kong Minxi Association
Ltd. (& & B 7 B =), the vice-president of the 10th Supervision
Committee of Lung Yen Residents Association of Hong Kong Limited
(BBEERME), and the vice-president of the Hong Kong Federation
of Overseas Chinese Youth Committee (FBZEFEAEE). Mr. Chan
is the elder brother of Mr. Chan Pak Lam Brian, a non-executive
director of the Company.

Mr. Chan held 20% interest in Everbest Environmental Investment
Limited, a controlling shareholder of the Company, which held
375,000,000 shares in the Company, representing approximately
46.88% of the issued share capital of the Company.
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Directors’ and Senior Management’s Biographical Details

Mr. Chan Pak Lam Brian

Mr. Chan Pak Lam Brian, aged 26, was appointed as a director of the
Company on 18 March 2014 and was re-designated as a non-executive
director of the Company on 5 September 2014. He has been a member
of the remuneration committee of the Board since 5 September 2014.
Mr. Chan obtained a bachelor’s degree in arts from Purdue University
in the United States in May 2011. Since March 2013, Mr. Chan has
been working as marketing and sales director at PT. Indoferro. He has
been involved in the business of the Group since September 2012
when he was appointed as a director of Exuberant Legacy Holdings
Ltd. (“Exuberant”), a company incorporated in Hong Kong, which
was intended by the then shareholders of Everbest to be used as the
holding company for the purpose of the listing the Group. While serving
as a director of Exuberant, Mr. Chan was involved in exploring business
opportunities in the environmental-related industry within the larger Asia
region and was also responsible for the setting up and maintenance
of the Company’s information technology system. Mr. Chan continued
to be involved in the Group’s business after he was appointed as a
Director on 18 March 2014. Mr. Chan is the younger brother of Mr.
Chan Kwan, an executive director and the chief executive officer of the
Company.
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Directors’ and Senior Management’s Biographical Details

EEREREEEZBAABE

Mr. Chau Chi Yan Benny

Mr. Chau Chi Yan Benny, aged 33, was appointed as a director of the
Company on 18 March 2014 and was re-designated as a non-executive
director of the Company on 5 September 2014. He has been a member
of the audit committee of the Board since 5 September 2014.

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

Mr. Chau is currently a consultant of Convoy Financial Services Limited.
He obtained a bachelor’s degree in arts from Manchester Metropolitan
University in the United Kingdom in September 2005. He is also
registered as a technical representative of the Professional Insurance
Brokers Association. Mr. Chau is the son of Mr. Chau On Ta Yuen, an
executive director of the Company and the chairman of the Board.
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Directors’ and Senior Management’s Biographical Details

Ms. Ng Chung Yan Linda

Ms Ng Chung Yan Linda, aged 39, was appointed as an independent
non-executive director of the Company on 5 September 2014. She has
been the chairman of the audit committee of the Board and a member
of each of the remuneration committee and nomination committee of
the Board since 5 September 2014.

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

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

EEREREEEZBAABE

Mr. Ng Man Kung

Mr. Ng Man Kung, aged 63, was appointed as an independent non-
executive director of the Company on 5 September 2014. He has been
the chairman of the remuneration committee and a member of each of
the audit committee and the nomination committee of the Board since
5 September 2014.

Mr. Ng has been a business consultant of China Orient Asset
Management (International) Holding Limited, a company principally
engaged in investment, since January 2014. He worked at Chiyu
Banking Corporation Ltd. from July 1969 to December 2012 and was a
chief executive from April 1992 to July 2012. Mr. Ng was an honorary
president of the 37th Chinese Bankers Club, Hong Kong, a member
of the Council of Hong Kong Polytechnic University from April 1999 to
March 2003 and a member of the 10th Fujian Province Committee of
the Chinese People’s Political Consultative Conference (FF B A R i
BB EREEEZESE). Mr. Ng completed an extension course in
banking at the Hong Kong Polytechnic University in September 1982.
Mr. Ng has also been an independent non-executive director of Fujian
Holdings Limited (stock code: 181) since June 2014.
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Directors’ and Senior Management’s Biographical Details

Mr. Sze Yeuk Lung Benedict

Mr. Sze Yeuk Lung Benedict, aged 44, was appointed as an
independent non-executive director of the Company on 5 September
2014. He has been a member of each of the audit committee,
remuneration committee and nomination committee of the Board since
5 September 2014.

Mr. Sze is currently the principal of Dacheng Law Offices. He obtained
a degree of juris doctor from the Southwestern University in the United
States in December 1999. Mr. Sze also obtained a master’s degree in
business administration and a bachelor’s degree in science from the
Loyola Marymount University in the United States in December 1993
and May 1992, respectively.

Mr. Sze is qualified as a lawyer in the United States, Hong Kong as
well as the People’s Republic of China (the “PRC”). In June 2000 he
was admitted to the practice of law in the State of California and in the
United States District Court of the Central District of California, and is
currently a member of the State Bar of California. In September 2001,
he was admitted to practise in the United States Court of Appeals for
the Ninth Circuit. In March 2004, he was admitted as a Solicitor to the
High Court of Hong Kong. In February 2008, he passed the National
Judicial Examination of the PRC and was granted qualification as a
legal professional by the Ministry of Justice in the PRC. In April 2014,
he was admitted to the Bar of the Supreme Court of the United States.

Mr. Sze is a member of the All-China Federation of Returned Overseas
Chinese (FE# 2B R B E B S 8) (the “ACFROC”), a member of the
legal advisory committee of the ACFROC (F ElfEi A ZBERZER), an
overseas legal adviser of the legal advisory committee of the ACFROC
in Jiangsu Province (71 % & 18 i 2 E BB £ & &), an overseas legal
adviser of the ACFROC in Zhejiang Province (#75I & {&8#), a member of
the 11th Fujian Committee of the Chinese People’s Political Consultative
Conference (TEIARBAH B ERREEEZES), alegal adviser of
the Sy Clan Association of HK Limited (& 8 i K & # &), a voluntary
legal adviser of the Hong Kong CPPCC of Fukien Province Members
Association (B E & M B Z ¥ 5HE), a voluntary legal adviser of the
Hong Kong Federation of Fujian Associations (B/&1221EE ) and a
voluntary legal adviser of the 15th board of Hong Kong Federation of Jin
Jiang Clans (EE &/ IRHNE).
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EEREREEEZBAABE

SENIOR MANAGEMENT

Mr. Lui Hin Weng Samuel

Mr. Lui Hin Weng Samuel, aged 40, joined our Group in December
2013 and was appointed as the chief financial officer of the Company
on 18 March 2014 and is mainly responsible for financial management
and reporting, investor relations, fund raising and capital management
of our Group. He assists the chief executive officer in our strategic
planning and business development and leveraging on his compliance
knowledge and experience gained from his prior practice and
involvement in accounting, private equity and investment banking,
and his previous role as chief financial officer, oversees the Group’s
compliance with applicable laws and regulations in Hong Kong and in
the PRC as our compliance officer.

Prior to joining the Group, Mr. Lui was a director within the private
equity funds business at Rockstead Capital Private Limited from
December 2011 to October 2013. Mr. Lui also served as the chief
financial officer at Feres Pte Ltd from July 2009 to May 2011, a director
at Merrill Lynch in Hong Kong and Singapore from May 2007 to May
2009, an assistant director of the financial sponsors group, Asia in
global clients at ABN AMRO Bank N.V., Hong Kong Branch from
September 2005 to April 2007, vice president at project finance and
advisory department at Societe Generale Asia Limited from July 2004
to August 2005, manager of project and export finance at HSBC from
May 2003 to July 2004, senior associate at Ernst & Young from May
2002 to May 2003, and senior at Arthur Andersen from September
1998 to January 2002.

Mr. Lui obtained a bachelor’s degree in accountancy from Nanyang
Technological University in Singapore in July 1998. Mr. Lui is a member
of the Institute of Singapore Chartered Accountants (previously known
as the Institute of Certified Public Accountants of Singapore) since
October 2002.
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Directors’ and Senior Management’s Biographical Details

Mr. Wang Zili

Mr. Wang Zili, aged 52, was appointed as the deputy general manager,
Haian Hengfa Facility on 18 March 2014. Mr. Wang joined the Group
in February 2005 and is mainly responsible for overseeing operational
matters related to the Haian Hengfa Facility. Prior to joining the Group,
Mr. Wang was vice chairman and general manager at Beijing Solar
Power Nutritious Engineering Development Co., Ltd. (1t RizE&EE T
2R BR/A 7)), a deputy general manager at National Youth Services
Centre (FE & D FHEIRIEH ) and a researcher at Zhuzhou Electric
Locomotive Research Institute (% & =B #k M & 5 # = #ff 32 Bx), and
worked at Shenzhen Recruitment Services Company (& JIl 1 A 7 AR
#% X 8). Mr. Wang obtained a bachelor’'s degree in engineering from
Dalian Railway Institute (K #3E22Fx ) (now known as Dalian Jiaotong
University (KERFEAZE)) in July 1983.

Mr. Zhou Yinbing

Mr. Zhou Yinbing, aged 37, was appointed as the deputy general
manager, Rugao Henga Facility on 18 March 2014 and is mainly
responsible for overseeing operational matters related to the Rugao
Hengfa Facility and the Rugao Honghao Facility of the Group. Mr.
Zhou joined the Group in February 2004. Prior to joining the Group, Mr.
Zhou worked at Nantong Feilong Towngas Fittings Factory (7 i 7 #€
12 R ER 1B B 3E MR) from September 1997 to February 2004, providing
technological support in the production department.

Mr. Zhou studied economics and management at the Party School of
the Jiangsu Provincial Committee of the Communist Party of China
(FFHSTI&H & ZERK) in July 2010, and obtained an associate degree
in business administration from the Open University of China (& &%
E R K &) in July 2006 as well as a diploma in applied electrical and
mechanical technology from Jiangsu Province Nantong School of
Agriculture CIE# BB R ZEZR) in June 1997. Mr. Zhou is qualified
as a wastewater treatment technological management administrator by
the Jiangsu Province Housing and Urban-Rural Development (T & & 1
E MR LEE) in December 2011, an engineer by Jiangsu Province
Environmental Protection Department (3L & & IR IR R F) in January
2008, a work safety administrator by Rugao Administration of Work
Safety (MEMEZ 24 EEEERERE) in June 2006.
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EEREREEEZBAABE

COMPANY SECRETARY

Mr. Kwok Siu Man

Mr. Kwok Siu Man, aged 56, was appointed as the company secretary
of the Company on 18 March 2014. Mr. Kwok is the head of corporate
secretarial in Boardroom Corporate Services (HK) Limited and a
director of Boardroom Share Registrars (HK) Limited, our Hong Kong
branch share registrar. Mr. Kwok has been a member of the Hong
Kong Securities and Investment Institute since April 1999. He has
also been a fellow of the Institute of Financial Accountants in England
since August 1996, The Hong Kong Institute of Chartered Secretaries
(“HKICS”) since August 1994, the Institute of Chartered Secretaries and
Administrators in England since October 1990, The Association of Hong
Kong Accountants since June 2014 and The Hong Kong Institute of
Directors since July 2014. He also possesses professional qualifications
in arbitration, tax, financial planning and human resource management.
He was the chief examiner of the “Corporate Secretaryship” module
of the HKICS and has served it as a council member for 18 years, the
maximum length of service that any HKICS member can serve. Mr.
Kwok completed the Common Professional Examination in England
and Wales and obtained a post-graduate diploma in laws from the
Manchester Metropolitan University in England in July 1998, and
obtained a bachelor’s degree of arts in accountancy and a professional
diploma in company secretaryship and administration, both from the
Hong Kong Polytechnic University, in November 1994 and November
1983 respectively.

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

The directors of the Company (the “Directors”) recognise the
importance of incorporating elements of good corporate governance
in the management structures and internal control procedures of the
Company and its subsidiaries (the “Group”) so as to achieve effective
accountability.

CORPORATE GOVERNANCE PRACTICES

As the Company’s shares were initially listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 26 September 2014 or, the Corporate Governance Code (the
“CG Code”) as contained in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”) was
not applicable to the Company for the period from 1 January 2014 to
25 September 2014, being the date immediately before the 26
September 2014 (the “Listing Date”). The Company applied the
principles and complied with all applicable code provisions as set out
in the CG Code during the period from the Listing Date to 31 December
2014 (the “Relevant Period”).

SECURITIES TRANSACTIONS BY DIRECTORS

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

Corporate Governance Report
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BOARD OF DIRECTORS

Responsibilities

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

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

Currently, the Board comprises the following seven Directors:

Executive Directors
Mr. Chau On Ta Yuen (Chairman)
Mr. Chan Kwan (Chief Executive Officer)

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

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

Mr. Ng Man Kung

Mr. Sze Yeuk Lung Benedict

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

Mr. Chau On Ta Yuen, the Chairman of the Board, is the father of Mr.
Chau Chi Yan Benny, a NED. He is also a substantial shareholder of the
Company. Mr. Chan Kwan, the Chief Executive Officer of the Company,
is the elder brother of Mr. Chan Pak Lam Brian, a NED. Mr. Chan Kwan
owns 20% of the issued shares of the controlling shareholder of the
Company. Save as aforesaid, there was no financial, business, family
or other material relationship among the Directors.

The two executive Directors are responsible for the leadership and
control of the Company and overseeing the Group’s businesses
development, strategic formulation and are collectively responsible for
promoting the success of the Company by directing and supervising its
affairs.
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The NEDs (including the INEDs) participate in the Board meetings to
bring in an independent judgment to bear on the issues of strategy,
policy, performance, accountability, resources, key appointments and
standards of conducts and scrutinize the Company’s performance
in achieving agreed corporate goals and objectives. They are also
responsible for ensuring a high standard of financial and other
mandatory reporting of the Board as well as providing a balance in
the Board in order to effectively exercise independent judgment on
the corporate actions of the Company so as to protect shareholders’
interest and the overall interest of the Group.

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

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

Directors’ Induction and Continuing Professional Development

Each newly appointed Director received formal, comprehensive and
tailored-made induction on the first occasion of his/her appointment
to ensure a proper understanding of the Company’s operations and
business and full awareness of the Director’s responsibilities under the
statues and common law, the Listing Rules, legal and other regulatory
requirements and the Company’s business and governance policies.
The Directors have attended training sessions on obligations, duties
and responsibilities of directors conducted by the Company’s Hong
Kong legal advisers. They understand their duties and responsibilities
as Directors.

The Company will from time to time provide briefings to all Directors
to develop and refresh the Directors’ duties and responsibilities. All
Directors are also encouraged to attend relevant training courses at
the Company’s expense and they have been requested to provide the
Company with their training records.

ELL ENVIRONMENTAL HOLDINGS LIMITED
Annual Report 2014

FUTES(BEBUFITES) A
ExEggs REBER HX-X
B BEd BR EEZAERTAE
AR B H B WFAERAQXFRN
BERMELCXEERREZRE - ®E
TEERRESSRUASEEZMBR
HtREER  YTRESSRRHETHE
B BREBITEHARQIREETE
KB H B - URERREZRAEE
Bt o

ARAREEPERZR ETRAURESR
E=BBEIFHITES - DBLFAT
EEMABALCESTHEABNED
=Zo2— UREDBE-EBIFHIT
EXAREEEXERN ST NARBET
BEEERAH -

EBUFHTESCRBLTRAUSE
BWBIFEARE MEBYMUETERX
FERIAZ -MEBSEH K®LHHE
HEXFEREAHIL BB IFY
TESHYABYMBECETT EMRAE
SABMRFIRERE IS °

EERARAARSEEERR

EMEEZESNEREIZARICE
EEEX  2EKREMA/EMKR2ZAE
A UERFESREERAAAE
BREBER A2 BFRESREE
BREBRE LR ZEREME
EREARECEERARAEBRE
EHE - EECSMARR 2B R ER
BEEERNEHESEY BEKSE
RUEFIRE - REANTHERESHRE
BEREE-

ARBABAEOERESRAGR - £
ESBUBRRTHRABEREE - K
MrsEZRESS MAERSEIRE -
ERRAQRAE  URKEADER
AR E IR -



Meetings of Board and Board Committees and Directors’
Attendance Records

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

Each of Ms. Judy Chan (“Ms. Chan”), Mr. Chan Kwan (the Chief
Executive Officer and an Executive Director) (“Mr. Chan”), Ms. Wong
Shu Ying (“Ms. Wong, the mother of Ms. Chan and Mr. Chan”),
Everbest Environmental Investment Limited (a company owned by Ms.
Wong, Ms. Chan and Mr. Chan as to 50%, 30% and 20%, respectively),
Mr. Chau On Ta Yuen (the Chairman and an Executive Director) (“Mr.
Chau) and Wealthy Sea Holdings Limited (a company owned 90% and
10% by Mr. Chau and his wife respectively) (collectively, the “Controlling
Shareholders”) executed a deed of non-competition (the “Deed of Non-
Competition”) in favour of the Group on 5 September 2014, pursuant
to which each of the Controlling Shareholders has unconditionally and
irrevocably agreed, undertaken to and covenanted with the Company
for itself and for the benefits of each other members of the Group)
that it/he/she would not, and would procure its/his/her associates
(other than members of the Group) not to directly or indirectly, either
on its/his/her own account or in conjunction with or on behalf of any
person, firm or company, among other things, carry on, participate or
be interested or engaged in or acquire or hold (in each case whether
as a shareholder, director, partner, agent, employee or otherwise, and
whether for profit, reward or otherwise) be involved in or undertake any
activity or business which competes or is likely to compete, directly
or indirectly, with the business of operating wastewater treatment
facilities in the People Republic of China (the “PRC”) by the Group
as described in the prospectus of the Company dated 12 September
2014 and any other business from time to time conducted, carried
on or contemplated to be carried on by any member of the Group
or in which any member of the Group is engaged or has invested or
which any member of the Group has otherwise publicly announced its
intention to enter into, engage in or invest in (whether as principal or
agent and whether undertaken directly or through any body corporate,
partnership, joint venture, or other contractual or other arrangement).
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In order to properly manage any potential or actual conflict of interests
between the Company and the Controlling Shareholders in relation to
the compliance and enforcement of the Deed of Non-Competition, the
Company has adopted the following measures:

(@

(b)

all INEDs will review, on an annual basis, the compliance with the
Deed of Non-Competition by the Controlling Shareholders;

the Company will disclose decisions on matters reviewed by the
INEDs relating to compliance and enforcement of the Deed of
Non-Competition by the Controlling Shareholders in the annual
reports of the Company;

in the event that connected transactions, if any, between the
Group and other business in which any of the Directors or their
respective associates has any interest are submitted to the
Board for consideration, the relevant interested Director will not
be counted in the quorum and will abstain from voting on such
matters, and majority votes by non-conflicted Directors are
required to decide on such connected transactions; and

pursuant to the CG Code and Corporate Governance Report set
out in appendix 14 to the Listing Rules, the Directors, including
the INEDs, will be able to seek independent professional advice in
appropriate circumstances at our Company’s cost.

The Directors consider that the above corporate governance measures
are sufficient to manage any potential conflict of interests between the
Controlling Shareholders and their respective associates and the Group
and to protect the interests of the Company’s shareholders and, in
particular, the minority shareholders.

Particulars of the above measures taken on or before the date of this
Annual Report are contained in the Directors Report.
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During the Relevant Period, no general meeting, meeting of the
Remuneration Committee and the Nomination Committee was held.
The table below sets out the number of meetings of the Board and
the Audit Committee, individual attendance by the Board and Audit
Committee members at these meetings during the Relevant Period:

RIEEEHIR  URMBITAE - HFMEE
ERREZEEEER . TRAIRE
HENESERESERTERZES
(ERZEENETEEZRY - 81
ExERZEENEHEREEEZ N
BR:

Number of Attendance/
Number of meetings

Name of Directors EEna
Executive Directors (the “ED”) HITES
Chau On Tai Yuen BAZER
Chan Kwan BRE

NEDs FHITES
Chan Pak Lam Brian BRAE AR
Chau Chi Yan Benny BEA
INEDs B FHITES
Ng Chung Yan Linda hER

Ng Man Kung RIH
Sze Yeuk Lung Benedict it EEE

Board Diversity Policy

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

policy.

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

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

BOARD COMMITTEES

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

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

Audit Committee

The Audit Committee was established on 5 September 2014 with
written terms of reference in compliance with the CG Code. It consists
of three INEDs, namely Ms. Ng Chung Yan Linda (Chairman), Mr. Ng
Man Kung and Mr. Sze Yeuk Lung Benedict and a NED, namely Mr.
Chau Chi Yan Benny.

The principal responsibilities of the Audit Committee include:

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

. reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards and discussion with the
external auditor the nature and scope of the audit and reporting
obligations before the audit commences;

. developing and implementing a policy on engaging an external
auditor to supply non-audit services and reporting to the Board,
identifying and making recommendations on any matters where
action or improvement is needed;
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discussing with the external auditor before the audit commences,
the nature and scope of the audit and reporting obligations;

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

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

reviewing and monitoring the integrity of the Company’s financial
statements and annual report and accounts, half-year report and,
reviewing significant financial reporting judgements contained in
them;

reviewing the Company’s financial controls, internal control and
risk management systems;

discussing the internal control system with management to ensure
that management has performed its duty to have an effective
internal control system;

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

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

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

reviewing the external auditor’s management letter, any
material queries raised by the auditor to management about the
accounting records, financial accounts or systems of control and
management’s response and ensuring that the Board will provide
a timely response to the issues raised in the external auditor’s
management letter; and

considering any other topics as defined by the Board.
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During the Relevant Period, two Audit Committee meetings were held
whereat the Audit Committee reviewed the unaudited financial results
of the Company for the six months ended 30 June 2014 and considered
the nature and scope of the audit of the financial statements of the
Company and its subsidiaries for the year ended 31 December 2014 (the
“Year”), respectively.

At its meeting held on 18 March 2015, the Audit Committee reviewed
the Company’s audited consolidated results for the Year, including
the accounting principles and practice adopted by the Group and
recommended to the Board for consideration the same and the re-
appointment of Ernst & Young, Certified Public Accountants as the
Company’s independent auditor at the forthcoming annual general
meeting of the Company to be held on 8 May 2015 (the “AGM”).

Remuneration Committee

The Board established a Remuneration Committee on 5 September
2014 with written terms of reference in compliance with the CG Code.
The Remuneration Committee consists of three INEDs, namely Mr. Ng
Man Kung, serving as the chairman, Ms. Ng Chung Yan Linda and Mr.
Sze Yeuk Lung Benedict, and a NED, namely Mr. Chan Pak Lam Brian.
The principal responsibilities of the Remuneration Committee include:

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

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

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

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

. considering salaries paid by comparable companies, time
commitment, responsibilities and employment conditions
elsewhere in the Group;
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reviewing and approving compensation payable to the executive
Directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

reviewing and approving compensation arrangements relating to
the dismissal or removal of Directors for misconduct to ensure
that they are consistent with contractual terms and are otherwise
reasonable and appropriate;

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

reviewing the Group’s policy on expense reimbursements for the
Directors and senior management.

During the Relevant Period, no Remuneration Committee meeting was

At its meeting held on 18 March 2015, the Remuneration Committee
reviewed and recommended to the Board for consideration certain
remuneration-related matters of the Directors.

Nomination Committee

The Nomination Committee was established on 5 September 2014 with
written terms of reference in compliance with the CG Code. It consists
of three INEDs, namely Ms. Ng Chung Yan Linda, Mr. Ng Man Kung
and Mr. Sze Yeuk Lung Benedict, and two EDs, namely Mr. Chau On
Ta Yuen and Mr. Chan Kwan with Mr. Chau On Ta Yuen serving as the
chairman. The principal responsibilities of the Nomination Committee
include:

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

identifying individuals suitably qualified to become Board
members and selecting or making recommendations to the Board
on the selection of individuals nhominated for directorships, with
due regard for the benefits of diversity on the Board;

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

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

During the Relevant Period, no Nomination Committee meeting was
held.

The Nomination Committee met on 18 March 2015 and recommended
to the Board for consideration the re-appointment of all the retiring
Directors as Directors at the forthcoming AGM.

Board’s Corporate Governance Functions

The Company has adopted the code provisions stated in the Corporate
Governance Code as set forth in Appendix 14 to the Listing Rules and
the Board is responsible for performing the corporate governance
functions of the Company. The Board has, amongst other matters,
reviewed this corporate governance report in discharge of its corporate
governance functions, ensuring compliance with the Listing Rules.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of the EDs has entered into a service contract with the Company,
pursuant to which they have agreed to act as EDs for an initial term of
three years with effect from 5 September 2014.

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

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

All the Directors, including the INEDs, are subject to retirement by
rotation and eligible for re-election in accordance with the Articles of
Association. At each AGM, one-third of the Directors for the time being
(or if their number is not three or a multiple of three, then the number
nearest to but not less than one-third) will retire from office by rotation
provided that every Director will be subject to retirement by rotation at
least once every three years. A retiring Director shall retain office until
the close of the meeting at which he retires and shall be eligible for re-
election thereat.
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The Board shall have power from time to time and at any time to
appoint any person as a Director either to fill a casual vacancy or as
an addition to the Board. Any Director so appointed shall hold office
only until the next following annual general meeting of the Company
and shall then be eligible for re-election at that meeting. The Company
may by ordinary resolution elect any person to be a Director either
to fill a casual vacancy or as an addition to the existing Directors in
general meetings. Any Director so appointed shall hold office only until
the next following annual general meeting of the Company and shall
then be eligible for re-election. According to code provision A.4.2 of
the CG Code, all Directors appointed to fill a casual vacancy should be
subject to election by the shareholders at the first general meeting after
appointment. However, the Director so appointed will retire at the first
general meeting after appointment in order to comply with the Listing
Rules. No general meeting of the Company had been held during the
Relevant Period.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Particulars of the Directors’ remuneration for the Year are set out in
note 8 to the consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of
the members of the senior management (other than the Directors and
the company secretary) whose particulars are contained in the section
headed “Directors’ and Senior Management’s Biographical Details” in
this annual report for the Year by band is set out below:
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40 ELL ENVIRONMENTAL HOLDINGS LIMITED
Annual Report 2014



INDEPENDENT AUDITORS’ REMUNERATION

For the Year, apart from the provision of annual audit services, Ernst &
Young, the Group’s independent auditors, also acted as the reporting
accountants of the Company in relation to the listing of the Company’s
800,000,000 issued ordinary shares of HK$0.0001 each on the Main
Board of the Stock Exchange on the Listing Date (the “Listing”).

In respect of the year ended 31 December 2014, the remuneration paid
and payable to the Company’s independent auditors, Ernst & Young, is
set out as below:

Audit service

Non-audit services:
Professional service fees in relation to

Initial public offering of the Company
Agreed-upon procedures on interim financial report
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

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

In addition, Ernst & Young has stated in the independent auditors’
report its reporting responsibility on the Company’s consolidated
financial statements for the Year.

INTERNAL CONTROL

It is the responsibility of the Board to ensure that the Company
maintains sound and effective internal controls to safeguard the
shareholders’ investment and the Group’s assets at all times. The
Company has adopted a series of internal control policies and
procedures designed to provide reasonable assurance for achieving
objectives including effective and efficient operations, reliable financial
reporting and compliance with applicable laws and regulations.

In order to maintain a sound internal control system and to prevent the
occurrence of non-compliance incidents in the future, the Company
has adopted the following measures:

Non-compliance in respect of PRC and Hong Kong corporate
procedures

The general and administration department (the “GA Department”)
prepares and maintains (i) a list of legal requirements that need to be
complied with, and (ii) a list of the required documentations that need
to be submitted or presented to the relevant government authorities
or shareholders for review and/or approvals for incorporating new
subsidiaries and maintaining existing subsidiaries.
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Non-compliance in respect of procurement, environmental
protection, labour and social security related regulations

(@)

The Company has established formal tendering procedures in
respect of the construction and procurement for all the Group’s
wastewater treatment facilities under which the selection and
engagement of contractors or suppliers for construction projects
or major procurement orders shall be conducted through
tendering.

The GA Department maintains a business unit establishment
checklist and a log for all licences, permits and certificates that
are necessary for the wastewater treatment operations for each of
the operating subsidiaries to monitor the existence and expiry of
such licences and certificates.

The GA Department maintains a log of all employees and their
wage levels to determine the amount payable by the Group for
their social security insurance and housing provident funds to
ensure prompt and full payment of such contributions.

Future lending to third parties and future borrowing

(@

The Company has adopted an internal policy that prohibits
lending of any amount by any of the PRC subsidiaries to any
person, including other members of the Group, the Controlling
Shareholders and other related parties.

All lending transactions by the Company and any of the non-PRC
subsidiaries shall be pre-approved by the compliance officer who
will seek external legal advice to approve only those transactions
that are legal and compliant under the applicable laws and
regulations.

The Company is establishing a system under which any subsidiary
in need of funds is required to make an application for borrowing
to chief accountant for review and approval, and such application
will need to be counter-approved by the compliance officer. The
finance department will monitor the fund flow of each subsidiary
on a monthly basis by reviewing the reports submitted by the
finance department of each subsidiary and cross-check the
balance set out in the monthly report against the balance at the
relevant bank account. This could help identify any suspicious
or non-approved lending transactions, in particular, any large
amount of money going out to other parties.
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Property related compliance issues

The GA Department maintains a list of required constructions permits,
construction work planning permits and building ownership certificates
that need to be obtained from the relevant government authorities. The
personnel of the engineering department must proceed to obtain the
required permits and certificates set out in the list before commencing
construction.

Other general measures for enhancing internal control and legal
compliance

To ensure on-going compliance with applicable laws and regulations,
the Company has retained King & Wood Mallesons as its PRC legal
advisers to advise the Company and provide the Directors and senior
management legal training annually on the legal and regulatory
requirements applicable to the operations and other compliance related
matters arising from the Company’s ordinary course of business in the
PRC after the Listing. The Company has also engaged Michael Tam &
Co. in association with Berwin Leighton Paisner (HK) LLP as its Hong
Kong legal advisers to advise the Company on application of Hong
Kong laws and regulations to the Group after the Listing. Further, the
Company has appointed Quam Capital Limited as the compliance
adviser to advise the Company on compliance matters in accordance
with Rule 3A.19 of the Listing Rules.

The Company has appointed Mr. Lui Hin Weng Samuel, the chief
financial officer of the Company (the “Chief Financial Officer”), as
the compliance officer to oversee the Group’s compliance with
applicable Hong Kong and PRC laws and regulations. With the help
of the Company’s compliance adviser and external legal advisers, the
compliance officer will conduct on-going assessments in response
to new legal and regulatory requirements, update compliance and
internal control procedures and oversee their implementation.
Before embarking on a new “Build — Operate — Transfer” project, the
compliance officer, with the assistance of legal advisers, will prepare a
report detailing all necessary licences, approvals and permits required
for conducting operations which will then be submitted to the Board
for consideration. The compliance officer will also compile and submit
a compliance report to the Board on a quarterly basis, highlighting any
material changes in the legal and regulatory requirements as advised
by the external counsels, any update, development or material issues
relevant to the compliance with the applicable laws and regulations,
including but not limited to the progress of the upgrade works of the
wastewater treatment facility operated by Haian Hengfa Wastewater
Treatment Company Limited, a non-wholly owned subsidiary of the
Company and the wastewater treatment facility operated by Rugao
Hengfa Water Treatment Company Limited, an indirect wholly-owned
subsidiary of the Company.
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Separately, during the Year the Company has engaged BDO Financial
Services Limited to perform an internal control review on the enhanced
internal control measures adopted by the Group to prevent future non-
compliance incidents.

Adequacy of enhanced internal control measures

Having considered the above, the Directors (including the INEDs)
consider that the enhanced internal control measures of the Company
are adequate and effective to ensure compliance with the applicable
legal and regulatory requirements.

COMPANY SECRETARY

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

As Mr. Kwok was first appointed as the company secretary of a
Hong Kong Hang Seng Index constituent stock company in 1991
and has been acting in such capacity for a number of other reputable
companies listed on the Stock Exchange at substantial times since
then, he is not required to have at least 15 hours of relevant continuous
professional development training in the Year under the Listing Rules.

SHAREHOLDERS’ RIGHTS

Procedures for Putting Forward Proposals at Shareholders’
Meetings

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

Corporate Governance Report

AN e
ERERRE

ARARAFERESTERESYE
BEARAT » HALEC REUA LU
IR RBERERBANERCAIE
I HEAETT BB BRI AR

FReABEFERNTRE

RERBU LR - EF(BEBUIFHT
ER)RARQBE MBI A IBEEIZ
RUNRBRERETERELEREER
E o

VAR

X EETHEE DHERZEDER
BEB)ERAA(ERE DRBER
2B - HREECREALARERE
B 2R EARAFRMESE TR
WERY - BLEERQAAWEBTHER
NABKRZEEAT RV BRERER
FERBEELE -

HRBELEFIR - N —FE-—RE
BELEEEAORROQXDEZEES
NAME WERETEBIM LT
Htt R BB QA RYPEEZBA
It WEARBELTRANRFRERE
D+ RPSEBREEERERE

AR R F

ERRAELREBZBNER

REAQNF 2ABRBTREAMAREASER
AMATRARAR L - BHE AR
HADRARRIBRRDRRRBF RS
FTREZBHFEHBE - AT BER
RAERT XFHENRREFHRRERI K
ENEF REEZIELEE -

BERBRRERERAF
2014 F 3§

45



46

Corporate Governance Report
TEERRE

Procedures for Shareholders to Convene an EGM
Article 12.3 of the Articles of Association stipulates that:

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

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

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

Procedures for Shareholders to Send Enquires to the Board

Shareholders may, at any time, direct questions, request for publicly
available information and provide comments and suggestions to the
Directors or management of the Company. Such questions, requests
and comments can be addressed to the Company by mail to Units 1-3,
11th Floor, Westlands Centre, 20 Westlands Road, Hong Kong or by
email to ell@tri-hk.com.

Shareholders should direct their questions about their shareholdings by
mail to the Company’s Hong Kong branch share registrar, Boardroom
Share Registrars (HK) Limited at 31st Floor 148 Electric Road, North
Point, Hong Kong, which has been appointed by the Company to deal
with Shareholders for share registration and related matters.
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COMMUNICATION WITH SHAREHOLDERS

The Company has adopted a Shareholders’ communication policy on
5 September 2014 with the objective of enhancing investor relations
and investors’ understanding of the Company’s business performance
and strategies.

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

CONSTITUTIONAL DOCUMENTS

Except for the adoption of new M&A by the Company to comply with
the applicable legal and regulatory requirements (including the Listing
Rules) on 5 September 2014 in anticipation of the Listing, there were
no changes in the constitutional documents of the Company during the
Year.

Pursuant to Rule 13.90 of the Listing Rules, the Company has posted
its M&A on the respective websites of the Stock Exchange and the
Company.
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The directors of ELL Environmental Holdings Limited (the “Company”
and the “Directors”, respectively) present their report and the audited
consolidated financial statements of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2014 (the
“Year”).

SHARE OFFER

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability on 25 February 2014. Pursuant to a
reorganisation to rationalise the group structure in preparation for
the listing of the issued ordinary shares of HK$0.0001 each (the
“Shares”) in the capital of the Company on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”
and the “Listing”, respectively), the Company became the holding
company of the Group. Details of the reorganisation are set out
in the “Reorganisation” paragraph in the section headed “History,
Reorganisation and Corporate Structure” of the Company’s prospectus
dated 12 September 2014 (the “Prospectus”). Following the offering of
200,000,000 Shares of the Company (the “Share Offer”), the Company
was listed on the Main Board of the Stock Exchange on 26 September
2014 (the “Listing Date”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries are the provision of wastewater
treatment services in Jiangsu Province, the People’s Republic of
China (the “PRC”). The principal activities and other particulars of
its subsidiaries are set out in note 15 to the consolidated financial
statements.
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RESULTS

The results of the Group for the Year and the state of affairs of the
Company and of the Group at that date are set out on pages 66 to 146
of the annual report.

DIVIDENDS

The board of Directors (the “Board”) does not recommend the payment
of any final dividend in respect of the Year.

FINANCIAL SUMMARY

A summary of the results for the year ended and the assets and
liabilities of the Group as at 31 December 2014 and for the past three
financial years are set out on pages 147 to 148 of this annual report.
This summary does not form part of the audited financial statements.

ANNUAL GENERAL MEETING

The annual general meeting of the Company (the “AGM”) is scheduled
to be held on Friday, 8 May 2015. A notice convening the AGM will
be issued and despatched to the shareholders of the Company (the
“Shareholders”) on 2 April 2015.

CLOSURE OF REGISTER OF MEMBERS

For determining the Shareholders’ entitlement to attend and vote at
the AGM, the register of members of the Company will be closed from
Wednesday, 6 May 2015 to Friday, 8 May 2015 (both days inclusive),
during which period no transfer of Shares will be effected. In order to
qualify for attending the AGM, all transfer documents accompanied
by the relevant share certificates must be lodged with the Company’s
Hong Kong branch share registrar, Boardroom Share Registrars (HK)
Limited, at 31/F., 148 Electric Road, North Point, Hong Kong for
registration not later than 4:30 p.m. on Tuesday, 5 May 2015.
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USE OF PROCEEDS FROM INITIAL PUBLIC OFFERING

Based on the offer price of HK$0.55 per offer Share and 200,000,000
new Shares offered by the Company, the net proceeds received by
the Company from the Share Offering, after deducting the relevant
underwriting commissions and other related listing expenses payable
by the Company, was approximately HK$77.6 million. The net
proceeds is intended to be applied in a manner consistent with that in
the Prospectus.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group for the Year are set out in note 14 to the consolidated financial
statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the articles of
association of the Company (the “Articles of Association”), or the laws
of the Cayman Islands, which would oblige the Company to offer new
shares on pro-rata basis to the existing Shareholders.

MAJOR CUSTOMERS AND SUPPLIERS

In the Year, the Group’s turnover was attributable to two customers
who are local government authorities. They jointly accounted for 100%
of the Group’s turnover, each of them accounting for 67.7% and 32.3%
of the Group’s turnover respectively. The percentage of purchases
attributable to the largest supplier and the five largest suppliers of the
Group accounted for 13.4% and 38.5% respectively.

None of the Directors or any of their close associates or any
Shareholders (which, to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any beneficial
interest in the Group’s five largest customers and suppliers.
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SHARE CAPITAL

Details of movements in the share capital of the Company during the
Year, together with the reasons therefor, are set out in note 24 to the
consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and the Group
during the Year are set out in note 25(b) to the consolidated financial
statements and in the consolidated statement of changes in equity on
page 69, respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

At 31 December 2014, the Company’s reserves available for distribution
to the Shareholders amounted to HK$211.7 million.

Under the Companies Law of the Cayman Islands, the share premium
account of the Company in the amount of HK$183.3 million may
be applied for paying distributions or dividends to the Shareholders
provided that immediately following the date on which the distribution
or dividend is proposed to be paid, the Company will be able to pay its
debts as they fall due in the ordinary course of business.
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DIRECTORS

The following are the Directors during the period between 25 February
2015, being the date of incorporation of the Company, and the date of
this report (the “Period”):

Executive Directors

CHAU On Ta Yuen (Chairman)N (appointed on 18 March 2014)

CHAN Kwan (Chief Executive Officer)N (appointed on 25 February 2014)

Non-Executive Directors (the “NEDs”)

CHAN Pak Lam Brian® (appointed on 18 March 2014)

CHAU Chi Yan Benny* (appointed on 18 March 2014)

Independent Non-executive Directors (the “INEDs”)

NG Chung Yan Linda"*N (appointed on 5 September 2014)
NG Man Kung""N (appointed on 5 September 2014)

SZE Yeuk Lung Benedict?™N (appointed on 5 September 2014)

A = member of audit committee of the Board (the “Audit Committee”)
R = member of remuneration committee of the Board
N = member of nomination committee of the Board

In accordance with Articles 16.2 and 16.3 of the Articles of Association,
Mr. Chau On Ta Yuen, Mr. Chan Pak Lam Brian, Mr. Chau Chi Yan
Benny, Ms. Ng Chung Yan Linda, Mr. Ng Man Kung and Mr. Sze Yeuk
Lung Benedict shall retire at the AGM and all of them, being eligible,
have offered themselves for re-election. In accordance with Article
16.18 of the Articles of Association, Mr. Chan Kwan will retire from
office by rotation and being eligible, has offered himself for re-election
at the forthcoming AGM.
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CONFIRMATION OF INDEPENDENCE OF INEDS

The Company has received from each of the INEDs, namely Ms. Ng
Chung Yan Linda, Mr. Ng Man Kung and Mr. Sze Yeuk Lung Benedict,
an annual written confirmation of his/her independence pursuant to
Rule 3.13 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”). At the date of this report, the Company
considers all of them to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHICAL
DETAILS

The biographical details of the Directors and the Senior Management
are set out on pages 17 to 26 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service contract with
the Company, pursuant to which each of them has agreed to act as an
Executive Director for an initial fixed term of three years with effect from
5 September 2014. The appointment of an Executive Director may be
terminated by giving of three months’ written notice by the Company to
the Executive Director or vice versa.

Pursuant to the appointment letter entered into between each of the
NEDs or INEDs with the Company, each of them has been appointed
for a term of three years commencing on 5 September 2014. The
appointment of a NED or an INED may be terminated by giving of three
months’ written notice by the Company to the NED concerned or INED
or vice versa.

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

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 32 to the financial statements, no director
of the Company had a material interest, either directly or indirectly, in
any contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the Period.
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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 eligible participants as incentives or rewards for their contribution or
potential contribution to the Group, the principal terms of which are set
out in section headed “Statutory and General Information — D. Share
Option Scheme” in Appendix IV to the Prospectus.

The Share Option Scheme took effect on 26 September 2014 and no
options have been granted, exercised, cancelled or lapsed since then
and there were no outstanding share options under the Share Option
Scheme as at 31 December 2014.

A summary of the Share Option Scheme is as follows:

()  Share option may be granted to any eligible participants being
any full-time or part-time employees, or potential employees,
executives or officers (including executive, non-executive and
independent non-executive Directors) of our Company or any of
its subsidiaries and any suppliers, customers, agents and advisers
who, in the sole opinion of the Board, will contribute or have
contributed to the Company and/or any of its subsidiaries.

(i)  The total number of the Shares available for issue under the
Share Option Scheme and any other share option schemes of the
Company may be granted is 80,000,000 shares representing 10%
of the issued share capital of the Company as at the date of this
annual report, excluding for this purpose the number of Shares
which would be issued on the exercise in full of the options
granted under the Share Option Scheme or any other schemes of
the Company but not cancelled, lapsed or exercised.

(i)  The maximum entitlement of each eligible participant under the
Share Option Scheme is subject to Rule 17.03 of the Listing
Rules.
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(iv)

(vii)

Each of the grantees to whom an options has been grated under
the Share Option Scheme shall be entitled to exercise his option
in the following manner:

(@ up to 33% of the Shares that are subject to the option so
granted shall be exercised at any time during the period
commencing from the first anniversary of the date on which
such option is granted (the “Commencement Date”) and
ending on the expiry of the period to be notified by the
Board (the “Option Period”);

(b) up to 66% of the Shares that are subject to the option
so granted shall be exercised at any time during the
period commencing from the second anniversary of the
Commencement Date and ending on the expiry of the Option
Period; and

() up to 100% of the Shares that are subject to the option
so granted shall be exercised at any time during the
period commencing from the third anniversary of the
Commencement Date and ending on the expiry of the Option
Period.

The share option must be exercised within the period of 10 years
commencing on the Commencement Date.

A share option shall be deemed to have been granted and
accepted by the grantee and to have taken effect when the
duplicate offer document constituting acceptance of the share
option duly signed by the grantee, together with a remittance in
favour of the Company of HK$1.00 by way of consideration for
the grant thereof, is received by the Company on or before the
relevant acceptance date.

The exercise price shall, subject to certain adjustment, be
determined by the Board in its sole discretion, save that such
price shall not be less than the highest of:

(@ the official closing price of the Shares of the Company as
stated in the daily quotation sheets of the Stock Exchange
on the date of grant, which must be a day on which the
Stock Exchange is open for business of dealing in securities;

(b) the average of the official closing price of the Shares of
the Company as stated in the daily quotation sheets of the
Stock Exchange for the five business days (as defined in the
Listing Rules) immediately preceding the date of grant; and

(iv)

(vii)
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(c) the nominal value of a Share of the Company.

(viiij The Company may by resolution in general meeting or the Board
at any time resolve to terminate the operation of the Share Option
Scheme.

ARRANGEMENTS FOR DIRECTORS TO ACQUIRE SHARES

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

MANAGEMENT CONTRACT

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the Period.

REMUNERATION OF DIRECTORS AND FIVE INDIVIDUALS
WITH HIGHEST EMOLUMENTS
Details of the emoluments of the Directors and the five individuals with

the highest emoluments for the Year are set out in notes 8 and 9 to the
consolidated financial statements, respectively.
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INTERESTS AND SHORT POSITIONS OF THE DIRECTORS
AND CHIEF EXECUTIVE OF THE COMPANY IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2014, the interests or short positions of the
Directors or chief executives of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance, Chapter 571 of the laws of Hong Kong (the “SFO”)
required: (a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they were taken or deemed to have under such
provisions of the SFO); (b) pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or (c) pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies (the
“Model Code”) as set out in Appendix 10 to the Listing Rules, were as
follows:

The Company’s Shares of HK$0.0001 each

Name of Directors/Chief Executive Capacity/Nature of Interest

EE ERITHAEKSE Hip,/ EHEE

Chau On Ta Yuen (“Mr. Chau”) Interest in a controlled corporation
BArER(ELED ZEEEER

Chan Kwan (“Mr. Chan”) Interest in a controlled corporation
BREE(TBRFELE D) SErEER

Notes:

(1)  Wealthy Sea Holdings Limited (“Wealthy Sea”) which held 225,000,000
Shares is owned as to 90% and 10% by Mr. Chau, an Executive Director
and the Chairman of the Company and Ms. Wong Mei Ling, the wife of
Mr. Chau, respectively.

(@) 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. Judy Chan and Mr. Chan, an Executive Director
and the Chief Executive Officer of the Company, respectively. Ms. Wong
Shu Ying is the mother of both Ms. Judy Chan and Mr. Chan.

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

Directors’ Report

EEEHRE

FAREREREBITHABREALRAR
HigBGEBe R % - B S REEE
R ER KA

RZE-NE+=ZB=+—H ' &X2F
EEYRSTHRAERADAHEEM
HECSEE(EEREBABESTIERS
REFERBIEXVER) R4 - HEIR 7D
REEZFEEE  @QREBEESRHAE
IRPIEXVRETRSDMBAE A QTR
B ERIAR (BEREREES
REEROINZERIEEESIRAERE
ENEZHAR) s O)BREZERPEK
BB 352 M BB R REZIGEFTIE &2 MK
ERERE  R(C)RELTHEAMEET
FEEHBTAESETESIZINE
A (MZEFAI D BMEARDERE
RETHRERHARNT ¢

RN B MRE(E0.0001 B ITHIR

Approximate
Percentage of

Number of Shareholding
Shares Held in the Company
KA AL

JigEdirdvg 4= BERETIL
225,000,000M 28.1%
375,000,000@) 46.9%

BIEE -

1 BEEBERLIAICEEDES
225,000,000 B% B% 13 » I A A B #1T
BEERIFERAEEREER LT (AL
£ETF)DBIFEE 0% K 10% -

(2) Everbest Environmental Investment
Limited ([ Everbest Environmental])
#5758 375,000,000 A% A% 17 3 B £ FE K 22
T BBEZLTRADAHITEERT
BABRBREED BEES50% - 30% &
20% - TEELZTARBS LT RREE
WER -

@ LHAERGEGUFERES -

BRERERBRAA
2014 £



58

Directors’ Report

EEEHE

Save as disclosed above, as at 31 December 2014, none of the
Directors or chief executives of the Company had any interest or
short positions in any shares or underlying shares or interest in any
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange or to be entered in
the register referred to the SFO.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2014, to the best of the Directors’ knowledge, the
following persons or organizations (other than the Directors and chief
executives of the Company) had or were deemed or taken to have an
interest and/or a short position in the Shares or the underlying Shares,
which would fall to be disclosed under the provisions of Division 2 and
3 of Part XV of the SFO:

Name of Shareholders Capacity/Nature of Interest

iR B #EEHE
Everbest Environmental Beneficial interest
Everbest Environmental BERfEx

Wong Shu Ying

TR ZErE G
Wealthy Sea Beneficial interest
e B
Wong Mei Ling Interest held by spouse
EER E{B i sn
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Notes:

(1)  Everbest Environmental is owned as to 50% by Ms. Wong Shu Ying
and, therefore, Ms. Wong Shu Ying is deemed to be interested in the
375,000,000 Shares held by Everbest Environmental pursuant to the SFO.
Ms. Wong Shu Ying is the mother of Mr. Chan, an Executive Director and
the Chief Executive Officer of the Company.

(2) Wealthy Sea is owned as to 90% and 10% by Mr. Chau, an Executive
Director and the Chairman of the Company 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.

(8)  All the above Shares were held in long positions.

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

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SHARES

The Shares were initially listed on the Main Board of the Stock
Exchange on the Listing Date and the Company did not redeem any of
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 from the Listing Date to 31 December 2014.
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RETIREMENT BENEFIT SCHEMES/PENSION ECHEME

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

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

SUFFICIENCY OF PUBLIC FLOAT

Based on the information available to the Company and within the
knowledge of the Directors, the Company maintained adequate public
float (i.e. at least 25% of the issued Shares being held by the public)
since the Listing Date.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken in the ordinary
course of business by the Group during the Year are set out in note 32
to the consolidated financial statements.

CONNECTED TRANSACTION

During the year ended 31 December 2014, the Group has not
conducted any “connected transaction” or “continuing connected
transaction” (as defined under Chapter 14A of the Listing Rules) which
is subject to reporting and annual review requirements under the
Listing Rules. The transaction disclosed in note 32(a) to the financial
statements as related party transactions falls under the definition of
“connected transaction” or “continuing connected transaction” (as
defined under Chapter 14A of the Listing Rules), but such transaction is
not subject to the reporting, annual review or independent shareholders
approval requirements under Chapter 14A of the Listing Rules. The
other transactions disclosed in note 32 to the financial statements as
related party transactions did not fall under the definition of “connected
transaction” or “continuing connected transaction” (as defined under
Chapter 14A of the Listing Rules).
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DEED OF NON-COMPETITION

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

The INEDs have reviewed the compliance by each of the Controlling
Shareholders with the Deed of Non-Competition. Each of the
Controlling Shareholders has made a declaration as to the compliance
with the terms of the Deed of Non-Competition during the Year.
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DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

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

SHAREHOLDERS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed above, no Shareholder had a material interest, either
directly or indirectly, in any contract of significance to the business of
the Group to which the Company or any of its subsidiaries was a party
during the Period.

EMPLOYEES AND EMOLUMENT POLICY

As at 31 December 2014, the Group had 75 employees (including the
Directors). Employee costs (including Directors’ emoluments) amounted
approximately to HK$8.3 million for the Year. The remuneration policy
for the Directors and senior management members is based on their
experience, level of responsibility and general market conditions.
Any discretionary bonus and other merit payments are linked to the
profit performance of the Group and the individual performance of the
Directors and senior management members.

CORPORATE GOVERNANCE REPORT

Details of the Corporate Governance Report are set out on pages 27 to
47 of this annual report.

REVIEW BY AUDIT COMMITTEE

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

Pursuant to a special resolution passed by the Shareholders on
5 September 2014, certain amendments to the Articles of Association
were adopted for the purposes of compliance with the requirements
under the Listing Rules.

INDEPENDENT AUDITORS

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

On behalf of the Board

Chau On Ta Yuen
Chairman

Hong Kong, 18 March 2015
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Independent Auditors’ Report
BB E R

s
EY =

To the shareholders of ELL Environmental Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of ELL
Environmental Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 66 to 146, which comprise
the consolidated and company statements of financial position
as at 31 December 2014, and the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and
other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. Our report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.

ELL ENVIRONMENTAL HOLDINGS LIMITED
Annual Report 2014
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To the shareholders of ELL Environmental Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’ judgement,
including the assessment of the risks of material misstatement of
the consolidated financial statements, whether due to fraud or error.
In making those risk assessments, the auditors consider internal
control relevant to the entity’s preparation of consolidated financial
statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2014, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

18 March 2015
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Consolidated Statement of Comprehensive Income

mEEZEBAR

Year ended 31 December 2014 B2 —E—[JF+=-F=1—HI-FEZ

Notes 2014 2013
Bt EE —E—mE —E-=F
HK$’ 000 HK$’ 000
T#ET FET
REVENUE EE LN 5 85,183 65,090
Cost of sales SHERA (37,225) (15,769)
Gross profit EF 47,958 49,321
Other income and gains HA A & Wz 5 6,140 5,664
Administrative expenses THRX (30,802) (4,543)
Finance costs il & A 7 (1,160) (2,468)
PROFIT BEFORE TAX B %% Al 322 7 6 22,136 47,974
Income tax expense Fri8BiFA X 10 (10,861) (14,080)
PROFIT FOR THE YEAR £ Py 11,275 33,894
OTHER COMPREHENSIVE INCOME Hip 2N
Other comprehensive income to be REZREEF 755
reclassified to profit or loss PEmEM
in subsequent periods: ZEHWKA :
Exchange differences on translation BB LB TT
of financial statements of entities (Bl AIheER
not using Hong Kong dollar (‘HK$”) HEBNBERERN
as functional currency R ZEXE (7,863) 8,286
Release of exchange fluctuation reserve BT —REHE AR
upon deregistration of a subsidiary AR RRIE R BN (5,779) -
TOTAL COMPREHENSIVE INCOME FNEEIINGEE
FOR THE YEAR (2,367) 42,180
Profit attributable to: LT & A (L SER
Owners of the parent ISYNCIEZZ=N 11 9,267 32,259
Non-controlling interest JEIER R 27 2,008 1,635
11,275 33,894
Total comprehensive income UT&AFEAZ2EBA
attributable to: #zE
Owners of the parent BRAREAA (3,695) 39,795
Non-controlling interest JEERR R 1,328 2,385
(2,367) 42,180
EARNINGS PER SHARE ATTRIBUTABLE TO &/ 5 & @R %
ORDINARY EQUITY HOLDERS BEAELHESRER
OF THE PARENT 13
Basic and diluted EARREE HK1.42 cents HK5.38 cents

1.42 #1ll

5.38 &1l

Details of the dividend for the year are disclosed in note 12 to the

financial statements.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Consolidated Statement of Financial Position
mE BN R

31 December 2014 —ZE—F+=F=+—H

Notes 2014 2013
MIFE —E—MmF —E—=F
HK$’ 000 HK$ 000
T#xT T8
NON-CURRENT ASSETS EREEE
Property, plant and equipment M - BERRE 14 2,778 2,520
Receivables under service PRISISFEZHET
concession arrangements R FEURFRIE 16 292,759 289,604
Total non-current assets FRBEELE 295,537 292,124
CURRENT ASSETS WEEE
Inventories FE 308 349
Receivables under service BRISISFEZHET
concession arrangements R FEURFRIE 16 42,240 50,804
Prepayments and other receivables TERIER BN IE 17 647 6,238
Amount due from a related party FEW — B R85 FIE 32(c) = 542
Cash and cash equivalents BeRBELZEEY 18 99,064 75,625
Total current assets HREEE 142,259 133,558
CURRENT LIABILITIES REaE
Trade payables BREMANRIE 19 5,062 2,474
Other payables and accruals Hih R FIE R BT E 20 6,424 43,003
Amount due to a related party FEA — B RS 5 7B 32(c) — 8,965
Interest-bearing bank borrowings FERITER 21 12,720 17,550
Income tax payables FE TS % 848 9,900
Total current liabilities FEbs o ) NN 25,054 81,892
NET CURRENT ASSETS mENEEFE 117,205 51,666
TOTAL ASSETS LESS BMEERGBARE
CURRENT LIABILITIES 412,742 343,790

BERRERERAA
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Consolidated Statement of Financial Position

ma M EIR &R

31 December 2014 —E—FE+=H=+—H

Notes 2014 2013
MIFE ZE—ME —2—=F
HK$’ 000 HK$’ 000
TET FExT
NON-CURRENT LIABILITIES ERBERE
Shareholders’ loans BRREK 32(c) = 89,329
Interest-bearing bank borrowing T RBITER 21 5,621 —
Deferred tax liabilities EEBIEEE 22 37,017 35,075
Provision for major overhauls BEARBRIEEE 23 5,275 4,134
Total non-current liabilities kR BEHEE 47,913 128,538
Net assets EEFE 364,829 215,252
EQUITY R
Equity attributable to owners of the parent &/ S #H AE(L#E
Issued capital BT 24 80 —
Reserves i 25(a) 336,515 188,346
336,595 188,346
Non-controlling interest JEdER S 27 28,234 26,906
Total equity FERAER 364,829 215,252
Chau On Ta Yuen Chan Kwan
Director Director
BZER PR 2
£= £=
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Consolidated Statement of Changes in Equity
mEEREER

Year ended 31 December 2014 #Z = F—F+=H=1—AIFE

Attributable to owners of the parent

BATRAAEL
Exchange
Issued fluctuation Non-
capital Share Other reserve Reserve Retained controlling Total
& premium reserves ERE funds profits Total interest equity
2 i Kt 1 1 ¥ REEH G FERES EALE
HKS$' 000 HK$' 000 HK$'000 HKS$' 000 HK$' 000 HKS$' 000 HK$' 000 HK$' 000 HKS$' 000
T i Féx T Féx Tér Yin Fén Fén
(note24)  (note 25(b)) (note 25(a)(i) (note 25(a)(ii)) (note 25(aliii))
(Wskod)  (Mst25(0)  (P=E25(a)i)) (W& 25(a)Gi) (B 25(a)ii)
At 1 January 2013 RZE-=E-F-H - - - 31,104 8,241 109,206 148,551 24,521 173,072
Profit for the year 2yl - - - - - 32,259 32,259 1,635 33,804
Other comprehensive income A
for the year: 2EKA:
Exchange differences on EENED VY
translation of financial AYKE
statements of entiesnotusing (VB MEHRE
HKS as functional currency HERER - - - 753% - - 753% 750 8,286
Total comprehensive income ~ ERZAUALE
for the year - - - 7,536 - 32,259 39,795 2,385 42,180
Transfer to reserve funds BREOES - - - - 2,078 2,978 - - -
At 31 December 2013 and RZEB-ZF
1 January 2014 tZB=t-AR
“E-PE-5-A - — —* 38,640* 11,219 138,487 188,346 26,906 215,252
Profitfor the year ERigd = = = = = 9,267 9,267 2,008 11,275
Other comprehensive income Rt
for the year: 2EBA:
Exchange differences on BETHIAT
translation of financial AYKE
statements of entities not MEENEBRR
using HK$ as functional MEXER
currency — — — (7,1893) - — (7,183) (680) (7,869)
Release of exchange fluctuation 85t M —FEHE
reserve upon deregistration  AFEERERRE
of a subsidiary (note 5) e (HE5) = = = (5,779) = = (5,779) = (5,779)
Total comprehensive income M2 ERALE
for the year - - - (12,962) - 9,267 (3,695) 1,328 (2,367)
Issue of shares e - - - - - - - - -
Issue of shares pursuantto  BERAEHN
the Share Swap A8 60 113,720 (118,780) = = = = = =
Issue of shares pursuantto ~ RERHEE
the Share Offer fRAET 20 109,980 - - — - 110,000 - 110,000
Shares issue expenses ROBEARES - (10,360) — - - — (10,360) - (10,360)
Capitalisation of RREHER
shareholders’ loans - — 82,304 - — - 82,304 — 82,304
Transfer to reserve funds et - - — - 2611 (2611) - - —
Interim special 2014 dividend ~ =F—EhHER
(note 12) RE (W 12) — (30,000) - - - - (30,000) — (30,000)
RZE-RE
At 31 December 2014 +ZE=1+-8 80 183,340* (31,476)* 25,678" 13,830 145,143* 336,595 28,234 364,829

*

Y BEFERE ARSI MR
B4R & 115 336,515,000 8 T

ZE—=1F ! 188,346,00087T) °

These reserve accounts comprise the consolidated reserves of
HK$336,515,000 (2013: HK$188,346,000) in the consolidated
statement of financial position.
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Consolidated Statement of Cash Flows
ll‘/-\éiﬁrﬁ\;ﬁ%%
Year ended 31 December 2014 #ZF = F—[F+=H=+—HIFZF

Notes 2014 2013
Bt =E —E—mE —E-=F
HK$’ 000 HK$’ 000
TF#ExT FET
CASH FLOWS FROM REFREEMN
OPERATING ACTIVITIES HERE
Profit before tax BRBL AR 22,136 47,974
Adjustments for: HUTEBEELAE
Interest income FEWA 5 (239) (1,509)
Depreciation e 6 434 323
Gain on bargain purchase of subsidiaries ZEBEWEAAWE 5 = (3,410)
Provision for major overhauls BARBIERE 6 1,000 766
Finance costs BhE AR 7 1,160 2,468
Gain on deregistration of a subsidiary B —
NI E 5 (5,779) —
18,712 46,612
Decrease/(increase) in inventories BERL (Em) 33 (110)
Decrease/(increase) in receivables RIS REZHET I
under service concession arrangements W ER A, (12 h0) (3,013) 4,453
Decrease in prepayments FEARER M ERRE
and other receivables L 954 313
Increase in trade payables B 5 ARG M 2,669 634
Increase/(decrease) in other HAth A FRIE R FEST
payables and accruals BREM,ORD) 1,550 (6,945)
Cash generated from operations REEENRE 20,905 44,957
Income tax paid 2T TSR (16,781) (5,701)
Net cash flows from operating activities RETBEEN
HEREFEE 4,124 39,256
CASH FLOWS FROM REFEBEEMN
INVESTING ACTIVITIES HERE
Payment for purchases of items BEYXE BER
of property, plant and equipment RBEE N 14 (758) (1,448)
Acquisition of subsidiaries WeEB IR A B 26 — 13,350
Interest received 2 URFE 239 1,559
Repayment from Rugao City mEmHEERRERE
New Infrastructure Investment BIRATHER
Company Limited — 25,230
Decrease in other receivables HAth FE UL FRIER — 33,373
Decrease in amounts FE U BEHSE 75 TR IEIRL
due from related parties 533 111,551
Net cash flows from investing activities RETHEENRS
MEFHE 14 183,615
ELL ENVIRONMENTAL HOLDINGS LIMITED

Annual Report 2014



Consolidated Statement of Cash Flows
lJﬁ%EEEEﬁEE%%E
Year ended 31 December 2014 B F — & —WF+ = H=+—HI FE

Notes 2014 2013
Bt =t —E—mE —E-=F
HK$’ 000 HK$’ 000
FiERT FET
CASH FLOWS FROM FINANCING RMETHEENRESRE
ACTIVITIES
New bank borrowings FERITER 11,168 =
Repayment of bank borrowings EERITER (10,378) (33,030)
Decrease in amounts due to related parties  FE{EEEE 5 FIE R (15,849) (142,719)
Interest paid 2R (907) (2,321)
Decrease in an amount due BELEEN—A
to a non-controlling equity holder FIERERER A
of Haian Hengfa B (32,847) —
Gross proceeds from the Share Offer B B EFTS RIS 24(iii) 110,000 —
Payment of listing expenses in relation XNEBERITAAT
to issuance of new ordinary shares FEERm EmEX
of the Company (10,360) —
Interim special dividend paid 2R EF R B 12 (30,000) —
Net cash flows from/(used in) REEBE
financing activities (A BREREFEE 20,827 (178,070)
NET INCREASE IN CASH AND RERRESEEYILM
CASH EQUIVALENTS THEE 24,965 44,801
Cash and cash equivalents at FHNRERBFEZEEY
beginning of year 75,625 29,606
Effect of foreign exchange rate changes, net JMNEE R & 81
S8 FH (1,526) 1,218
CASH AND CASH EQUIVALENTS FREBERBESEEY
AT END OF YEAR 99,064 75,625
ANALYSIS OF BALANCES OF RERRESEEY
CASH AND CASH EQUIVALENTS RO
Cash and bank balances BeRIBITER 18 49,004 75,625
Non-pledge time deposit with RIBERFEZEBHBADR
original maturity of less than =18 B HEIE A
three months when acquired EHER 18 50,060 —
Cash and cash equivalents as stated in RiZeRSREKRHMY
the consolidated statement of cash flows BHeRELSZEEY 99,064 75,625
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Statement of Financial Position
B #E AR 3R

31 December 2014 —E—FE+=H=+—H

Notes 2014
MIEE —E—MF
HK$’ 000
FET
NON-CURRENT ASSETS FRBEE
Investments in a subsidiaries RTB A BRIRE 15 113,781
CURRENT ASSETS nBEE
Due from a subsidiary U — BB QR 15 16,571
Cash and cash equivalents HeRBREEEY 18 82,765
Total current assets BREEE 99,336
CURRENT LIABILITIES mEIEE
Accrual EETEA 20 1,350
Due to a subsidiary B —EHE AR 15 1
Total current liabilities wWrREEE 1,351
NET CURRENT ASSETS mBEEFE 97,985
Net assets EEFE 211,766
EQUITY =
Issued capital 2EITIRA 24 80
Reserves Ei] 25(b) 211,686
Total equity FERAER 211,766
Chau On Ta Yuen Chan Kwan
Director Director
BRER (=
£5 £5
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CORPORATE INFORMATION

ELL Environmental Holdings Limited (the “Company”) is an
exempted company with limited liability incorporated in the
Cayman lIslands. The registered address of the Company is P.O.
Box 39, Ugland House, Grand Cayman, KY1-1104, Cayman
Islands. The principal place of business of the Company is located
at Units 1-3, 11th Floor, Westlands Centre, 20 Westlands Road,
Hong Kong.

The shares of the Company were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on
26 September 2014 (the “Listing”).

The Company is an investment holding company. The Company’s
principal subsidiaries are engaged in the construction and
operation of wastewater treatment facilities.

Pursuant to the reorganisation of the Company in connection
with the listing of the shares of the Company on the Stock
Exchange (the “Reorganisation”), the Company became the
holding company of the companies now comprising the Group
on 25 February 2014. Details of the Reorganisation are set
out in the paragraph headed “Reorganisation” in the section
headed “History, Reorganisation and Corporate Structure” to
the prospectus of the Company dated 12 September 2014 (the
“Prospectus”).

The Reorganisation has been accounted for in accordance with the
principle similar to a reverse acquisition as set out in HKFRS 3 Business
Combinations. The issue of shares of the Company in exchange for the
equity interest in Everbest Water Treatment Development Company
Limited (“Everbest Water Treatment Development”) resulted in the
Company becoming the holding company of Everbest Water Treatment
Development.

Notes to Financial Statements
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Notes to Financial Statements
B RS SRR B

31 December 2014 —E—FE+=H=+—H

2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
(which include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and Interpretations)
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and accounting principles generally accepted in
Hong Kong. These financial statements also comply with the
applicable disclosure requirements of the Hong Kong Companies
Ordinance relating to the preparation of financial statements,
which for this financial year and the comparative period continue
to be those of the predecessor Companies Ordinance (Cap. 32),
in accordance with transitional and saving arrangements for Part 9
of the Hong Kong Companies Ordinance (Cap. 622), “Accounts
and Audit”, which are set out in sections 76 to 87 of Schedule 11
to that Ordinance. All HKFRSs effective for the accounting period
commencing from 1 January 2014, together with the relevant
transitional provisions, have been early adopted by the Company
and its subsidiaries (collectively referred to as the “Group”) in the
preparation of the financial statements since 1 January 2013.

These financial statements have been prepared under the
historical cost convention. These financial statements are
presented in HK$ and all values are rounded to the nearest
thousand except when otherwise indicated.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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2.1 BASIS OF PREPARATION (Cont’d)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year ended
31 December 2014. The financial statements of the subsidiaries
are prepared for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries are
consolidated from the date on which the Group obtains control,
and continue to be consolidated until the date that such control
ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the Group
and to the non-controlling interest, even if this results in the non-
controlling interest having a deficit balance. All intra-group assets
and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full
on consolidation.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one or
more of the three elements of control described in the accounting
policy for subsidiaries below. A change in the ownership interest
of a subsidiary, without a loss of control, is accounted for as an
equity transaction.

If the Group loses control over a subsidiary, it derecognises
(i) the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and
(i) the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii) the
fair value of any investment retained and (iii) any resulting surplus
or deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as appropriate,
on the same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

Notes to Financial Statements
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Notes to Financial Statements
B RS SRR B

31 December 2014 —E—FE+=H=+—H

2.2 NEW AND REVISED HKFRSs AND NEW DISCLOSURE
REQUIREMENTS UNDER THE HONG KONG COMPANIES
ORDINANCE NOT YET ADOPTED

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in these
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2.2 NEW AND REVISED HKFRSs AND NEW DISCLOSURE

REQUIREMENTS UNDER THE HONG KONG COMPANIES
ORDINANCE NOT YET ADOPTED (Cont’d)

L Effective for annual periods beginning on or after 1 July 2014

2 Effective for annual periods beginning on or after 1 January 2016
& Effective for annual periods beginning on or after 1 January 2017
4 Effective for annual periods beginning on or after 1 January 2018

5 Effective for an entity that first adopts HKFRSs for its annual
financial statements beginning on or after 1 January 2016 and
therefore is not applicable to the Group

In addition, the Hong Kong Companies Ordinance (Cap. 622)
will affect the presentation and disclosure of certain information
in the consolidated financial statements for the year ending
31 December 2015. The Group is the process of making an
assessment of the impact of these changes.

Further information about those HKFRSs that are expected to be
applicable to the Group is as follows:

The amendments to HKAS 1 are designed to further encourage
companies to apply professional judgement in determining what
information to disclose in their financial statements. For example,
the amendments make clear that materiality applies to the whole
of financial statements and that the inclusion of immaterial
information can inhibit the usefulness of financial disclosures.
Furthermore, the amendments clarify that companies should use
professional judgement in determining where and in what order
information is presented in the financial disclosures.

In September 2014, the HKICPA issued the final version of
HKFRS 9, bringing together all phases of the financial instruments
project to replace HKAS 39 and all previous versions of HKFRS 9.
The standard introduces new requirements for classification and
measurement, impairment and hedge accounting. The Group
expects to adopt HKFRS 9 from 1 January 2018. The Group
expects that the adoption of HKFRS 9 will have an impact on the
classification and measurement of the Group’s financial assets.
Further information about the impact will be available nearer the
implementation date of the standard.

Notes to Financial Statements

PR R EE

31 December 2014 —ZE—F+=-H=+—H

R IRABIHFET R EIETHFEM

BHREENUAREFTE N AROIE

THEERE (F)

! REZE-—DFEtA-HHZERM
HEVFERMBEEN

2 RIE-AF-A-BHZEKH
M FEBBEEN

¢ RIE-—LF-F-BHZER
B FEMBEN

0 RZE-N\F-A-B"HZER
HEVFERME LN

s BRRAE B BEREEANE
B EBAR=-ZE-<F-A—H
2 REAIA I FE MR

Lo - BB D BRGI(F622F) 8
FEETERRBE-Z—RF
TZA=+—-BLFEFREUHR
RN2IIRWE - AEEESZE
BE) N EEL M -

RS ERARAEENZEE B
BHREEANNE-SERNT :

BBETERE 1R 2B S
— SHE N B EE R B IRER AT
WEZERSEHEREHE - B
o BEETREELEEMEN
REDUBRRMPFIFEEZER
DHISHMBERBENERME - 1t
S BRERTRE » ARAERER
MERAMEIEFEMBRES 2
DB RIS EE R H

RZZE-—MENA  BBEFEAQ
SHEMEBYRREENFE RN
REMA - $EMTAEBENRE
PEREN-BURBEBSER
FIMR BB BMELERIZE IR
M2 EERAARA » ZERIEIADE
REt8 - BERETSEEENH
BRE - AREEHMBE-ZT-/N\F—
A—HERRMABT B BIREERSE
9% - AEEFEHRMNE BY IR
SEAFOREHAEETHMEE
Mo ERFEELERE ARETE
M-S EREREIZERNE
it B EES -

BERBRRERERAF
2014 F 3§

77



78

Notes to Financial Statements
B RS SRR B
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2.2 NEW AND REVISED HKFRSs AND NEW DISCLOSURE

REQUIREMENTS UNDER THE HONG KONG COMPANIES
ORDINANCE NOT YET ADOPTED (Cont’d)

The narrow-scope amendments to HKFRS 10, HKFRS 12 and
HKAS 28 (2011) introduce clarifications to the requirements when
accounting for investment entities. The amendments also provide
relief in particular circumstances, which will reduce the costs of
applying the standards.

HKFRS 15 establishes a new five-step model that will apply to
revenue arising from contracts with customers. Under HKFRS 15,
revenue is recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for
transferring goods or services to a customer. The principles in
HKFRS 15 provide a more structured approach for measuring
and recognising revenue. The standard also introduces extensive
qualitative and quantitative disclosure requirements, including
disaggregation of total revenue, information about performance
obligations, changes in contract asset and liability account
balances between periods and key judgements and estimates.
The standard will supersede all current revenue recognition
requirements under HKFRSs. The Group expects to adopt HKFRS
15 on 1 January 2017 and is currently assessing the impact of
HKFRS 15 upon adoption.

Amendments to HKAS 16 and HKAS 38 clarify the principle
in HKAS 16 and HKAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating business (of
which the asset is part) rather than the economic benefits that are
consumed through the use of the asset. As a result, a revenue-
based method cannot be used to depreciate property, plant and
equipment and may only be used in very limited circumstances
to amortise intangible assets. The amendments are to be applied
prospectively. The amendments are not expected to have any
impact on the financial position or performance of the Group
upon adoption on 1 January 2016 as the Group has not used a
revenue-based method for the calculation of depreciation of its
non-current assets.
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2.2

2.3

NEW AND REVISED HKFRSs AND NEW DISCLOSURE
REQUIREMENTS UNDER THE HONG KONG COMPANIES
ORDINANCE NOT YET ADOPTED (Cont’d)

The Annual Improvements to HKFRSs 2010-2012 Cycle issued
in January 2014 sets out amendments to a number of HKFRSs.
Except for amendments to HKFRS 2, HKFRS 3 and HKFRS 13
that were early adopted by the Group since 1 January 2013, the
Group expects to adopt the amendments from 1 January 2015.
None of the amendments are expected to have a significant
financial impact on the Group.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect
those returns through its power over the investee (i.e., existing
rights that give the Group the current ability to direct the relevant
activities of the investee).

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has
power over an investee, including:

(@ the contractual arrangement with the other vote holders of
the investee;

(b)

rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The results of a subsidiary are included in the Company’s profit
or loss to the extent of dividends received and receivable. The
Company’s investment in a subsidiary is stated at cost less any
impairment losses.
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31 December 2014 —E—FE+=H=+—H

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange for control
of the acquiree. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree
that are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at fair
value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as
incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.
This includes the separation of embedded derivatives in host
contracts of the acquiree.

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of the
Group’s previously held equity interests in the acquiree over the
identifiable net assets acquired and liabilities assumed. If the sum
of this consideration and other items is lower than the fair value
of the net assets acquired, the difference is, after reassessment,
recognised in profit or loss as a gain on bargain purchase.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Fair value measurement

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement
is based on the presumption that the transaction to sell the asset
or transfer the liability takes place either in the principal market for
the asset or liability, or in the absence of a principal market, in the
most advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by the
Group. The fair value of an asset or a liability is measured using
the assumptions that market participants would use when pricing
the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its
highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a
whole:

Level 1 — based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 — based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is unobservable
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Fair value measurement (Cont’d)

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories
and financial assets), the asset’s recoverable amount is estimated.
An asset’s recoverable amount is the higher of the asset’s or
cash-generating unit’s value in use and its fair value less costs
of disposal, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit to
which the asset belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to profit or loss in the
period in which it arises in those expense categories consistent
with the function of the impaired asset.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation) had
no impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to profit or loss in
the period in which it arises.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of
property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance,
is normally charged to profit or loss in the period in which it is
incurred. In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts
of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets
with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Equipment 10%
Office equipment 20%
Motor vehicles 20%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal.
Any gain or loss on disposal or retirement recognised in profit
or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the
relevant asset.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s
family and that person

(i)

(ii)

(il

or

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel of the
Group or of a parent of the Group;

(b) the party is an entity where any of the following conditions
applies:

(i)

(ii)

(i)

(iv)

(vi)

(vii)

the entity and the Group are members of the same
group;

one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of
the other entity);

the entity and the Group are joint ventures of the same
third party;

one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

the entity is controlled or jointly controlled by a person
identified in (a); and

a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)
Service concession arrangements

Consideration given by the grantor

A financial asset is recognised to the extent that (a) the Group
has an unconditional right to receive cash or another financial
asset from or at the direction of the grantor for the construction
services rendered; and (b) the grantor has little, if any, discretion
to avoid payment, usually because the agreement is enforceable
by law. The Group has an unconditional right to receive cash if the
grantor contractually guarantees to pay the Group (a) specified
or determinable amounts or (b) the shortfall, if any, between
amounts received from users of the public service and specified
or determinable amounts, even if the payment is contingent
on the Group ensuring that the infrastructure meets specified
quality of efficiency requirements. The financial asset is classified
as receivables under service concession arrangements and is
accounted for in accordance with the policy set out for loans and
receivables under “Investments and other financial assets” below.

An intangible asset (operating concession) is recognised to the
extent that the Group receives a right to charge users of the
public service, which is not an unconditional right to receive cash
because the amounts are contingent on the extent that the public
uses the service. The intangible asset (operating concession) is
accounted for in accordance with the policy set out for “Operating
concessions” below.

If the Group is paid partly by a financial asset and partly by
an intangible asset, in which case, each component of the
consideration is accounted for separately and the consideration
received or receivable for both components shall be recognised
initially at the fair value of the consideration received or receivable
in respect of work carried out until that date.

Construction or upgrade services

Revenue and costs relating to construction or upgrade services
are accounted for in accordance with the policy set out for
“Construction contracts” below.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)
Service concession arrangements (Cont’d)

Operating services

Revenue relating to operating services are accounted for in
accordance with the policy for “Revenue recognition” below.
Costs for operating services are expensed in the period in which
they are incurred.

Contractual obligations to restore the infrastructure to a specified
level of serviceability

The Group has contractual obligations (a) to maintain the
wastewater treatment facilities it operates to a specified level
of serviceability and (b) to restore the facilities to a specified
condition before they are handed over to the grantor at the
end of the service concession arrangement. These contractual
obligations to maintain or restore the wastewater treatment
facilities, except for upgrade element, are recognised and
measured in accordance with the policy set out for “Provisions”
below.

Operating concessions

Operating concessions represent the rights to operate wastewater
treatment facilities are stated at cost less accumulated
amortisation and any accumulated impairment losses. Operating
concessions acquired separately are measured on initial
recognition at cost. The cost of operating concessions acquired
in a business combination is the fair value as at the date of
acquisition. Amortisation is provided on the straight-line basis
over the respective periods of the operating concessions granted
and assessed for impairment whenever there is an indication that
operating concessions may be impaired. The amortisation period
and the amortisation method for an operating concession with a
finite useful life are reviewed at least at the end of each reporting
period.

An operating concession is derecognised on disposal or when no
future economic benefits are expected from its use or disposal.
Any gain or loss on disposal or retirement recognised in profit or
loss in the period the operating concession is derecognised is
the difference between the net sales proceeds and the carrying
amount of the relevant operating concession.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Construction contracts

Revenue from the construction of wastewater treatment facilities
under the terms of Build-Operate-Transfer (“BOT”) contracts
(service concession agreements) is estimated on a cost-plus basis
in which the construction margin is determined with reference to
a prevailing market rate of gross margins of market comparables
at the time of construction and is recognised on the percentage-
of-completion method, measured by reference to the estimated
proportion of costs incurred to date to the estimated total cost of
the relevant contract.

Provision is made for foreseeable losses as soon as they are
anticipated by management.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans and
receivables. When financial assets are recognised initially, they are
measured at fair value plus transaction costs that are attributable
to the acquisition of the financial assets.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is
calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation
is included in “Revenue” or “Other income and gains”, as
appropriate, in profit or loss. The loss arising from impairment is
recognised in “Other expenses” in profit or loss.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)
Investments and other financial assets (Cont’d)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group
of financial assets is impaired. An impairment exists if one or
more events that occurred after the initial recognition of the
asset have an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include indications that a
debtor or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Group determines
that no objective evidence of impairment exists for an individually
assessed item of financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit
losses that have not yet been incurred). The present value of the
estimated future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate
computed at initial recognition).
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)
Investments and other financial assets (Cont’d)

Impairment of financial assets (Cont’d)

The carrying amount of the asset is reduced through the use of
an allowance account and the loss is recognised in profit or loss.
Interest income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment
loss. Loans and receivables together with any associated
allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realised or has been
transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting
the allowance account. If a write-off is later recovered, the
recovery is credited to “Other expenses” in profit or loss.

Derecognition

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

° the rights to receive cash flows from the asset have expired;
or

° the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either (a) the
Group has transferred substantially all the risks and rewards
of the asset, or (b) the Group has neither transferred nor
retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)
Investments and other financial assets (Cont’d)

Derecognition (Cont’d)

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risk and
rewards of ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the Group continues to
recognise the transferred asset to the extent of the Group’s
continuing involvement. In that case, the Group also recognises
an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans
and borrowings. All financial liabilities are recognised initially at
fair value and net of directly attributable transaction costs.

Subsequent measurement

After initial recognition, loans and borrowings are subsequently
measured at amortised cost, using the effective interest rate
method unless the effect of discounting would be immaterial,
in which case they are stated at cost. Gains and losses are
recognised in profit or loss when the liabilities are derecognised
as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral
part of the effective interest rate. The effective interest rate
amortisation is included in “Finance costs” in profit or loss.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)
Financial liabilities (Cont’d)

Derecognition

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between
the respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there
is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the first-in, first-out basis and includes
expenditures incurred in acquiring the inventories and bringing
them to their existing location and condition. When inventories are
consumed, the carrying value of those inventories is recognised
as an expense in profit or loss.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part of the
Group’s cash management.

For the purpose of the statement of financial position, cash and
cash equivalents comprise cash on hand and at banks, including
term deposits, and assets similar in nature to cash, which are not
restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting
period of the future expenditures expected to be required to
settle the obligation. The increase in the discounted present value
amount arising from the passage of time is included in “Finance
costs” in profit or loss.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking
into consideration interpretations and practices prevailing in the
countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period between
the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a transaction
that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable
profit or loss; and

° in respect of taxable temporary differences associated with
investments in subsidiaries, when the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in
the foreseeable future.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Income tax (Cont’d)

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences, the
carryforward of unused tax credits and unused tax losses can be
utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

° in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets
are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the
temporary differences can be utilised.

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

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

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets against
current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

ELL ENVIRONMENTAL HOLDINGS LIMITED
Annual Report 2014

23 EXEFEBRMESE)

FRiS®i(4&)

ELEREE E TR A o HI B A
8 APABBRERNEMRE
RRABENEEM®ER - il B &
RAJBER FERBLE N Al K 85 7 +1
BERERE - RBABIEEE MK
BAREBENGE  ASRAE
IERIEEE - T IIBRERI

s HERSHATESHEFNIE
bR A SR IE R R IS O
RSP NEEAEESEER
EENTHNBERFEREEN
EEBIREE &

s FERWEQRNRERREN
AR ERSEREMS - EER
HEEENGREENT R
A I RER [ B R BRI A
AR EE R EZRNER
T BTHER -

EEFIFEENRAERSHRES
RIEHART - WETBERARER
BUE A LUK 85 2 BR S B0 0 AR SR
REER T AR - REEFDAVIELE
BIREEENEREPREHF
fly > WAETTRER B S FERRBLEFI L
W el = H AR BB IR E ER T
LARERR. ©

ELEREEERBENRAHREN
REREEYFTELBEHEHRE
P8 WAREHMARESEMACE
BREMEBR (RBUR) REE -

ELEREEERREEREREER
o BEXAFERFUNPHEE
ERHENHRESENTHITE
R BEERIRR S RE—RB
ERRE-HREEE -



2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@ from construction services, on the percentage-of-completion
basis, as further explained in the accounting policy for
“Construction contracts” above;

(b) from the rendering of wastewater treatment operation
services, when the service is rendered;

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly discounts
the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial asset;
and

(d) dividend income, when the shareholders’ right to receive
payment has been established.

Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognised as income on a systematic
basis over the periods that the costs, which it is intended to
compensate, are expensed.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)
Employee benefits

Pension schemes

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

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of
those assets. The capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment
of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs capitalised. All other
borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Foreign currencies

The financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation currency.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation
of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates at
the dates of the initial transactions.

The functional currencies of certain subsidiaries in Mainland
China are currencies other than the HK$. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into the presentation currency of the Company at the
exchange rates prevailing at the end of the reporting period and
their profit or loss are translated into HK$ at the weighted average
exchange rates for the year. The resulting exchange differences
are recognised in other comprehensive income and accumulated
in the exchange fluctuation reserve. On disposal of a operation
with functional currency other than the presentation currency of
the Company, the component of other comprehensive income
relating to that particular operation is recognised in profit or loss.

For the purpose of the consolidated statement of cash flows, the
cash flows of certain subsidiaries in Mainland China are translated
into HK$ at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of these subsidiaries which
arise throughout the year are translated into HK$ at the weighted
average exchange rates for the year.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

The major judgements, estimates and assumptions that have the
most significant effect on the amounts recognised in the financial
statements and have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are set out below:

Service concession arrangements

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

Determination of fair value of contract revenue in respect of
the construction services rendered

Revenue from the construction of wastewater treatment facilities
under the terms of a BOT contract is estimated on a cost-
plus basis in which the construction margin is determined with
reference to a prevailing market rate of gross margins of market
comparables at the time of construction, and is recognised on the
percentage-of-completion method, measured by reference to the
proportion of costs incurred to date to the estimated total cost of
the relevant contract.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Cont’d)

Determination of imputed interest income on receivables
under service concession arrangements

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

The relevant effective interest rate is determined with reference
to the yield of corporate bonds of comparable infrastructure
companies in Mainland China.

Provision for major overhauls of wastewater treatment
facilities to a specified level of serviceability

The Group has contractual obligations (a) to maintain the
wastewater treatment facilities it operates to a specified level
of serviceability and (b) to restore the facilities to a specified
condition before they are handed over to the grantor at the
end of the service concession arrangement. These contractual
obligations to maintain or restore infrastructure, except for any
upgrade element, are recognised and measured in accordance
with HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets, i.e., at the best estimate of the expenditure that would
be required to settle the present obligation at the end of each
reporting period. The estimation of the expenditure requires the
Group to estimate the expected future cash outlays on major
overhauls of the wastewater treatment facilities over the service
concession periods and also to choose a suitable discount rate
in order to calculate the present value of those cash flows. The
carrying amount of the provision for major overhauls carried as
a liability in the consolidated statement of financial position as at
31 December 2014 was HK$5,275,000 (2013: HK$4,134,000),
further details of which are set out in note 23 to the financial
statements.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Cont’d)

Impairment of receivables under service concession
arrangements, other receivables and an amount due from a
related party

The policy for provision for impairment of receivables under
service concession arrangements, other receivables and an
amount due from a related party of the Group is based on the
evaluation of collectability and ageing analysis of accounts and on
management’s estimation. A considerable amount of estimation is
required in assessing the ultimate realisation of these receivables,
including the current creditworthiness and the past collection
history of each debtor. If the financial conditions of debtors were
to deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required. The aggregate
carrying amount of receivables under service concession
arrangements, other receivables and an amount due from a
related party carried as assets in the consolidated statement of
financial position as at 31 December 2014 was HK$335,465,000
(2013: HK$345,725,000). Further details are set out in notes 16,
17 and 32(c) to the financial statements.

Current tax and deferred tax

The Group is subject to income taxes in Hong Kong and the
PRC. The Group carefully evaluates tax implications of its
transactions in accordance with prevailing tax regulations and
makes tax provision accordingly. However, judgement is required
in determining the Group’s provision for income taxes as there
are many transactions and calculations of which the ultimate tax
determination is uncertain during the ordinary course of business.
Where the final tax outcome of these matters is different from the
amounts that were initially recorded, the differences will impact on
the income tax and deferred tax provision in the periods in which
the determination is made. The carrying amounts of current tax
payables and deferred tax liabilities are set out in the consolidated
statement of financial position and note 22 to the financial
statements.
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SEGMENT INFORMATION

For management purposes, the Group has only one reportable
operating segment which is the construction and operation of
wastewater treatment facilities. Since this is the only reportable
operating segment of the Group, no further operating segment
analysis thereof is presented.

Geographical information

All of the Group’s revenue is derived from customers located in
Mainland China and all of the Group’s non-current assets are
located in Mainland China.

Information about major customers

Revenue from each major customer which accounted for 10% or
more of the Group’s revenue for the year is set out below:

Notes to Financial Statements

PR R EE

31 December 2014 —ZE—F+=-H=+—H

S ERE B

AREEENME  A5EERF—E
A2HEE DA - B5KEERKE
MEREREE - AR AEEE
— A 2REE B - BWALE2IE

—HEE DD

HhIBE R

REBERENERBATREMR
hEANENEF EAEBAEER
BEEPURPEAM -

FRXEEFNESR
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2014 2013

—E-mg —E-=F

HK$’ 000 HK$’ 000

TET FET

Customer A ZEA 27,489 13,203
Customer B =ZFB 57,694 51,887
85,183 65,090

REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group’s turnover, represents: (1)
an appropriate proportion of contract revenue of construction
contracts under service concession arrangements; (2) revenue
from operation of wastewater treatment facilities under service
concession arrangements, net of government surcharges; and
(3) the imputed interest income on receivables under service
concession arrangements.
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REVENUE, OTHER INCOME AND GAINS (Cont’d)

An analysis of the Group’s revenue, other income and gains is as

5. EXRWBA - Hittl A\ RUxz=(4F)
AEEBEXRA - HibA R K&

follows: NoMFWT :
2014 2013
—E—MmE —E-=F
Note HK$’ 000 HK$’ 000
Bt EE FiERT FET
Revenue BRI
Construction services EERRTE 16,680 —
Wastewater treatment facility
operation services 5K BRI R e B AR A 54,011 51,509
Imputed interest income on receivables RIEISFFEZHT
under service concession FEWRIEHEE R S WA
arrangements 14,492 13,581
85,183 65,090
Other income and gains HiW N B =
Interest income FEWA 239 1,509
Foreign exchange gains, net SN Uk 25 5 RE 77 64
Government grants* B RERE 45 542
Gain on bargain purchase ZEBENB ARG
of subsidiaries 26 — 3,410
Gain on deregistration of a subsidiary & — &
NGl 5,779 —
Others HAth = 139
6,140 5,664

# Government grants have been received from local governments
in Jiangsu Province for the purpose of carrying out environmental
protection works. There were no unfulfilled conditions or contingencies
relating to these grants as at 31 December 2013 and 31 December

2014.
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PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):
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6. FRFBATEF
AEBARBADER DR (5

AN U T RIEESBE :
2014 2013
—E—mE —E-=F
Notes HK$’ 000 HK$’ 000
Bt EE FiERT FExT
Cost of construction services BRI R A 14,684 —
Cost of wastewater treatment facilities 125 /KEIERE
operation services rendered EERBHIBAR 22,541 15,769
Depreciation e 14 434 323
Minimum lease payments under REKSLHEEERPLE
operating leases in respect of MENREE SR
office premise 115 —
Auditors’ remuneration A GIER 1,384 19
Listing expenses in relation to EREARBEDRITRG
listing of existing issued shares i EmREX 20,127 1,598
Employee benefit expense EEGEFBEX (B
(including directors’ remuneration EEM2 (KIEES)) :
(note 8)):
Salaries, wages and benefits in kind e IEREYEA 7,724 3,289
Pension scheme contributions* BEstEIHRC 598 284
8,322 3,573
Foreign exchange differences, net X EREFRE @1) (64)
Provision for major overhauls BARBEEE 23 1,000 766

*

At 31 December 2014, the Group had no forfeited contributions

available to reduce its contributions to the pension schemes in

future years (2013: Nil).
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7. FINANCE COSTS 7. BAEMAK
Group
AER
2014 2013
—E—mE —E-=F
Note HK$’ 000 HK$’ 000
BifEE T#ExT FET
Interest on bank loans wholly BAREFAZIEEZEN
repayable within five years RITEFAFIE 907 2,281
Increase in discounted amounts of HARERImEEN
provision for major overhauls BARREEERNEL
arising from the passage of time REERIBM 23 253 187
1,160 2,468
8. DIRECTORS’ REMUNERATION 8. EEHM

Directors’ remuneration for the year, disclosed pursuant to the
Rules Governing the Listing of Securities (the “Listing Rules”) on
the Stock Exchange and section 78 of Schedule 11 to the Hong
Kong Companies Ordinance (Cap. 622), with reference to section
161 of the predecessor Hong Kong Companies Ordinance (Cap. 32),

EERFANENRIBB I s
FHRRATERRYUDREEBAT
Gl B2 EM R11E78IF UK
BREZRBEBNAGHIEINES
161 RIEELNT -

is as follows:
Group
AEE
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
T#ExT FiET
Fees B 218 —
Other emoluments: H b ErmN -
Salaries, allowances and benefits e EBER
in kind BEYFm 158 158
Discretionary bonuses BIETEAL 222 —
380 158
598 158

The Company was incorporated on 25 February 2014, hence,
director’s remuneration for the year ended 31 December 2013 was
remuneration received by certain directors of the Company from
subsidiaries now comprising the Group for their appointments as
directors of these subsidiaries.
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8. DIRECTORS’ REMUNERATION (Cont’d)

(a)

Independent non-executive directors

The fees paid to independent non-executive directors during
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8. EEHME)

(a) BUFHITES
FRAXNBALFNTESZE

the year were as follows: BT
2014 2013
—EF—mE —E-=F
HK$'000 HK$'000
FiERT FiExT
Ms. Ng Chung Yan Linda RERLZ+ 38 —
Mr. Ng Man Kung RIHEE 38 —
Mr. Sze Yeuk Lung Benedict EERELE 33 —
109 —

Ms. Ng Chung Yan Linda, Mr. Ng Man Kung and Mr. Sze
Yeuk Lung Benedict were appointed as independent non-
executive directors of the Company on 5 September 2014.

There were no other emoluments payable to the independent
non-executive directors during the year.

AERZt - RBEERE
ERAER-ZE-NFEARER
BEZITAARATBILIEHIT
-
FRAVES N BIFHTES
HAnsRE -
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8.

(b) Executive directors and non-executive directors

DIRECTORS’ REMUNERATION (Cont’d)

8. EEHMAE)

(b) BITEERFHTES

Salaries,
allowances
and benefits Discretionary Total
Fees in kind bonuses remuneration
e EER
EH ENFE BIETEAL [t
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FTET TR FET FERT
2013 —E-=F
Executive directors: HITESE !
Mr. Chau On Ta Yuen BZERLE — 76 — 76
Mr. Chan Kwan RELE — 82 — 82
— 158 — 158
2014 —E-NmF
Executive directors: HITESE .
Mr. Chau On Ta Yuen BZEREE 38 76 56 170
Mr. Chan Kwan REXE 26 82 53 161
64 158 109 331
Non-executive directors:  FHTESE :
Mr. Chan Pak Lam Brian B4 26 — 53 79
Mr. Chau Chi Yan Benny  BA#A%L4E 26 — 53 79
52 — 106 158
116 158 215 489

Mr. Chau On Ta Yuen and Mr. Chan Kwan were appointed
as executive directors of the Company on 18 March 2014
and 25 February 2014, respectively. Mr. Chan Pak Lam
Brian and Mr. Chau Chi Yan Benny were appointed as non-
executive directors of the Company on 18 March 2014.
Mr. Chan Kwan was appointed as the chief executive officer
of the Company on 18 March 2014.

There was no arrangement under which a director waived or

agreed to waive any remuneration during the year.

ELL ENVIRONMENTAL HOLDINGS LIMITED

Annual Report 2014

BARERTERRELEDH
R-ZE—MNF=A+NEHR=
E-NE—_A-+HAEZE
BARRNBZHITES - FRAM
EERBFATER=ZZE—DT
F=A+N\BEZEALLT
ZHEHTEE - RELERC
Z-NE=A+TN\BEZEA
RABZITHEBHE -

FRYEFMESHRIFE
HEEAHMA L -



Notes to Financial Statements
g E IR

31 December 2014 —ZE—F+=-H=+—H

FIVE HIGHEST PAID EMPLOYEES 9. LEESHMES
The five highest paid employees during the year included one FAEEEaTHEERE—B(=
(2013: two) director, details of whose remuneration are set out E—=-F WMB)ES BEEHMN
in note 8 above. Details of the remuneration for the year of the ZHEBEIR EXXHEES - FRER
remaining four (2013: three) non-director, highest paid employees THHE(ZZE—Z=ZF : =ZRK)FES
are as follows: ZEREHMES 2 HMEFEESI W
T
Group
AER
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
T#ExT FET
Salaries, allowances and benefits in kind e REEREYRE 2,129 516
Discretionary bonuses EIETEAL 370 —
Pension scheme contributions BIREF B 60 8
2,559 524
The number of non-director, highest paid employees whose SMENUTSHEFEENER ST
remuneration fell within the following bands is as follows: BMEEWNEENT :

Number of employees

EE®E
2014 2013
“EF—mE —E-=F
Nil to HK$1,000,000 £ % 1,000,00058 7T 3 3
HK$1,000,001 to HK$1,500,000 1,000,001 BT E
1,500,000 7T 1 —
4 3
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10.

INCOME TAX

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

No provision for Hong Kong profits tax had been made as the
Group did not generate any assessable profits arising in Hong
Kong during the year (2013: Nil).

The provision for the People’s Republic of China (the “PRC”)
income tax is based on the respective corporate income tax
rates applicable to the subsidiaries located in Mainland China as
determined in accordance with the relevant income tax rules and
regulations of the PRC.

Haian Hengfa Wastewater Treatment Company Limited (“Haian
Hengfa”) and Rugao Hengfa Water Treatment Company Limited*
(“Rugao Hengfa”) obtained preferential income tax treatment in
2014 whereby their income taxes are taxed at the taxable profit
based on 90% of the revenue generated for the year.

10.

Frie

REFAEHERABELHSHRA
FBES  AEEBEAREERER
RB R LB SHREMFRER -

A A SE B A O S SRR BB
EEATIBER(CR—=F
) HOBAEHREBRISHIRM -

thiE AR SAE (TR E ) FEHR
185 R AR YB3 o L P O B 22
T B 345 o0 LB T BUIR B R
ERFEENE CEFEREME
H oo

BREZRSKEEERAT (SR
B3 D RNBREZKEEFRQE
(TnRESE DR _T—-WFREEH
EHERGE Bl HFEHE
ERNERFRNEER 0% EXEBA
STEAEBLAT S AN -

Group

AER
2014 2013
—F—mE —E-=F
HK$’ 000 HK$’ 000
TF#ExT FiExT

Current — Mainland China BIHA — B it

Charge for the year FRXZH 8,220 9,455
Overprovision in prior years BEFEBRERE (216) —
Deferred (note 22) IEIE (MYEE22) 2,857 4,625
Total tax expense for the year FRPIIER AR 10,861 14,080

*

The English name of this entity represents management’s best effort
at translating its Chinese name as it did not register any official
English name.
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INCOME TAX (Cont’d) 10. FR{5#i(4#&)
A reconciliation of the tax expense applicable to profit before tax BN BB A R FTER
at the statutory rates for jurisdictions in which the Company’s EREENEEB BT E MRS AR
subsidiaries are domiciled to the tax expense at the Group’s FMEAWHRIER L EEAEEER
effective tax rate is as follows: HERGTENNIRER X WHERNT ¢
Group
AER
2014 2013
—T-mE —EB-=F
HK$’ 000 HK$’ 000
FERT FBT
Profit before tax RRBE AR A 22,136 47,974
Tax at the statutory tax rates of ETRERREERE
different jurisdictions ERRTTENHRIE 7,327 12,232
Adjustments in respect of current tax of ERABEHRE
previous periods BUHARLIE AV A (216) —
Effect of withholding tax on the distributable MR AREEHE
profits of the Group’s subsidiaries A3t B RS A =
in Mainland China DB N EE 1,391 2,154
Income not subject to tax BAEFHIA (2,650) (946)
Expenses not deductible for tax IRk 3 5,009 640
Tax expense at the Group’s effective tax rate RAEENERBIR
STERTIER X 10,861 14,080

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

The consolidated profit attributable to owners of the parent for the
year ended 31 December 2014 includes a loss of HK$1,654,000
(2013: Nil), which has been dealt with in the financial statements

of the Company (note 25(b)).

B RAHHEAE AESEF

BE-Z-—NF+-A=t+—H1
FEZBAREEABLES R
BEERAQATIKRE T LUEE
9 55 381,654,00058 T(=Z & — =
F 1 Z)(MaE25(0)) °
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Notes to Financial Statements
B RS SRR B

31 December 2014 —E—FE+=H=+—H

12.

13.

DIVIDENDS 12. B2
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
FET FET
Special interim dividend — 1R R
HK5 cents per ordinary share —BREBERS B 30,000 —

On 5 September 2014, the Company declared a special dividend
of HK$30,000,000 to the then shareholders of the Company. Such
special dividend was paid on 11 September 2014.

The directors of the Company do not recommend the payment of
any final dividend in respect of the year (2013: Nil).

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount for the
year ended 31 December 2014 is based on the profit for the
year attributable to ordinary equity holders of the parent of
HK$9,267,000 (2013: HK$32,259,000), and the weighted average
number of ordinary shares of 653,151,000 (2013: 600,000,000) in
issue during the year, as if the Reorganisation had been effective
since 1 January 2013.

The weighted average number of ordinary shares used to
calculate the basic earnings per share amount for the year
ended 31 December 2014 includes the 1,000 ordinary share
of the Company issued upon incorporation (note 24(i)) and the
599,999,000 new ordinary shares issued in the Share Swap
(note 24(ii)), as if all these shares had been in issue throughout
the year ended 31 December 2014, and the weighted average
of 563,151,000 new ordinary shares issued pursuant to the Share
Offer (note 24(iii)).
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13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT (Cont’d)

The number of ordinary share used to calculate the basic earnings
per share amount for the year ended 31 December 2013 was
based on 600,000,000 ordinary shares, representing the number
of ordinary shares of the Company immediately after the Share
Swap, as if all these shares had been in issue throughout the year
ended 31 December 2013.

No adjustment has been made to the basic earnings per share
amounts presented for the years ended 31 December 2013 and
2014 as the Group had no potentially dilutive ordinary shares in
issue during the years ended 31 December 2013 and 2014.

Notes to Financial Statements

13.

PR R EE

31 December 2014 —ZE—F+=-H=+—H

BARLERREREARGS
BREF (F)

BZEZ-_Z—=f+Z-A=+—H1
FE > ARTESREARBINE
7 1% 2 B T3 & 7 600,000,000 f%
B HEREAQIBERMER
BNEEREE  BUAMEZER
RBE=E—=F+=-A=+—
HIEFECT -

HRAEERBE=-Z—=6K=
E-—NE+=—A=1+—RALEEW
BORTEEHETER  SIE
HF2HBE-—S—=FER_-Z
—NE+-A=+—HLEEENE
RERBRSEEELARE -
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Notes to Financial Statements
B RS SRR B

31 December 2014 —E—FE+=H=+—H

14. PROPERTY, PLANT AND EQUIPMENT

14. W% - BB KRR

Group AE
Office Motor
Equipment equipment vehicles Total
BE WMAER RE at
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
T#ExT T#ExT TERT FERT
31 December 2014 —E—MmF
+=A=+-8
At 31 December 2013 R=Z—=F
and at 1 January 2014: +=A=+t—-BRK
—ZE-MF
—H—R:
Cost %S 1,983 744 1,016 3,743
Accumulated depreciation EFHE (246) (294) (683) (1,223)
Net carrying amount BREEE 1,737 450 333 2,520
At 1 January 2014, R=—Z—MF
net of accumulated —HR—A8:
depreciation MR E 1,737 450 333 2,520
Additions nNE 533 182 43 758
Depreciation nE (236) (136) (62) (434)
Exchange realignment EHES (45) (13) (8) (66)
At 31 December 2014, R-ZE—MF
net of accumulated +=—A=+—8"
depreciation G R E 1,989 483 306 2,778
At 31 December 2014: R-ZE—MF
t=RA=t—R:
Cost 5% 2,464 881 1,033 4,378
Accumulated depreciation ZFHE (475) (398) (727) (1,600)
Net carrying amount BREFE 1,989 483 306 2,778

ELL ENVIRONMENTAL HOLDINGS LIMITED
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14.

PROPERTY, PLANT AND EQUIPMENT (Cont’d)

Group (Cont’d)

Notes to Financial Statements
g E IR

31 December 2014 —ZE—F+=-H=+—H

14. Y% - BERHREE)

EBE(HE)
Office Motor
Equipment equipment vehicles Total
=’ WAERE AE #5

HK$ 000  HK$000 HK$000  HK$ 000
FTET FTET TR FTET

31 December 2013 —E-=f
+=A=+-8

At 1 January 2013: R=-Z—=%
—B—R:

Cost 2% 703 456 987 2,146

Accumulated depreciation ZFHRE (96) (199) (590) (885)

Net carrying amount RERE 607 257 397 1,261
At 1 January 2013, R-F—=%

net of accumulated —A—R"

depreciation HREFHINE 607 257 397 1,261
Additions NE 1,255 193 — 1,448
Acquisition of subsidiaries W BB IR A )

(note 26) (FffE26) — 77 — 77
Depreciation nE (160) (88) (75) (323)
Exchange realignment [EHE5 35 11 11 57
At 31 December 2013, R-ZE—=%

net of accumulated +=—A=+—8"

depreciation HREFHINE 1,737 450 333 2,520
At 31 December 2013: R-ZE—=%

tT=RA=t—R:

Cost A 1,983 744 1,016 3,743

Accumulated depreciation ZiHE (246) (294) (683) (1,223)

Net carrying amount BRTENFE 1,737 450 333 2,520
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31 December 2014 —E—FE+=H=+—H

15. INVESTMENTS IN SUBSIDIARIES 15. BERMBLR

Company
¥ NN
2014
—g-mg
HK$’ 000
FHT

113,781

FEMRS - A

Unlisted share, at cost

HARQ DR AERABOEYR
RS 2 RSB R AE I - T
HERREREE -

R B N FE A B B 2 R RR IR 2 HR
KREE  ZEFHENKREEEEL
SEREE -
R=Z-WFE+-A=+t—H K
SEMEARNFRENT

The amounts due from and to subsidiaries included in the
Company’s current assets and liabilities are unsecured, interest-
free and repayable on demand.

The carrying amounts of the amounts due from and to subsidiaries
approximate to their fair values due to their short term maturity.

Particulars of the subsidiaries of the Group as at 31 December
2014 are set out below:

Issued and paid up

Place of ordinary share Percentage of
incorporation/ capital/paid-up  equity attributable
registration and registered capital to the Company
business ERITREHRE FLFEMEEZENL  Principal
Company hame Wi,/ #@EKA,  Direct Indirect activities
NGt A REH EHEAMER =k A& TEEY
ELL Environmental Limited British Virgin Us$100 100% —  Investment
Islands (“BVI") 100% 7T holding
RBRUEE REZR
(EBEZES )
Everbest Water Treatment Development Hong Kong HK$1,000 — 100%  Investment
BEkBERE BB 1,00078 7T holding
REEZR
Grand Target Holdings Limited BVI HK$100 — 100%  Investment
RBELUEE 1008 7T holding
REER
Greatcorp International Limited Hong Kong HK$100 - 100%  Investment
(“Greatcorp”) 5% 10078 7T holding
REZR
Haian Hengfa* The PRC/ RMB30,000,000 — 70%  Wastewater
BRER" Mainland China AER# 30,000,000 7 treatment
HE/ FEIRE FKERE
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15.

INVESTMENTS IN SUBSIDIARIES (Cont’d)

Notes to Financial Statements
g E IR

31 December 2014 —ZE—F+=-H=+—H

15. BERMWEBE LA E (E)

Issued and paid up

Place ordinary share Percentage of
of incorporation/ capital/paid-up  equity attributable
registration and registered capital to the Company
business BBTREHE AQNFAEEEZENIL Principal
Company name B3/ LERE/ Direct Indirect activities
NEER AR EH B CHREMER B B TEEY
Rugao Hengfa** The PRC/ US$5,880,000 — 100%  Wastewater
MEEHE Mainland China 5,880,000 £t treatment
HE/FEIR EKEE
Rugao Honghao Metal Surface The PRC/ US$4,500,000 — 100%  Wastewater
Water Treatment Company Limited Mainland China 4,500,000 % T treatment
(“Rugao Honghao”) " FE,/ FEIRH SRR
NERRHEEBREKEEERAA
(TmgResE )
Notes: MIEE

the laws of the PRC.

*k

the laws of the PRC.

This entity is registered as a Sino-foreign equity joint venture under

This entity is registered as a wholly-owned foreign enterprises under

A The English name of this entity represents management’s best effort
at translating its Chinese name as it did not register any official

English name.

Y REBRBHEEEEMAHA

RERERE-

* ZERRBTBREEEMANE

BERE -

BERRERERAA
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31 December 2014 —E—FE+=H=+—H

16. SERVICE CONCESSION ARRANGEMENTS 16. BRFSHEFFTHRERHE
The Group has entered into a number of service concession AREE S BEE T Bl A ith U RS
arrangements with certain governmental authorities in Mainland BT KEIE R IR BOTE T X2
China on a BOT basis in respect of its wastewater treatment LIEREFTERHE - RIBRES
services. Pursuant to the service concession arrangements, FFRERE ARBEAENRBEITH
the Group has to design, construct, operate and manage WA - BiE - KEREETRER
wastewater treatment facilities in Mainland China over the service 5K R ER i o BUNFHERBIRFE AR
concession periods. The governmental authorities guarantee that EEEREEAZHFUNSEFENS
the Group will receive minimum annual payments in connection M AEEBERRFERASKEE
with the arrangements. The Group is generally entitled to use it R EERE ([ ZERRE]) - A
the wastewater treatment facilities and the related facilities (the m: AEBEEXTHFZERRE
“Facilities”), however, the Group has the obligation to maintain the REIFMRR BRZER ARG
Facilities in good condition and the Facilities will be transferred [EmE R —E A REREKERR
to the relevant governmental authorities at a specified level of EEBUNHEE - RS ELHET
serviceability upon expiry of the concession periods. The service BEEREERE - BOTZHHI &R
concession arrangements do not contain renewal options. The FARMET NG L L -
BOT agreements do not grant any termination rights to any of the
contracting parties.
As at 31 December 2014, the Group had 5 (2013: 5) service R=ZZ2-—NFE+=A=+—H &
concession arrangements on wastewater treatment with two = 155 B W 8] P B P 3t IR AR BT 32
governmental authorities in Mainland China and a summary of the S5IH(ZZF—=%F : 518) RE4STHE
major terms of the principal service concession arrangements, are T FERBEHIAELHENEIE
set out as follows: HFRRBMESHIIWOT -
Designed
Name of Type of processing
Name wastewater service capacity
of company treatment concession (ton/day) Service
as operator facility Name of arrangement & concession
EREEM BKEE Location grantor PRF T R period
OGRS 1 Bk g BTAEE RHER (/%) BHsH
Haian Hengfa Haian Hengfa Haian County, Haian County BOT on 20,000 28 years from
BRER Municipal Nantong City Construction wastewater 2002 to 2030
Wastewater EEm Bureau® treatment and extended to
Treatment psig s (1EEERE BE5K 2036 in 2013
Facility EER) RIEHBOT 28%F
(Phase ) ichte ek
BRERHH HEZE=ZEL
KRR PR=B-=F
(=) ERZEZE=RE

116 ELL ENVIRONMENTAL HOLDINGS LIMITED

Annual Report 2014



SERVICE CONCESSION ARRANGEMENTS (Cont’d)

Notes to Financial Statements

PR R EE

31 December 2014 —&

— B = =]

16. WRIFHFRTHERH(HE)

Designed
Name of Type of processing
Name wastewater service capacity
of company treatment concession (ton/day) Service
as operator facility Name of arrangement & concession
EREEN BKEE Location grantor PRF T RIEAE period
LOUNSEL Rt £ B g R INL RHER (/%) FR¥HHHE
Haian Hengfa Haian Hengfa Haian County, Haian County BOT on 20,000 22.5 years from
BRER Municipal Nantong City Construction wastewater 2013 to 2036
Wastewater MEm Bureau treatment 225%
Treatment hsigs TEEERE BE5K f=—B-=F8
Facility =R REHBOT FEZE=REL
(Phase Il)
BREBHH
BRI R
(=H)
Rugao Hengfa Rugao Hengfa Rugao County, Rugao Economic BOT on 20,000 25 years from
mRHEE Municipal and Nantong City and Technological ~ wastewater 2007 to 2032
Industrial ekl Development treatment and extended to
Wastewater ML Zone BREFK 2035 in 2009
Treatment Administrative REMBOT 25 E ,
Facility Committee EZLFRIE
(Phase ) THENZ :gz—im .
NREBEHHY i«‘mivhﬁﬁ?él: TRZBBNEF
RIF5K BEEE ERZ-Z=1F
RERE(—H)
Rugao Hengfa Rugao Hengfa Rugao County, Rugao Economic BOT on 20,000 25 years from
WRER Municipal and Nantong City and Technological ~ wastewater 2010 to 2035
Industrial Em Development treatment 254
Wastewater MEH Zone BESK f»t—i EFRHE
Treatment Administrative REMBOT “E-HEE
Facility Committee
(Phase Il TEEMR
WREHEHHR EERIHEE
TH5KEE EZE
Fie(=4)
Rugao Honghao Rugao Honghao Rugao County, Rugao Economic BOT on 3,500 28 years from
MR Heavy Metal Nantong City and Technological ~ wastewater 2011 t0 2039
Wastewater @M Development treatment 28%F
Treatment MEE Zone BREFK ?ﬁ —E—FB5HE
Facility Administrative REMBOT —E=h
NEREELE Committee
BKEER IHAME

*

EERREE
CEL

The official name of the grantor is in Chinese. The English
translation is for identification purposes only.
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31 December 2014 —E—FE+=H=+—H

16.

SERVICE CONCESSION ARRANGEMENTS (Cont’d)

Pursuant to the service concession agreements entered into by
the Group, the Group are granted the rights to use the property,
plant and equipment of the wastewater treatment facilities and
certain related land during the service concession periods,
but the Group is generally required to surrender these items of
property, plant and equipment to the grantors at a specified level
of serviceability at the end of the respective service concession
periods. As at 31 December 2014, the title certificates with
respect to certain land use rights of certain wastewater treatment
facilities to which the Group’s service concession arrangements
relate did not register under the names of the relevant companies
in the Group. The directors of the Company are of the opinion
that the Group is entitled to the lawful and valid occupation or
use of the buildings and land to which the above-mentioned land
use rights relate during the respective concession periods for nil
consideration for providing wastewater treatment services under
the relevant BOT agreements.

For the year ended 31 December 2014, revenue and profit were
recognised for exchanging construction services for a financial
asset amounting to HK$16,680,000 (2013: Nil) and HK$1,996,000
(2013: Nil), respectively, and no revenue (2013: Nil) was
recognised for exchanging construction services for an intangible
asset. Considerations for revenue related to the construction and
operation services under BOT arrangements were recognised
as “receivables under service concession arrangements” in the
consolidated statement of financial statements.
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Notes to Financial Statements
g E IR

31 December 2014 —ZE—F+=-H=+—H

16. SERVICE CONCESSION ARRANGEMENTS (Cont’d) 16. PRFFHFFTHERHE(E)
At 31 December 2014, certain wastewater treatment REZB—NE+=ZA=+—H &K
concession rights of the Group comprising receivables under SEE TS KEERTEERER
service concession arrangements with a carrying amount of H{E A 225,139,000/ 8 T (=& —=
HK$225,139,000 (2013: HK$231,467,000) were pledged to secure fF 1 231,467,00038 7T ) Ay AR #5455
bank loans granted to the Group (note 21). EZHETHWERRE)EBIKEES
RFAEENRITERVIER (M
21) °
Group
AEHE
2014 2013
—F—mE —E-=F
HK$’ 000 HK$’ 000
THET FE T
Receivables under service RIS REZHET W
concession arrangements FEURFRIE 334,999 340,408
Portion classified as current assets DEARBEENTS (42,240) (50,804)
Non-current portion FERBE D 292,759 289,604
An ageing analysis of the receivables under service concession BERZEAPHRBISTERHET
arrangements, based on the invoice date, is as follows: B FIE Y BRER DATAN T -
Group
AEE
2014 2013
—E-mE —E-=F
HK$’ 000 HK$’ 000
T#ExT FExT
Billed: CHRARE:
Within 3 months KR EP=R> N 15,947 17,209
4 to 6 months 426188 14,784 16,964
7 to 12 months 7E121EA 5,001 6,094
Over 1 year 1L — 4,481
35,732 44,748
Not yet billed HARBIERE 299,267 295,660
334,999 340,408

BREBRERERAT 119
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Notes to Financial Statements
B RS SRR B

31 December 2014 —E—FE+=H=+—H

16. SERVICE CONCESSION ARRANGEMENTS (Cont’d) 16. BRIF4SEFERBE(E)

Receivables under service concession arrangements are
usually due for settlement within 10 days after each month end.
Exposures to credit risk are monitored on an ongoing basis.
The Group has only two customers whom are local government
authorities in Mainland China and therefore concentration of credit
risk existed. The Group does not hold any collateral or other credit
enhancements over these receivable balances. In view of the fact
that the parties to BOT arrangements are municipal governments
in Mainland China, the directors of the Company consider the
credit risk is not significant.

An ageing analysis of the receivables under service concession
arrangements that are neither individually nor collectively
considered to be impaired is as follows:

BB ELZHFTHRBTERS
REBARE®I0BRNEIBEE - Ff
AENERARRZSEEEREE -
AEBER®EDE R T BRF
HEEF  HEFEERSETRERE -
REEE I E 2L BB IR AR
BEMERRFEMERERE
it - ERBOTZHMFT A HBHE
RTHEF  NRAREERAREN
BRI REK

RAB B =R B 1R R B A BRAS 45 5
FEZHET WEWIE MY BRE: 25 4T 20
T:

Group

rEE
2014 2013
—F-mE —E-=F
HK$’ 000 HK$’ 000
TF#ExT FET
Neither past due nor impaired BEARBH N RIRE 299,267 295,660
Less than 1 month past due BHA 1@ B LA 6,259 5,694
1 to 3 months past due BH1Z3{EA 9,688 11,515
4 to 6 months past due B AZE6EA 14,784 16,964
7 months to 1 year past due BH7TERZE1E 5,001 6,094
Over 1 year past due BEI1FE — 4,481
334,999 340,408

17. PREPAYMENTS AND OTHER RECEIVABLES 17. FERFIE R HEEEIE

Group

rEE
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
T#ERT FET
Prepayments FEFRIE 181 1,463
Other receivables Hith FEU R IE 466 4,775
647 6,238

None of the above assets is either past due or impaired. The financial
assets included in the above balances related to receivables for
which there was no recent history of default. Other receivables are
unsecured, interest-free and have no fixed terms of repayment.
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Notes to Financial Statements

PR R EE

31 December 2014 —ZE—F+=-H=+—H

18. CASH AND CASH EQUIVALENTS 18. RERHACEEY

Group Company
AEHE VYN
2014 2013 2014
e E:3 —E-=HF —E—mE
HK$’ 000 HK$’ 000 HK$’ 000
T#ET FExT TExT
Cash and bank balances HeRIBITHE 49,004 75,625 32,705
Time deposits EHFER 50,060 — 50,060
99,064 75,625 82,765

Cash and cash equivalents UTSIEMHENR S

denominated in: RESEEY

Renminbi (“RMB”) ARBTARE]D 43,751 67,748 30,058
HK$ BT 55,279 73 52,707
United States dollars (‘US$”) E(E ) 34 7,804 —
99,064 75,625 82,765

RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB
for other currencies through banks authorised to conduct foreign
exchange business.

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

ARBTUTERALBRBEMEY -
HEAR 45 R Bl P 2t B AR ) I
E EERVEEERE  &AE£H
R BREREETINE RN
TEARBRBABHMER -

RITREBVEBEBRBITERIRE
FERERDAE c EHREHEN
MERMEE N TF-—RE=EA
7% BFAEENKREFRM
- MASRZRZEENERER
FRERE - RITERREHERTD
FAMEN B R CENEERYE
RAT -
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31 December 2014 —E—FE+=H=+—H

19. TRADE PAYABLES 19.

An ageing analysis of the trade payables as at the end of the
reporting period, based on the invoice date, is as follows:

B SREMRIE

R|BEPR  REXZAPHES
RS RRIER R DT

Group

AEE
2014 2013
—F—mEF —E-=F
HK$’ 000 HK$’ 000
FET FExT
Within 1 month 1@ B A 3,900 1,798
1 to 3 months 1Z318A 404 155
Over 3 months SEAUL 758 521
5,062 2,474

The trade payables are non-interest-bearing and are normally
settled on terms of 30 days.

BEERARBBTTFER —RRN30
HAEE -

20. OTHER PAYABLES AND ACCRUALS 20. HEtEMNRERESER
Group Company
AEHE v /NS
2014 2013 2014
—E—-mg —E-=F —E—mE
HK$’ 000 HK$’ 000 HK$’ 000
F#ExT FET T#ET
Other payables HAtnpE(SFIE 883 41,968 —
Accruals FESTE A 5,541 1,035 1,350
6,424 43,003 1,350

Included in the above other payables of the Group as at
31 December 2013 was an amount due to a non-controlling equity
holder of Haian Hengfa amounting to HK$41,635,000 which had
been fully settled during the year ended 31 December 2014.

Other payables and accruals are non-interest-bearing and are
normally repayable on demand.
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21.

INTEREST-BEARING BANK BORROWINGS

Notes to Financial Statements
g E IR

31 December 2014 —ZE—F+=-H=+—H

21. = EHRITER

Group AEHE
2014 2013
—E-mE —F-=%
Maturity HK$’ 000 Maturity ~ HK$’ 000
E|HE THExT 2 H FExT
Current BN HA 2015 or 12,720 On demand 17,550
Bank loans — secured RITER—HIEKA on demand BER
—E-1%F
BIREX
Non-current JE BN ER
Bank loan — secured IRITER — EIKT 2016 - 2017
—E—RE
2
—F—tfF 5,621 —
18,341 17,550
Group
AEE
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
THExT FExT
Analysed into: BUT D4 -
Bank loans repayable: ARUTRREEEZ
HERITER
Within one year or on demand R—FERARIRER 12,720 17,550
In the second year E-HF 3,176 —
In the third to fifth years, inclusive FoFEERF(EFE
ZEZFRERF) 2,445 —
18,341 17,550

BEBRERARAD 123
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31 December 2014 —E—FE+=H=+—H

21.

INTEREST-BEARING BANK BORROWINGS (Cont’d)

As at 31 December 2014, a bank loan of HK$9,750,000 (2013:
HK$17,550,000) was a five-year term loan and repayable on
demand. It was denominated in US$ with a floating interest
rate at 1.25% above the US$ prime rate per annum. As at
31 December 2014, it was secured by the pledge of the Group’s
wastewater treatment concession rights comprising receivables
under service concession arrangements of HK$225,139,000
(2013: HK$231,467,000) (note 16). As at 31 December 2013, this
bank loan was also secured by personal guarantees provided by
Mr. Chan Kwan, Ms. Wong Shu Ying (substantial shareholder of the
Company) and Mr. Chan Chun Keung (a close family member of
Mr. Chan Kwan, a director of the Company) and certain properties
provided by Ms. Wong Shu Ying and Mr. Chan Chun Keung, of
which these personal guarantees and charges were released upon
the Listing. Subsequent to 31 December 2014, this bank loan had
been fully repaid in February 2015.

As at 31 December 2014, the Group had a three-year bank loan
of HK$8,591,000 (2013: Nil) which was denominated in RMB with
a fixed interest rate at 6.77% per annum. This bank loan was
secured by the Group’s land use right and properties used in the
operation of the Group’s wastewater treatment business with a
total construction cost of HK$6,047,000 which had been charged
to the cost of sales in the years of construction in prior years in
accordance with HK(IFRIC)-Int 12.
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R-EBE-—NMFE+-A=+—H" R
1T & 579,750,000 (=& — =
1 17,550,00038 7T ) BEZRER
EENEFHER - ZEBRUE
TTEHE  RETEERNEM1.25%
WIEBENZRFE - RZE—EF
+ZBA=+—8 ZEEZULXE
ES KBS RELTHE T HNEWRK
1§ 225,139,000 8 T(=ZZ— =4 :
231,467,000 7T ) (K sE16) 1E IK
o AZE—=F+=-H=+—
B ZEZRITERTUREBLE
FTRELZT(RARATDETERR) R
ERAE (RRAESHRELENR
BRRE)RENEAERRIAREIE
Rt RBERLERENETY
EEERF ZEEAERERALZR
tHEBR - RZF—NFE+=A
=t+—HB#% ZERTERERZ=
T-HFE_RERYEE -

RZE-—DNF+ZA=+—H &
£EE=FHR 1T E 78,591,000
BT(ZE—=F':%) ZEXU
AREETE  R6.77% NEEFF
it B - ZERTERUARAKE
BSKEREFXBEEN L AR
RYIEERT  BESKEBEES
B W E E K N 5 6,047,00058
7T ERBEFEREESE (ERE
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21.

Notes to Financial Statements
g E IR

31 December 2014 —ZE—F+=-H=+—H

INTEREST-BEARING BANK BORROWINGS (Cont’d) 21. A EMITHERE)
The maturity profile of the loans as at the end of the reporting RIBEHRBEARR 2[R
period, based on the contractual undiscounted payments and BRERGRAREINZE  ZEE
ignoring the effect of any repayment on demand clause, is as MRBEHARVEBERAOT
follows:
Group AER
Within Between
1 year 1 to 5 years Total
15K 1E5% st
HK$’ 000 HK$’ 000 HK$’ 000
F#ExT TF#ExT T#ET
At 31 December 2014 R-E—HE
+—-H=+—H 11,588 7,974 19,562
At 31 December 2013 R-E—=%
+=ZB=+—H 8,467 10,083 18,550
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22. DEFERRED TAX 22, EERIE
The components of deferred tax assets and liabilities with the BERBEERBBNARDD (B
net balance recognised in the consolidated statement of financial ERFENARE MR RIER) R
position and the movements during the year are as follows: REMNEBWMT -
Group AEHE
Temporary
differences
related
to service

Provision  concession
for major arrangements
overhauls EEfRF54FEF  Withholding

EX EZHERN taxes Total
BRiEEE ORUER Bl @5t
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
THEx THER FiET THET
At1 January 2013 RoE-=#—-f-7 704 (17,163) (6,449) (22,908)
Credited/(charged) to profit or loss HA/(HB)ER
during the year (note 10) B (M 10) 238 (2,779) (2,084) (4,625)
Acquisition of subsidiaries (note 26) BB R 2 7] (P 26) 66 (4,430) (2,259) (6,623)
Exchange realignment ERE5 26 (665) (280) (919)
At 31 December 2013 and RZE-=Zf#+ZA=1-H
1 January 2014 R-E-mE—F—A 1,034 (25,037) (11,072) (35,075)
Credited/(charged) to profit or loss A/ (B ER
during the year (note 10) B (M 10) 313 (3,155) (15) (2,857)
Exchange realignment EHET (28) 641 302 915
At 31 December 2014 RZE-NFE+=ZA=1—H 1,319 (27,551) (10,785) (37,017)
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22. DEFERRED TAX (Cont’d)

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

Notes to Financial Statements

PR R EE

31 December 2014 —ZE—F+=-H=+—H

IEEHIR ()

REFIEHN  HTELEREEER
BEC RGBT R 83
HWT ¢

Group
AEE
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
T#xT T8
Net deferred tax liabilities BRI IEEEFEE 37,017 35,075

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

There are no income tax consequences attaching to the payment
of dividends by the Company to its shareholders.

REPECERESHEL EFERA
RN ERERIIEREES
TR E BBMN10% R TEHH »
ZHREBRB-EENF-A—HE4E
HoEAREBE-ZEZLFE+=A
=+—BEESNEF - MPER
EZENEIREEFTE AR
BEITBBMHRL » AT IRBER =
HWAMFENH - AKEmNS - BA
HWIFENFHEHREE5%H10% °
It AEBEERZERPE A
SSHHMB AR —EENFE—A—
HEESAERMDIKREMmTE
N -

707 0 L R B S A RS 3 R 2
EARERE -
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23. PROVISION FOR MAJOR OVERHAULS 23. EXWIEEE
Pursuant to the service concession agreements entered into by RIEARNEBATE] L H AR A4S ST R 17
the Group, the Group has contractual obligations to maintain the BFAEBERESHNEE  UR
Facilities it operates to a specified level of serviceability and/or EHRENZERE  BREAFES
to restore the Facilities to a specified condition before they are —E R AFER SRR
handed over to the grantors at the end of the service concession BTG RE  EZEREEE
periods. These contractual obligations to maintain or restore the FTERTFARN BEHBEZEEMR
Facilities, except for any upgrade element, are recognised and e RERBEZERBENENE
measured in accordance with HKAS 37 Provisions, Contingent E(BRARBDINREBSFTER
Liabilities and Contingent Assets, i.e., at the best estimate of the EITHREE AAEERAAREE
expenditure that would be required to settle the present obligation FURARE B2 BER
at the end of each reporting period. The future expenditure on HFHRETREEENEHXINE
these maintenance and restoration costs is collectively referred AT SRR - EEZERER
to as “major overhauls”. The estimation basis is reviewed on an EEREBANARRAIGRBAI ER
ongoing basis, and revised where appropriate. Bl et EESEERTAUNES
BHERT ©
The movements in the provision for major overhauls of the RAFZERBNEXRIESERES
Facilities during the year are as follows: BT -
Group
AER
2014 2013
—E—mE —E-=F
Notes HK$’ 000 HK$’ 000
g FET FBT
At 1 January n—B—H 4,134 2,810
Additional provision FEMNRE 6 1,000 766
Increase in discounted amounts F AR RER A M E £ 1Y
arising from the passage of time BEIR & ERIE M 7 253 187
Acquisition of subsidiaries U BB A B 26 = 266
Exchange realignment fEHE5 (112) 105
At 31 December R+=A=+—H 5,275 4,134
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24. SHARE CAPITAL 24,

The Reorganisation was only completed on 25 February 2014,
hence, the paid-in capital as at 31 December 2013 represented
the paid-in capital of Everbest Water Treatment Development and
the paid-in capital as at 31 December 2014 represented the paid-
in capital of the Company.

PR R EE

31 December 2014 —ZE—F+=-H=+—H

FZ:N

BEAR-ZE-NE-_BA=-+HEHH
FEKR MRZZE—Z=ZF+="4A
=+ —-HHNEHRAIEE R KR
EBHREHBREA MR=-ZF—NF
TZA=+-BHHNEHRAEERA
AHNEHBAK -

Shares Bz
2013
—E-=F
HK$’ 000
FEx
Authorised: ERE
100,000 ordinary shares 100,000 B = AR EI{E
of HK$1 each 1B THEER 100
Issued and fully paid EEITERHRE :
4 ordinary shares of HK$1 each AREREAEBE1EINEBR —
2014
ZE—MF
HK$’ 000
FET
Authorised: ERE
3,800,000,000 ordinary shares 3,800,000,000 fR & i%
of HK$0.0001 each ME{E0.0001 B THEERR 380
Issued and fully paid: EEITRHRE :
800,000,000 ordinary shares 800,000,000 IR &%
of HK$0.0001 each ME{E0.0001 B THEERR 80

The Company is a limited liability company incorporated in the
Cayman lIslands on 25 February 2014 with an initial authorised
share capital of HK$380,000 divided into 3,800,000,000 ordinary
shares of HK$0.0001 each.

AABRBR-_E—WFE_A=-+5
HEHERETMRINERA
7 & #E E B’ 7 £380,000%
7T » 9 #3,800,000,000 i% & KR @
{£0.0001 B THEBER -
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24. SHARE CAPITAL (Cont’d)

The movements in the Company’s issued share capital during
the period from 25 February 2014 (date of incorporation) to
31 December 2014 were as follows:

24, BRA(4E)

AABRZE—NFE_A=-+HH
(M AEE-—S—NE+=
B=+t—HHEBTRAZHW

T
Number of
ordinary Issued
shares capital
in issue HK$’ 000
Notes 217 EEITRA
g LEBREE FEx
At 25 February 2014 R-ZE—IF
(date of incorporation) —A=+3EH
(M BER) — —
Issue of shares B An 31T (i) 1,000 —
Issue of shares pursant to the REBERMEIRN
Share Swap IR0 31T (ii) 599,999,000 60
Issue of shares pursuant to RIBRMOZBENRMDET
the Share Offer (ifi) 200,000,000 20
At 31 December 2014 R-IE—NF
+A=+—8 800,000,000 80
Notes: MoaE

(i) On the date of incorporation, one ordinary share was allotted and
issued by the Company to the initial subscriber, Mapcal Limited,
at HK$0.0001 per share and such one share was transferred to
Wealthy Sea Holdings Limited (“Wealthy Sea”) on the same day.
On the same day, 625 ordinary shares were allotted and issued to
Everbest Water Treatment Investment (Haian) Limited (“Everbest
Investment Haian”) and another 374 ordinary shares were allotted
and issued to Wealthy Sea for cash at par value. Wealthy Sea and
Everbest Investment Haian were the shareholders of Everbest
Water Treatment Development prior to the completion of the
Reorganisation on 25 February 2014.

(i)  On 25 February 2014, Everbest Investment Haian and Wealthy Sea
transferred all the shares they held in Everbest Water Treatment
Development to a directly wholly-owned subsidiary of the Company
in consideration of the Company allotting and issuing 374,999,375
and 224,999,625 ordinary shares to them, respectively, in
connection with the Reorganisation (the “Share Swap”). Further
details are set out in the paragraph “Reorganisation” in the section
headed “History, Reorganisation and Corporate Structure” to the
Prospectus.
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REMAZBEH —BREBER
7R A 7 #% 5 §% 0.0001 38 T &
B R EBTF AR E A Mapcal
Limited » Mz — RIRMHE B #E
BETHEEEERAA(HE
Bl -BERH ARAREREREE
BRI {E 2 Bl B 2% e 31T 625 iR
BRFEZRABREEZ)ER
AEMERREELZ ) RI7T4R
TERTEEUNRERS - B8
REHREEZNR-_TE—NFE=
B-+HEBAEREARAIERKX
HKBRENRE -

R-E-—NE=-A=+HB '
BEAME ERRESZREE
PRHEBERERENER KRR
BEENRERGTFAQAE —M
BEEWBRAR  EAEXQTEH
% % Fi 3 K 2% 17 374,999,375 1%
224,999,625 % B R KB
TBHER]D - E—DHFEER
AERERIEY - BEARLTHE
Bl-ETEH]-K-



24,

25.

SHARE CAPITAL (Cont’d)

(i)  In connection with the listing of the shares of the Company on the
Stock Exchange (the “Share Offer”), 200,000,000 new ordinary
shares of HK$0.0001 each were issued at a price of HK$0.55 per
ordinary share for a total cash consideration, before expenses, of
HK$110,000,000. Dealings in the shares of the Company on the
Stock Exchange commenced on 26 September 2014.

RESERVES

(@) Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statements of changes in equity.

()  Other reserves

The other reserves comprise the shareholders’
loans amounting to HK$82,304,000 capitalised on
25 February 2014 and the reserve arising from the
Share Swap.

(i) Exchange fluctuation reserve

The exchange fluctuation reserve comprises all relevant
exchange differences arising from the translation of
the financial statements of operations with functional
currencies other than HKS.

(i) Reserve funds

The transfers from retained profits to the reserve funds
were made in accordance with the relevant PRC rules
and regulations and the articles of association of the
Company'’s subsidiaries established in the PRC.

Notes to Financial Statements

24,

25.

PR R EE

31 December 2014 —ZE—F+=-H=+—H

B (4%)

(i) BASD R AP R B AT £ (TR
13 8 & 1) ™ = + 200,000,000 &
SREE0.0001 B THHEBER
EREREER0.55 8 THER
BT - MREAEORTTABEER
) #5110,000,00058 7T ° A2 &)
BOR=—ZF—-MNEARA=17"A
EMXFAFAREE -

i

(@ #A&£E
REAFERBEEE  K&EH

REBB -

() HfteliE

HimEEER =%
—NE—_A=-+HAE
% & 78 1982,304,00058
TREREZERMHDER
EERHE -

(i) [EZREFE
B 7R B R EEES
BELERRQERBT

SN R E B E A B AR
BHEREE X E5E -

(i) fEfEE

RIBAEHERAKE
RUAR AR BRPEIK
M EARNASER
MRS REENELCS
REE -
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25. RESERVES (Cont'd) 25. fkt5(4#)
(b) Company (b) Z&AQF
Share Retained
premium profits Total
Bz 43 i5 %1 R BEiEF Et
HK$’ 000 HK$’ 000 HK$’ 000
T#ExT T#ET FERT
At 25 February 2014 R-ZF—NF
(date of incorporation) —A=+EH
(FEMRZ BER) = = =
Profit and total FRENREZHEWALLE

comprehensive income

for the year — 28,346 28,346
Issue of shares pursuant RIBIRMGD EIRM R D E41T

to the Share Swap (B & 24(ii))

(note 24(ii) 113,720 — 113,720
Issue of shares pursuant RERDBENRMG T

to the Share Offer (B =E 244Gii))

(note 24(iii) 109,980 — 109,980
Share issue expenses BRpETRX (10,360) — (10,360)
Interim special 2014 —E-WEHRHSRIERE

dividend (note 12) (MiEE12) (30,000) — (30,000)
At 31 December 2014 R-Z—MEF

+=ZB=+—H 183,340 28,346 211,686
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26. ACQUISITION OF SUBSIDIARIES

Notes to Financial Statements

26.

On 15 February 2013, the Group entered into a sale and purchase
agreement with Ms. Wong Shu Ying and Ms. Judy Chan (a close
family member to Mr. Chan Kwan, a director of the Company)
to acquire a 100% equity interest in Greatcorp at an aggregate
consideration of HK$18,397,000. Greatcorp and its subsidiary
(collectively “Greatcorp Group”) are principally engaged in the
wastewater treatment services in Mainland China. The acquisition

was completed on the same day.

The fair values of the identifiable assets and liabilities of Greatcorp

PR R EE

31 December 2014 —ZE—F+=-H=+—H

Wi B B 1B 2 B

RZZE-—=Z5ZA+HH ' A&H
HEIBRZtTRRFEZL(ARAE
ERELENFRERE)FTLEEH)
#&  LLBK{E 18,397,000 T B
REERERE - REREKEAF
(Gl &) EE2RFTEARL
WEFKEERYE - WBSENE
BT °

REBEBH  RESENA@EEE

Group as at the date of acquisition were as below: ERBENAAREBENT :
Fair value
recognised
on acquisition
R R R
I UNPIAT]
Notes HK$’ 000
g FET
Property, plant and equipment ME - MERZE 14 77
Receivables under service BRAEAS T RE L HE T MBI R IR
concession arrangements 86,692
Prepayments and other receivables TR R B A YRR 13,121
Inventories 78 107
Amount due from a related party PEUR — & BEESE 75 FRIR 7,722
Cash and bank balances HE NIRRT 13,350
Trade payables B S ENFIR (301)
Other payables and accruals Hin A FIE R BT E (3,046)
Amounts due to related parties FE(S BB 5 7R 1E (59,674)
Interest-bearing bank borrowing FHERITER (25,350)
Income tax payables FEFFrS 8t (4,002)
Deferred tax liabilities EERIEAE 22 (6,623)
Provision for major overhauls BARREEE 23 (266)
Total identifiable net assets at fair value RASREHREEFERTE 21,807
Total consideration satisfied by DB EEBRRFIBZS
amounts due to beneficial shareholders HBERE 18,397
Less: Fair value of net assets recognised W ERREEFENAAE (21,807)
Gain on bargain purchase of subsidiaries EEEBENBLTWE (3,410)
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26. ACQUISITION OF SUBSIDIARIES (Cont’d) 26. UWEERHE A E (&)

The fair values of the receivables under service concession
arrangements and other receivables as at the date of acquisition
amounted to HK$86,692,000 and HK$12,996,000, respectively.
The gross contractual amounts of receivables under service
concession arrangements and other receivables were
HK$86,692,000 and HK$12,996,000, respectively. None of these
balances are expected to be uncollectible.

Acquisition-related costs are minimal and were expensed in profit
or loss for the year ended 31 December 2013.

The bargain purchase was arisen from the acquisition as the
Group’s interest in net fair value of the acquiree’s identifiable
assets and liabilities measured as at the acquisition date
exceeded the aggregate of the fair value of the consideration
transferred.

An analysis of the cash flows in respect of the acquisition of
Greatcorp Group is as below:

RULHE B B IR IS 45 TR R BT MO B
WA R H A B UERIR Y A R E D
5l % 86,692,000 7 7T % 12,996,000
BT - IRISAS TR HE T B9 FE IR
ERHMBERRENBENEED
%1 % 86,692,000 8 7T & 12,996,000
BT FHREERIETEEAR
@] o

WREBERABEARBEE=ZF
— =5+ A=t—-HLFEREHR
RS

ZEBEXRAARAEEERKE
AT ENRWEBL REBIEER
BENAAETHEZBRERER
BEREREMETYE -

FEWBEREEENRSREND
T -

HK$’ 000

THET

Cash and bank balances acquired WEEIR & K ER1TAEER 13,350
Net inflow of cash and cash equivalents included in FARETBELENRERE

cash flows from investing activities NIEENREBESEEBYRAEE 13,350

Since the acquisition, Greatcorp Group contributed HK$16,392,000
to the Group’s turnover and HK$9,094,000 to the Group’s profit
for the year ended 31 December 2013.

Had the combination taken place at the beginning of the year
ended 31 December 2013, the Group’s revenue and profit for
the year would have been HK$67,300,000 and HK$34,967,000,
respectively.
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BWRBR ZHEEEREE-Z
—=F+ZA=+—HLEEFEEAXK
EEE £ SR 16,392,0008 TR
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67,300,000 78 7T % 34,967,000 & 7T



27. MATERIAL NON-WHOLLY-OWNED SUBSIDIARY THAT

Notes to Financial Statements
g E IR

31 December 2014 —ZE—F+=-H=+—H

27. BEEAFEREANEERS

HAS A MATERIAL NON-CONTROLLING INTEREST EMB AR
Details of the Group’s subsidiary that has a material non- BEERIERERNAEEMNEB
controlling interest are set out below: ANRMNFHBEHINT :
Group REH
Percentage of Profit for the year
equity interest held by allocated to non-controlling Accumulated balance
non-controlling interest interest of non-controlling interest
FEREEMARERNL  SRTEEREENENER FEREIN G
2014 2013 2014 2013 2014 2013
Name of subsidiary “3-mg -%-§ ZF-mE -z Z§-mE  CE-c=E
WBARER % % HK$'000 HKS$'000 HK$'000 HKS$'000
Tin TiEn Tin TiEn
Haian Hengfa BZER 30 30 2,008 1,635 28,234 26,906
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HEEXEERETENEZESE
AHIE = (/)

TR B St B A =) BB B S
X - IRBEEEDBETERNQ

27. MATERIAL NON-WHOLLY-OWNED SUBSIDIARY THAT 27.
HAS A MATERIAL NON-CONTROLLING INTEREST (Cont’d)

The following tables illustrate the summarised financial information
of the above subsidiary. The amounts disclosed are before any

inter-company eliminations:

GIBESFELIE

2014 2013
—F—mEF —E-=F
HK$’ 000 HK$’ 000
TF#ExT FExT
Current assets RENEE 12,497 55,613
Non-current assets FRBEE 107,066 98,210
Current liabilities REEE (7,720) (53,417)
Non-current liabilities EREBEE (17,729) (10,722)
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
TF#T FET
Revenue =E LN 27,489 13,203
Total expenses FEYE (20,796) (7,753)
Profit for the year FREF 6,693 5,450
Total comprehensive income for the year FREZHEUA 4,429 7,950
Dividends paid to non-controlling interest AT I RER IR R — —
2014 2013
—F—mg —E-=F
HK$’ 000 HK$’ 000
T#ET FET
Net cash flows from operating activities KEEEREEN
BREne#8 7,020 337
Net cash flows used in investing activities RETEFERN
RERETFH (244) (500)
Net cash flows from/(used in) financing activities BEEEESE (FH)
MIREREF (35,441) 22,954
Net increase/(decrease) in cash ReRASZEY
and cash equivalents 0, CRd ) R 58 (28,665) 22,791
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28.

29.

30.

NOTE TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS

During the year ended 31 December 2014, shareholders’ loans
of HK$51,482,000 and HK$30,822,000 owed by the Group
to Everbest Investment Haian and Wealthy Sea, respectively,
were capitalised as other reserve upon the completion of the
Reorganisation on 25 February 2014.

CONTINGENT LIABILITIES

As at 31 December 2014, the Group had no significant contingent
liabilities (2013: Nil).

As at 31 December 2014, the Company had a guarantee given
to a bank in connection with a facility granted to a subsidiary.
The bank facility guaranteed by the Company was utilised to the
extent of HK$9,750,000 as at 31 December 2014.

OPERATING LEASE ARRANGEMENT - AS LESSEE

The Group leases certain of its office premises under an operating
lease arrangement. The lease for these office premises is
negotiated for a term of two years.

As at the end of the reporting period, the Group had a total future
minimum lease payment under a non-cancellable operating lease
falling due as follows:

Notes to Financial Statements

28.

29.

30.

PR R EE

31 December 2014 —ZE—F+=-H=+—H

SERERERME

BZ-Z-—-NFE+-A=+—HI1
FE > AKX ERERE
B % & EE#51,482,00058 T K
30,822,000 B TREREFRR-ZF
—ME-_A-+HBRREAER
FERBHMEE -

BARERE

REZZF-NE+ZA=+—H &
SEMEEAIREE/ (=T —=
FE) -

R=F-Dm&+=A=+—-H &
AT F —EMRB AN ED
RITREBER RZE—NF+Z
B=+—8 AQATERORITH
EE B 9,750,0008 7T °

REBERH-IEARKEA

AEERBELHERHHEERS
THAEYE - ZSEPLEWEN
HEBRERMF -

RIBEHR - AEBERE T T HHE
KERE - RT 5B HI AR R
RIEEERIBRENT

Group

£33
2014
—g-mE
HK$’ 000
T#ExT

2013
—E-=F
HK$’ 000
FET

—FR
E_EERF

Within one year
In the second to fifth years, inclusive

(BEEREMF)

276 —

184 —

460 —

At the end of the reporting period, the Company had no significant
operating lease arrangements.

R|BEBRR AR ABEREE
HEZH -
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31.

32.

COMMITMENTS

At the end of the reporting period, the Group had the following
significant capital commitments with respect of service

31. KiE

R &
BEAEZEEENERERK

HIR - AEREHEAUT LR

concession arrangements: &
Group
AEM
2014 2013
—E—mE —E-=F
HK$’ 000 HK$’ 000
FHET FET
Contracted, but not provided for ERTNEREE 35,287 4,916
Authorised, but not contracted for EEREERTY 51,645 56,753
86,932 61,669

At the end of the reporting period, the Company had no significant
commitments.

RELATED PARTY TRANSACTIONS

(a)

Recurring transaction with related parties and
commitment with related parties

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 substantially owned by Ms. Judy Chan and Ms.
Wong Shu Ying at nil consideration during the period from
1 January 2014 to 26 August 2014 (2013: Nil consideration).
On 5 September 2014, the Group entered into a commercial
premises sub-lease 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 rental of HK$276,000 per annum.
The amount charged to profit or loss duirng the year ended
31 December 2014 was HK$115,000. The Group expects
total rental expenses to Dragonfield in 2015 and 2016 to be
approximately HK$276,000 and HK$184,000, respectively.
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32. ABARS

(a)

EEBLNEENERS KRB
BT AN

R-ZZE-—NE—-F—HZZZ
—mENAZ+BHH
rEECUSERE(=ZE—=
F ERE)DEHEESR
AR(EHNDEHEFTZETR
FTHEZTEEHEENAT)
PHAMREBEREE 205 =
R OMEBI3ENERY
X(MA=EMXE)BERA
E-RZZE-NEABARA -
AEBHEERTIHAYE
SHE WEEERRER
WAEWE > WERPER - B
—Z-mENAZ+LBEE
—E-RENBZ+AHIL
FHELBH276,0008 T - HE
—E-NFE+ZA=+—H
IEtFEE BERNBRNESEE
£115,00078 7T - ANEEFEH
HERAR-Z—HEFER_-F
—ANEWNBHEERZD NS
276,00078 7T % 184,000 8 7T °



32. RELATED PARTY TRANSACTIONS (Cont’d)

(b)

(c)

Notes to Financial Statements
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32. BBIIR5(4E)

Non-recurring transactions with related parties (b) EERAEESMEREMRS
()  During the year ended 31 December 2013, certain of () B8=2=—F—=%+=A
the Group’s wastewater treatment concession rights =+—BHLEFE K&
were pledged to secure a bank loan of Greatcorp. BE TS KERESE
Prior to the acquisition as detailed in note 26, Ms. BIRFIERA D —FER
Judy Chan and Ms. Wong Shu Ying effectively each TERNER- - REE
held 50% in Greatcorp. This bank loan was also 26 Tl 2 WEB AT - BR
secured by personal guarantees provided by Mr. Chan FrtREIBERLZLTE
Kwan, Ms. Wong Shu Ying and Mr. Chan Chun Keung BB L E50% KR
and certain properties provided by Ms. Wong Shu FE - ZERITERTU
Ying and Mr. Chan Chun Keung (note 21). BREXE TR T
RBREREERBENE
AERUREEHRLZ L
REREREERENE
TYEERR(FEE21) »
(i) On 15 February 2013, the Group acquired Greatcorp iy R=-ZZFE—=%F-A+=%
from Ms. Wong Shu Ying and Ms. Judy Chan at an B AEBEUEAKRE
aggregate consideration of HK$18,397,000. Details of 18,397,0007%8 jT [0 £ &
the transaction are included in note 26 to the financial BT RBRF L WRE
statements. L - BRAXZWFHE
R B RMIFE26 °
Outstanding balances with related parties (c) EEEHITHIRBELER
Group
AER
2014 2013
—E—mE —E-=F
Notes HK$’ 000 HK$’ 000
g FiERT FiEx
Due from a related party: FEU — & A
— Mr. Chan Kwan -BRELE (i) — 542
Due to a related party: P — & Ba
- Mr. Chan Kwan -RELXE (i) = 8,965
Shareholders’ loans: RREM :
- Wealthy Sea — e (ii) — 30,822
— Everbest Investment Haian - HEERESR (i) — 58,507
— 89,329
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2014 F 3§

139



Notes to Financial Statements
B RS SRR B

31 December 2014 —E—FE+=H=+—H

32. RELATED PARTY TRANSACTIONS (Cont’d)

(c) Outstanding balances with related parties (Cont’d)
Notes:

(i) The balances represented advances/payments that were
non-trade in nature, unsecured, interest-free and repayable
on demand. All of these balances had been settled by cash
during the year.

(i)  These entities are the shareholders of Everbest Water
Treatment Development prior to the completion of the
Reorganisation on 25 February 2014. The amounts were
unsecured, interest-free and not repayable within one year.
On 25 February 2014, in consideration for cancellation of
shareholders’ loans of HK$51,482,000 and HK$30,822,000
owed by the Group to Everbest Investment Haian and
Wealthy Sea, respectively, 623 shares and 373 shares of
HK$1.00 each of Everbest Water Treatment Development
were allotted and issued to Everbest Investment Haian and
Wealthy Sea, respectively. The remaining balances had been
settled by cash during the year.

(d) Compensation of key management personnel of the

32. BBIHR5(4E)

(c) ERRAELTHRBMERR(E)

FffEE -
0]

(i)

ZEERRFEENBR
50 - EEHF - TFERE
EREE - IEREEHT
RAFEUREEN -

R-E—NMFE-_R=+HA
TREHAR  ZEEEAE
BKEBERIRR - 25X
HAEEKH -  RERBEAER
—FREE RNZZT—NE
ZAZ+HAB  EAEFHER
SEES X FEZERESST
% M5 /951,482,000 T
% .30,822,00058 T R R &
RWRE - ERABRRED
B HD 2% 2 2517623 IR &2 373
PR R EE1.0058 TR
M FEBRERZNEE -
BRECAARFEEE -

d) AEEEEREEASHHMH

Group
Group
rEE
2014 2013
—E-mg —E-=F
HK$’ 000 HK$’ 000
T#ExT FET
Short term employee benefits EHEERER 2,166 522
Post-employment benefits BEBEER 55 8
Total compensation paid to key IHFEEEE
management personnel ABEMFEEZRE 2,221 530

Further details of compensation of directors’ emoluments
are included in note 8 to the financial statements.

The related party transaction in respect of item (a) above
also constitutes continuing connected transaction as defined
in Chapter 14A of the Listing Rules.
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33.

34.

FINANCIAL INSTRUMENTS BY CATEGORY

As at the end of the reporting period, all the financial assets
and liabilities of the Group and the Company were loans and
receivables and financial liabilities at amortised cost, respectively.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS

The carrying amounts of the Group’s financial instruments
reasonably approximate to their fair values.

Management has assessed that the fair values of the current
portion of receivables under service concession arrangements,
other receivables, amounts due from and to a related party, cash
and cash equivalents, trade payables, other payables and interest-
bearing bank borrowings approximate to their carrying amounts
largely due to the short term maturities of these instruments.

The Group’s corporate finance team headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The corporate finance team reports directly to the
chief financial officer. At each reporting date, the corporate
finance team analyses the movements in the values of financial
instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the chief
financial officer.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced
or liquidation sale.

The fair values of non-current portion of receivables under service
concession arrangements and interest-bearing bank borrowings
have been calculated by discounting the expected future cash
flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities. The Group’s own
non-performance risk for interest-bearing bank borrowings as at
31 December 2014 was assessed to be insignificant.

During the year ended 31 December 2014, there was no transfer
of fair value measurement between Level 1 and Level 2 and
no transfer into or out of Level 3 for both financial assets and
financial liabilities (2013: Nil).

Notes to Financial Statements
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EENESMEMRIA

R|BEPR - ARERARFNE
HEMEERRBEI N RERRE
W R TR LA 4% 4 8H AR AN S (E Y &
gfE-

EMIBMNRARERRARERR

AEEERMTANKEEEQAE
BEMEE -

EEECERBETEZHETH
FEWRIE ~ HAEUWRIR - B
BNEBETHE RERBREEE
¥ BEREARIA - AfENSFR
Rt BRITERBHB N D RE
BEHEREEMRS  TBEHRZEET
BRSPS -

7 52 B P B 7 A 3 4R 48 Y B S (B
BEEBEERTAAREFENK
KRR - MBEEBRERED R
ERE - REBRSER - BHEEED
EMTABENSBALBEEAR
HENEZRAHE - HEBYH
MESEITELL -

TRHEENRBBENAREUZTIA
BREX S5 (MIFEATERHE)
ERNRSZTHAIRZEBARK

BRI 45 7T HE 2 HE T AR WK IR IR B
D RERITERNDIAEBELE
BERRKEMEAEREGRR  FE
EkRREFEHAMNT A EAFRI=R
HEHARKRRERBETRERM
AESH -R-F-—HFE+=A
=t—H  AREFERITERN
AENEBBEFESTERKR -

BE_Z—NFE+-A=+—HL
FE AREBEFEEF-BRESE
—ERENER HESREER
SREEEASEHE=BR (==
—=F )
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35.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The main risks arising from the Group’s financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity
risk. The directors of the Company review and agree policies for
managing each of these risks and they are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s debt obligations with a
floating interest rate.

For floating rate bank borrowings, a 50 (2013: 50) basis point
increase/decrease in interest rate at 31 December 2014 would
have decreased/increased the Group’s profit before tax for the
year by HK$49,000 (2013: HK$88,000).

Foreign currency risk

Foreign currency risk is the risk that the value of a financial
instrument will fluctuate because of changes in foreign exchange
rates. Individual companies within the Group have limited foreign
currency risk as most of the transactions are denominated in the
same currency as the functional currency of the operations in
which they relate. However, as the principal subsidiaries mainly
carried out transactions in RMB, therefore any appreciation
or depreciation of HK$ against RMB will affect the Group’s
consolidated financial position and be reflected in the exchange
fluctuation reserve.
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35.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

Credit risk

Credit risk is the risk that one party to a financial instrument will
cause a financial loss to the other party by failing to discharge an
obligation.

The main credit risk exposure to the Group arises from the
default or delinquency in principal payment of receivables under
service concession arrangements. The Group has concentration
of credit risk in relation to receivables under service concession
arrangements as the Group transacts only with two customers
whom are municipal governments in Mainland China. The
receivables under service concession arrangements are
monitored on an ongoing basis. In the opinion of the directors of
the Company, the credit risk is not significant.

With respect to credit risk arising from the other financial assets
of the Group, which comprise cash and cash equivalents, and
financial assets included in other receivables, the Group’s
exposure to the credit risk arises from the default of the
counterparties, with a maximum exposure equal to the carrying
amounts of these financial assets in the consolidated statement of
financial position.

Liquidity risk

The Group’s objectives are to maintain a prudent financial policy,
to monitor liquidity ratios against risk limits and to maintain
contingency plan for funding to ensure that the Group maintains
sufficient cash to meet its liquidity requirements.

Notes to Financial Statements
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 35. SRIEREEBERBIKR(E)
POLICIES (Cont’d)

Liquidity risk (Cont’d) RBESRR(E)

UERTWARMBRNARB/EE  RE
ERBEEHANEHEEIHER

The maturity profile of the Group’s financial liabilities as at the end
of the reporting period, based on the contractual undiscounted

payments, is as follows: T
Group REH
Within 1
year or on Between Between
demand 1and 2 2and 5
1EN years years Total
RIZEK 1E2% 2E5% wEt
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FTiEx F#ET FExT F#ExT
At 31 December 2014 R-FE—M&E+"A=+—H
Trade payables B S ESIE 5,062 — — 5,062
Other payables (note 20) H At FE 3 5018 (£ 20) 883 — o 883
Interest-bearing bank borrowings 3T ESR{TER 13,227 3,477 2,525 19,229
19,172 3,477 2,525 25,174
Within 1
year or on
demand
1ER
FIRER
HK$'000
FET
At 31 December 2013 R-F-=%+"HA=+—H
Trade payables B S RARIE 2,474
Other payables (note 20) H At FEASFRE (FfEE 20) 41,968
Amounts due to related parties ~ FE{TEEE H FUE 8,965
Interest-bearing bank borrowing & ESRITER 17,550
70,957
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)

Company

As at 31 December 2014, all of the Company’s financial liabilities,
including a guarantee given to a bank in connection with a bank
loan granted to a subsidiary amounting to HK$9,750,000, were
repayable within one year or on demand.

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and
to maintain healthy capital ratios in order to support its business.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31
December 2014 and 2013.
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R=ZF-DNF+=-A=t—-H XK
ATRAENMBEARE  AR—FA
FREREE - EREERRT -
&1 [ B8 2 5] A9 4R 1T & 5£9,750,000
BITAE TRITHRER -

EXEE

AEBEAEENTEERRRE
REBEUBSEEERELCE R
HEFEENERE RIFHE -
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 35. &@iEKEIEBEZERBUK(E)
POLICIES (Cont’d)
Capital management (Cont’d) BAREE(E)
The Group monitors capital using a gearing ratio, which is rEBREESBL R (UIEKESE
calculated by dividing total debt by total equity. Total debt is MUERBREITE)ETER - BF
the sum of other payables and accruals, an amount due to a BBEELIFNAETERBEREE
related party, interest-bearing bank borrowings and shareholders’ WARSE RN RIEALE  SFEHEHM
loans which represent payables of the Group incurred out of the EARIERESER - B — &k
ordinary course of business. The Group’s policy is to maintain the B wE - stRRTERRREE
gearing ratio at a reasonable level. The gearing ratios as at the R AEBNWHEAKEESEBR
end of the reporting periods were as follows: REFREEKFE - RBEHRHP
EEBELERNT
Group AEH
2014 2013
—F—mE —ET—=F
HK$’ 000 HK$’ 000
FiERT FET
Other payables and accruals Hith B FRIR
REFTEA 6,424 43,003
Amount due to a related party P — B BAESE 5 7RIR — 8,965
Interest-bearing bank borrowings T RBITER 18,341 17,550
Shareholders’ loans RRER — 89,329
Total debt B 4EEE 24,765 158,847
Total equity PR ABRE 364,829 215,252
Gearing ratio EESEER 0.1 0.7
36. APPROVAL OF THE FINANCIAL STATEMENTS 36. MR ETAHLE

The financial statements were approved and authorised for issue
by the board of directors on 18 March 2015.
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The consolidated results of ELL Environmental Holdings Limited (the
“Company”) and its subsidiaries (together the “Group”) for the year
ended 31 December 2014 and the consolidated assets, liabilities and
non-controlling interest of the Group as at 31 December 2014 are those
set out in the audited financial statements.

The summary of the consolidated results of the Group for each of
the three years ended 31 December 2011, 2012 and 2013 and of the
consolidated assets, liabilities and non-controlling interest of the Group
as at 31 December 2011, 2012 and 2013 has been extracted from the
prospectus issued on 12 September 2014 in connection with the listing
of the Company’s shares on the Main Board of the Stock Exchange of
Hong Kong Limited on 26 September 2014.

No financial statements of the Group for the year ended 31 December
2010 have been published.

The summary below does not form part of the audited financial

Four-Year Financial Summary

WE S Py

BERERERERATTAQITDRE
MBLAR(GBE AEE NEBEEZE=-_F—N
F+ZA=+-HLEEENGREEE
FAEBR-_ZE-—NFEF+=-B=+—H
HireEE BERFEREZHNAL
ERPIERE

rEBEE-_ZE——F - ZZE—ZFK
—E-=ZFE+ZA=t+—-BLEZ=ZEAFE
EFENREEBEURTEER =T ——
F ZE-_FRZE-Z=F+ZAH
=t+t—HNGREEE BERFERE
R ERSEBEARA-ZS—TNENA
TZHAEBEAQIARMR-ZT—NEA
BZ+ABEBIXMERLTHBRE

e

AEBYENEBE-ZT-FTF+A
=+ —-HEFENIBHRE -

LIS AR S ER I EIRRA —

statements. D °
RESULTS ES
Year ended 31 December
BE+-_BA=1+—HLEE
2014 2013 2012 2011
—E-mE —F-=F -T--F - —F
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FET FHET FExT FExT
Revenue Uz 85,183 65,090 46,900 44,560
Profit before tax BRFL AR 22,136 47,974 34,007 31,325
Income tax expense P82 (10,861) (14,080) (6,973) (5,784)
Profit for the year FRaR 11,275 33,894 27,034 25,541
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Four-Year Financial Summary

FHREEE
ASSETS, LIABILITIES AND NON-CONTROLLING INTEREST BE BERIFERES
As at 31 December
R+=H=+—H

2014 2013 2012 2011
—F-mE —F-=F =F-=-F =F——F
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FET FET Fiax FET
Total assets HEE 437,796 425,682 433,969 362,189
Total liabilities wmaesE (72,967) (210,430) (260,897) (218,006)
Non-controlling interest IR (28,234) (26,906) (24,521) (22,775)
336,595 188,346 148,551 121,408
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