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Corporate Information
REEH

BOARD OF DIRECTORS
Executive Directors
Mr. Qin Yongming (Chairman)
(resigned as CEO and appointed as chairman on 17 July 2017)

Mr. Zhu Patrick Xiangdong (Chief Executive Officer)
(appointed as Executive Director on 7 April 2017, resigned as
Chief Operation Officer and appointed as CEO on 17 July 2017)

Mr. Tu Jianhua (resigned as chairman on 17 July 2017)

Independent Non-Executive Directors
Dr. Loke Yu

Mr. Zhu Dajian
Ms. Qian Liping

EXECUTIVE COMMITTEE
Mr. Qin Yongming (Chairman)

(appointed as chairman on 17 July 2017)
Mr. Tu Jianhua (resigned as chairman on 17 July 2017)
Mr. Zhu Patrick Xiangdong

AUDIT COMMITTEE
Dr. Loke Yu (Chairman)

Mr. Zhu Dajian
Ms. Qian Liping

REMUNERATION COMMITTEE
Mr. Zhu Dajian (Chairman)

Dr. Loke Yu
Ms. Qian Liping

NOMINATION COMMITTEE
Mr. Qin Yongming (Chairman)

(appointed as chairman on 17 July 2017)
Dr. Loke Yu
Mr. Zhu Dajian
Ms. Qian Liping
Mr. Tu Jianhua (resigned as chairman and member on 17 July 2017)

STRATEGY AND INVESTMENT COMMITTEE
Mr. Qin Yongming (Chairman)

(appointed as chairman on 17 July 2017)
Mr. Tu Jianhua (resigned as chairman on 17 July 2017)
Mr. Zhu Patrick Xiangdong
Mr. Goh Kian Guan

PRICING COMMITTEE
Mr. Zhu Patrick Xiangdong (Chairman)

Mr. Qin Yongming

Mr. Wong Wun Lam, Peter (appointed on 28 August 2017)
Mr. Goh Kian Guan

Mr. Koon Wai Hung (resigned on 28 August 2017)
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AUTHORISED REPRESENTATIVES
Mr. Tu Jianhua

Mr. Koon Wai Hung

CHIEF FINANCIAL OFFICER
Mr. Wong Wun Lam, Peter (appointed on 10 August 2017)

JOINT COMPANY SECRETARIES
Mr. Koon Wai Hung

Ms. So Lai Shan

AUDITOR

PricewaterhouseCoopers

LEGAL ADVISORS

Conyers Dill & Pearman (Cayman Islands)
DLA Piper Hong Kong

Deacons (Hong Kong)

Dechert LLP (Hong Kong)

Latham & Watkins LLP (Germany)

CMS Hasche Sigle (Germany)

Menold Bezler (Germany)

PRINCIPAL BANKERS
Standard Chartered Bank (Hong Kong) Limited

The Hongkong and Shanghai Banking Corporation Limited
Bank of China

Agricultural Bank of China

Shanghai Pudong Development Bank

KeyBank National Association

REGISTERED OFFICE IN CAYMAN ISLANDS

Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

REGISTERED OFFICE AND PRINCIPAL PLACE OF

BUSINESS IN HONG KONG
48 Wang Lok Street

Yuen Long Industrial Estate
Hong Kong

GROUP HEADQUARTERS
23/F, Infitinus Plaza

199 Des Voeux Road Central
Hong Kong
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Corporate Information (continued)

DAER (H)

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

No. 8, Baijin Road

Taizhou Renewable Metal Resources Industry Base

Lugiao, Taizhou

Zhejiang

The PRC

HEADQUARTERS IN EUROPE
Berndt-Ulrich-Scholz-Str.1

73457 Essingen

Deutschland

HEADQUARTERS IN NORTH AND CENTRAL
AMERICA

2144 W. McDowell Road

Phoenix, AZ 85009

USA

*  For business addresses of other principal operational bases of the Group, please refer
to the Company'’s website.

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR
AND TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

WEBSITE

www.chihogroup.com (changed on 23 June 2017)

STOCK CODE
976
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On behalf of the Board of Directors (the “Board”) of Chiho Environmental Group
Limited (the “Company”), | present the unaudited condensed consolidated
interim results of the Company and its subsidiaries (the “Group”) for the six
months ended 30 June 2017.

The Group's revenue for the first six months of 2017 increased substantially by
approximately 4.8 times when compared to the same period of last year, and
achieved profit turnaround. The Group completed the acquisition of the entire
share capital of Scholz Holding GmbH (“Scholz Holding” and together with its
subsidiaries, “Scholz Group”), a world leading mixed metal recycling giant in
Germany at the end of last year, and presented consolidated financial statements
from 2017 onwards. The outstanding performance by Scholz Group and the
Group’s main operation base in Greater China, coincided with the gradual
recovery of the commodity market, contributed to the Group’s better than

expected results during the period under review.

The Group implements a “Go Global” strategy and seeks to establish a sustainable
business model through vertical integration. This is to ensure the Group’s greater
participation in the industry while reducing its dependence on any single market
and maximising the synergy between different regional segments. Currently,
the Group is the only listed metal recycling corporation with major operation
bases across three continents (Asia, Europe and North America) in the world. The
objective of the Group is to become a global leader in the metal recycling and
environmental protection industries. The acquisition of Scholz Group represented

an important step for us to achieve such objective.

Established in 1872, Scholz Group is based in Europe, with a business presence
spanning Europe, North and Central America. It is one of the largest mixed metal
recyclers in the world with advanced end-of-life vehicle processing capability.
With over a century of history, Scholz Group has developed several advanced
technologies to become one of the few companies capable of handling and

recycling multiple types of materials in the world.

2017 INTERIM RESULTS

The operating revenue for the six months ended 30 June 2017 amounted to
HK$8,802 million (2016: HK$1,513 million), which increased substantially by 4.8
times when compared to the same period of 2016. The adjusted operating profit
and profit for the period were HK$433 million and HK$214 million respectively,
achieving a turnaround from the adjusted operating loss and loss for the period

of HK$141 million and HK$172 million respectively in the same period of 2016.
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Chairman’s Statement (continued)

EFEHE (B)

REGIONAL PERFORMANCE

Europe and America

The performance of Scholz Group in Europe and America in the first half of 2017
was good. The Group’s optimisation measures on the financial situation of Scholz
Group including deleveraging, balance sheet restructuring and improving liquidity
were effective and helped boost its processing volume. This coincided with the
commodity pricing recovery since the end of 2016, contributed to the substantial
improvement in its income and earnings when compared to the same period of

last year.

In the first half of 2017, the Europe and America recorded a revenue of HK$6,521
million and the adjusted operating profit of HK$232 million.

Scholz Group possesses excellent business managers who have been supporting
its operation. With accumulated rich professional knowledge and experience
in the industry, these staff members are the Group’s important assets. The
Group will take further restructuring measures to strengthen Scholz Group's

management and organisational efficiency.

In addition, the synergy between the two regional segments were gradually
shown, especially with Hong Kong taking up the agency role for Scholz Group for

more exports and third party trading business.

Greater China

In the first half of 2017, the revenue of the Greater China region increased by
50.7% to HK$2,281 million when compared to the same period of last year,
and the adjusted operating profit of HK$130 million was recorded, making a
turnaround from the adjusted operating loss of HK$54 million in the same period
of last year. The impressive interim results of the Greater China region were mainly
attributable to the growth in the domestic market of non-ferrous metal scrap in
China which led to the increase in the sales price, as well as the adjustments to

business strategies and strengthened internal management.

In compliance with the regulations on the processing and export of E-waste by
the Hong Kong Environmental Protection Department as well as the Promotion
of Recycling and Proper Disposal (Electrical Equipment and Electronic Equipment)
(Amendment) Ordinance 2016, the Group has invested more than HK$120 million
in its plant located in Yuen Long for purchasing various processing lines so as to
comprehensively enhance the processing of electronic wastes, waste electrical
and electronic equipment and scrap cables, which are expected to be completed,

tested and put into operation within this year.
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Prospects

Recycling is not just about making money; it is for the benefit of Earth’s ecology
as well as all mankind and our descendants. As the global population grows,
its impact on the environment and resources increases. More recycling will help
reduce our damage to the environment, mitigate the exploitation of natural

resources, and reduce our reliance on fossil fuels and non-renewable resources.

For the People’s Republic of China (“PRC") market, resources recycling plays an
important role in the development of its economy, security and society. As the PRC
is a developing country with relatively insufficient resources, it is the most effective
way to support sustainable development by enhancing the efficiency of natural

resource recycling and utilisation.

For the sake of environmental protection, the PRC government has introduced
the Implementation Plan of Solid Waste Import Management System Reform as a
more stringent system to further regulate the market. We expect that there will be
gradually fewer illegal business activities in the market and less illegally imported
solid waste, to give room for the domestic solid waste processing and recycling
industry to develop within a more regulated framework. This would enhance the

competitiveness of large-scale and compliant enterprises such as the Group.

The Group believes that a balance between environmental protection and the
development of resources recycling industry could be struck. To go with the flow,
we will consider doing preliminary metal scrap processing in the countries of the
Association of Southeast Asian Nations or other neighboring countries before
exporting them to the PRC to meet its demand for scrap metal resources. On the
other hand, we will also consider an upgrade of the plants in Taizhou to engage in
deep-processing business. The recycling industry in Europe and America is mature
especially in terms of the recycling technologies and establishment of recycling
systems, with Scholz Group being an example in this regard. The Group expects to
effectively apply those abilities and experience in Europe and America to the PRC

market.

Brexit is said to bring challenges to Europe for at least two to three years to come
but the Group has no significant investment in the United Kingdom. The Group
mainly has investment and operations of a considerable size in Germany and
neighboring European Union member countries supplying raw materials for the
heavy industrial production of steel, the foundation of which is expected to remain
solid. In the current global economic context, we believe the Group’s existing

business in Europe will continue to recover and maintain reasonable returns.
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Chairman’s Statement (continued)

EFEHE (B)

The Group owns Liberty Iron & Metal Holding, Inc. (“Liberty”) through Scholz
Group and carries out its business in North and Central America. Such business
also developed steadily during the period under review. Liberty is a leading
processor and broker of ferrous and non-ferrous metals in North America. This
was attributable to the US government encouraging local production, and the
brand effect of Liberty.

As the only metal recycling corporation with major operation bases across three
continents (Asia, Europe and North America) in the world, we will continue to
make full use of our advantages backed by our global layout of operations and
Scholz Group and Liberty’s brand name, purchasing networks and advanced

technology, in order to generate synergy for the Group.

In conclusion, the Group made an exciting start in the first half of 2017. We are
delighted but not complacent with this. The business of Scholz Group is now back
on the right track. We will continue to implement stringent financial policies on
the management of our core business and adopt prudent capital management for
all investment activities, to enable the Group to achieve its growth strategy while

continuously improving its cash flow and indebtedness position.

Looking ahead to the second half of 2017, the Group will continue to uphold
the abovementioned investment management principles and remain cautiously
optimistic about the business prospects. | strongly believe a progressive
implementation of the Company’s strategy is conducive to increasing shareholder
value, and look forward to sharing fruitful results with all shareholders in the

future.

We attach great importance to the cultural integration among the Group's
different regions. We hope to become a multinational and multicultural company.

At the same time, we value local wisdom, which we call “glocally”.

Last but not least, | would like to extend my gratitude to the loyalty, effort,
professionalism and valuable contribution of the Board and all staff members of
the Group around the world. | would also like to express my sincere thanks to our
clients, suppliers and other business partners for their trust and faith in the Group

all along.

Qin Yongming
Chairman

Hong Kong, 28 August 2017
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Management Discussion and Analysis

BUSINESS REVIEW AND OUTLOOK

After USUM Investment Group Hong Kong Limited became the
Company’s single largest shareholder by acquiring approximately
62% interest in the Company at the end of 2015, we had successfully
achieved an important milestone by acquiring the entire share capital
of Scholz Holding in December 2016. Scholz Group is one of the
world’s largest mixed metal recycler with advanced end-of-life vehicles
processing capability. It has developed several advanced technologies to
become one of the few companies in the world capable of handling and
recycling multiple types of material. We act as a pioneer to integrate the
rather fragmented recycling industry while consolidating and integrating
our business operations worldwide.

The Group’s performance has significantly improved and an impressive
result was recorded in the first half of 2017 due to the following key
success factors:

1. A stable economic environment with less commodity price
volatility helped the metal recycling industry to recover gradually
after it bottomed out in the fourth quarter of 2016.

2. A series of restructuring steps and deleveraging measures were
carried out by the Company to improve the operational and
financial performance of Scholz Group since the second half of
2016.

3. Synergistic effects were created between the newly acquired
business and original businesses.

The Group'’s performance

The Group recorded a substantial increase in revenue, gross profit and
profit for the period in the first half of 2017, which was mainly attributable
to the financial performance of Scholz Group being fully accounted in this
period and the impressive results of the main operation base in Taizhou
in the Greater China region. The Group’s revenue was approximately
HK$8,802 million in the first half of 2017, representing an increase of
approximately 4.8 times compared to approximately HK$1,513 million
in the same period of 2016. During the period, the Group’s gross
profit was approximately HK$1,045 million, representing an increase
of approximately 14.8 times when compared with the gross profit of
approximately HK$66 million in the same period of 2016. Also, the gross
profit ratio improved from 4.3% for the six months ended 30 June 2016
to 11.9% in the same period of 2017. The improvement of the operating
performance in the first half of 2017 resulted in a turnaround in the results
with profit for the period of HK$214 million, as compared to the loss for
the period of HK$172 million in the same period of 2016.
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Management Discussion and Analysis (continued)
EEERES N (&)

BUSINESS REVIEW AND OUTLOOK (continued)
The Group sold in aggregate over 2,424,000 tonnes of recycled products
during the first half of 2017. This represents a remarkable increase
of 9.4 times when compared to 234,000 tonnes sold in the same
period of 2016. During the period, the Group continued to follow its
usual practices of consistently buying mixed metal scrap and selling its
recycled products in accordance with its processing ability. Moreover,
the Group made efforts to streamline and improve the inventory cycle
so as to mitigate the short-term impact of price volatility on the overall
performance of the Group.

Basic earnings per share attributable to owners of the Company
amounted to HK$0.122 in 2017 (2016: Basic loss per share HK$0.106).

Operation performance

After the acquisition of Scholz Group which was completed in December
2016, the Group has extended the metal recycling business from Greater
China to worldwide (including Europe and America). The management
organises the Group and reviews the Group's financial performance and
allocates resources on a geographical basis and hence the operating and
reportable segments are identified based on the location of the main
operation bases of the original business (“Greater China” region) and
the newly acquired business (“Europe and America” region).

Europe and America

As one of the largest European-based global network of companies and
affiliates active in this industry, Scholz Group is principally engaged in
processing mixed metal scrap. Founded in 1872, Scholz Group provides
all steps in recycling mixed metal scraps and is equipped with the one-
stop system for collecting, gathering, sorting and processing. Scholz
Group is among the processing and technology leaders in ferrous and
non-ferrous metal recycling worldwide. In 2016, Scholz Group sold
around 4 million tonnes of recycled ferrous and non-ferrous through its
business activities in Europe, North and Central America. Scholz Group
has a global network of over 300 collecting and processing yards in
20 countries with a regional focus on Germany, Austria, the Balkans
as well as America including Mexico. Sufficient provision of recycling
materials, the movement of raw material prices, efficient logistics as well
as efficient processing steps are the major factors affecting the business
model of Scholz Group. The Group’s business in America is mainly
carried out by Liberty Iron & Metal Holding, Inc. (“Liberty”) in the United
State of America (“USA"), which is wholly-owned by Scholz Group.
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Management Discussion and Analysis (continued)

EEEN®WR D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Europe and America (continued)

In the few years before the acquisition of Scholz Group in December
2016, Scholz Group was significantly over-leveraged, poorly managed
and its equity value was negative before the acquisition by the
Company. Following a series of restructuring steps with respect to
its financial situation and deleveraging measures carried out by the
Company, its finance costs and legal and professional fees in relation
to the restructuring were significantly reduced. In addition, the
continuing liquidity provided by the Company increased its working
capital and processing volume. Those efforts helped to bring Scholz
Group's business back on track by regaining its suppliers and customers’
confidence. As a result, the operating performance of Scholz Group has
improved since January 2017 which has led to an increase in revenue,
ultimately improving the profitability of Scholz Group.

During the current interim period, Scholz Group recorded the revenue
of HK$6,521 million, or approximately 74.1% of the total revenue of
the Group. During the period, both its processing tonnage and average
selling prices of its metal scrap products increased substantially as a
result of the gradual recovery of commodity pricing, the strong demand
from electric arc furnace in various regions for steel scrap out of Europe
and USA, and the increased purchase of steel scrap in USA by metal
traders. The adjusted operating profit of Scholz Group for the first half
of 2017 was HK$232 million.

Greater China

The global economic outlook showed modest signs of recovery in the
first half of 2017, with less volatility in commodity prices and interest
rates, alongside the weakening of the U.S. Dollar as the Federal Reserve
may not pursue interest rate hikes at market’s expectation. These factors
provided a stable environment for the metal recycling industry to recover
gradually after it bottomed out in the fourth quarter of 2016.
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Management Discussion and Analysis (continued)

EEENRR D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Greater China (continued)

The global metal market had shown a prolonged downward trend in
the past six years. After reaching the lowest price level in the first half of
2016, the metal prices rebounded significantly in the fourth quarter of
2016 and have been growing steadily with less volatility since the first
half of 2017.

As a result, the average selling prices of our metal scrap products
increased substantially, hence the revenue of HK$2,281 million was
recorded for the period, which increased significantly by approximately
51% or HK$768 million, when compared to that of HK$1,513 million
for the same period in 2016. The stable growth of metal price is the key
driver to improve the profitability and the operating performance, hence
the adjusted operating profit of HK$130 million was recorded for the six
months ended 30 June 2017, making a turnaround from the adjusted
operating loss of HK$54 million in the same period of 2016.

The PRC's domestic policy on the import of solid waste is becoming
more stringent gradually, which will foster further development and
improvement of the domestic solid waste recycling system. Meanwhile,
special actions combating illegal behavior in the imported waste
processing and utilisation industry are underway. The policy on the
import of metal scrap is also under adjustment. These present challenges
as well as opportunities for fully compliant enterprises such as the
Group.

Some uncertainties over the global economy and metal market in the
coming months may affect our business, such as the demand of metal
scrap being affected by the slowdown of the growth in infrastructure,
excess capacity of ferrous metals continuing and intense competition
within the industry despite many small and medium-sized industry
peers closing down due to the cyclical decline in last few years. The
management still believes that the Group will have a promising prospect
in 2017 by capitalising on the synergies created through trading across
Europe, North America and Greater China and the full sharing of market
intelligence and knowledge.
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Management Discussion and Analysis (continued)

EEEN®WR D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Our Procurement Network

In 2017, the Group further strengthened its procurement network with
established and developed suppliers across the globe, spanning Europe,
America, Oceania, the Middle East and East and Southeast Asia. The vast
procurement network of Scholz Group comprises over 300 collecting
and processing yards mainly located in Europe (Germany, Poland,
Austria, Czech Republic, Romania, the Balkans) and over 20 plant
sites in North and Central America. We start experiencing synergetic
effects within the whole Group by obtaining stable upstream materials
and more transparency on the cost of materials by sharing the market
information within Europe, America and Greater China and hence
enhance our bargaining power with other suppliers. The profitability of
the Group has increased as a result of better control of the supply chain.

Our sales

Our recycled metals products are raw materials by nature for which there
is a ready market, so long as our selling price is in line with the market
price. Our customers select us mainly for our good credibility and steady
supply of quality recycled metal products.

In 2017, our sales were made to customers globally while a majority of
our sales were made to domestic customers located in the PRC in 2016.

Our production facilities

In Europe, we have over 300 collecting and processing yards located in
Germany, Czech, Denmark, Austria, Romania, Poland and the Balkans.
We also have over 20 plant sites in the USA and Mexico. In Greater
China, our major production facilities are located in Hong Kong, Taizhou
(Zhejiang) and Yantai (Shandong).
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Management Discussion and Analysis (continued)

EEENRR D (&)

BUSINESS REVIEW AND OUTLOOK (continued)
Corporate and Business Development

The Group will formulate a long-term development policy for Scholz
Group to integrate various subsidiaries in Europe and the USA and
strive to strengthen organic growth of core businesses so as to increase
sales revenue. At the same time, the Group will continue to improve
the financial condition of Scholz Group by further reducing its debt
and financial expenses and improve its liquidity to gradually enhance
its processing capacity. In addition, the synergetic effect between
Europe, America and Greater China region is to be enhanced to foster
more agency or third party trading businesses through the Hong Kong
platform.

As for mainland China, in addition to the principal operation of the
metal recycling and foundry business, the Group is considering a
business transformation to focus on other deep processing business
other than the processing of motor scrap in order to diversify our
businesses.

Meanwhile, the Group has upgraded its plant and equipment
automation in Hong Kong, with the production facilities expected to
be put into operation within this year, which will substantially enhance
the Group's processing capacity of electronic waste. In addition, Hong
Kong serves as an established trading platform for Scholz Group, and is
conducive to the Group's further integration of its domestic and foreign
resources and technologies.

The Group will invest renewable resources recycling projects in
Tangshan City of the PRC. For more information, please refer to the
announcements of the Company dated 31 March 2017, 10 April 2017
and 27 April 2017.
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Management Discussion and Analysis (continued)

EEENW

EVENTS AFTER THE REPORTING PERIOD

On 1 September 2017, the Group announced its wholly-owned
subsidiaries, Taizhou Chiho-Tiande Foundry Company Limited (“Chiho
Foundry”) and Taizhou Chiho-Tiande Metals Company Limited (“Chiho
Metals”) entered into the agreements with Taizhou Bay Circular
Economy Industrial Agglomeration Zone Lugiao District Management
Committee Fengjiang Street Office (“Taizhou Bay Committee”),
pursuant to which Chiho Foundry and Chiho Metals have agreed
to dispose the assets to Taizhou Bay Committee for a consideration
of an aggregate amount of RMB319,987,843. Subsequently, the
supplemental agreements have also entered into on the same day,
pursuant to which the parties have agreed to certain amendments to
the terms and conditions of the relevant agreements. For details, please
refer to the announcement of the Company dated 1 September 2017.

OUTLOOK

The Group expects that the global economy will continue to recover
orderly in the second half of this year with stable demand for
metal products. The adoption of electric arc furnace, which is more
environmentally friendly, for steelmaking in global regions will maintain
the demand for recycled metals. It is expected that the commodity
market will move steadily upward, supporting the selling prices of the
Group's recycled products. In light of the characteristics of the two
major business segments, the Group will attach equal importance to
organic growth as well as opportunities for mergers and acquisitions in
the industrial chain. As resources recycling can benefit the environment,
we are fully confident in its future.
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Management Discussion and Analysis (continued)

EEEN®R D (&)

FINANCIAL REVIEW
Key Financial Ratios
The following table sets forth certain of our financial ratios as of the date

and for the periods as indicated below:

RUE AR
LELE T

EEEEEE— -

TREINFRBRRENE TSR

At At
30 June 31 December
2017 2016
R=ZE—+tF RZT—RF
~NA=1+H +=—A=+—H
Liquidity Ratios RBESL R
Current ratio VOEIE RS 1.26 1.22
Quick ratio L) Jn e 0.76 0.87
Gearing ratio (%) BEAGBLE (%) 38.90 44.15
Six months ended 30 June
BZEAXA=1+HLEXMEA
2017 2016
—E—+tF —E—RFE
Inventory turnover days FEEBHE 52 111
Debtor’s turnover days FEU AR B8 B 8 37 7
Creditor’s turnover days FEfSER A H 28 9
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Management Discussion and Analysis (continued)

EEENW

Liquidity and Financial Resources and Capital Structure
The net current assets which included cash and various bank balance
and pledged bank deposit amounted to HK$829 million (31 December
2016: HK$2,079 million). It was mainly due to the increase in working
capital for increasing business operation. As a result, the current ratio
increased from 1.22 as at 31 December 2016 to 1.26 as at 30 June
2017, while the quick ratio decreased from 0.87 as at 31 December
2016 to 0.76 as at 30 June 2017. Total external borrowings were
approximately HK$4,868 million (31 December 2016: HK$5,034
million). Such borrowings were mainly denominated in Euro, U.S. Dollars
and Renminbi. Approximately HK$1,381 million (31 December 2016:
approximately HK$638 million) of bank borrowings are at fixed interest
rates.

The gearing ratio of the Group as at 30 June 2017 was 38.9% (31
December 2016: 42.4%), which is calculated based on the total external
borrowings over total assets.

Debtor’s turnover days and creditor’s turnover days increased from 7
days and 9 days for the same period of 2016 to 37 days and 28 days for
this period of 2017 respectively.

Inventory turnover days decreased from 111 days for the same period of
2016 to 52 days for this period of 2017.

CAPITAL COMMITMENTS AND CONTINGENT

LIABILITIES

As at 30 June 2017, we had pledged certain plant and buildings, land
use rights and bank deposits with an aggregate carrying value of
approximately HK$4,018 million (31 December 2016: approximately
HK$3,446 million) to secure borrowings.

As at 30 June 2017, we had capital commitments in respect of
acquisition of a subsidiary, property, plant and equipment, prepaid
lease payments, additions in construction in progress and formation of
subsidiaries but not provided for in the condensed consolidated financial
information amounted to HK$456 million (31 December 2016: HK$130
million).

As at the date of this report, save as disclosed below, the Board is not
aware of any material contingent liabilities.
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Management Discussion and Analysis (continued)

EEENRR D (&)

CAPITAL COMMITMENTS AND CONTINGENT

LIABILITIES (continued)

The Group has contingent liabilities of approximately HK$9 million (31
December 2016: approximately HK$27 million) which consist of non-
financial guarantee in favour of investee entities.

A writ of summons was issued by Delco Participation B.V. (“Delco”),
as plaintiff on 21 December 2015 in the High Court of Hong Kong
(High Court Action No. 3040 of 2015, “"HCA 3040/2015") against the
Company as defendant for a sum of HK$57,827,000 together with
interest and costs. The claim relates to an alleged non-payment of a
portion of the loans advanced by Delco Asia Company Limited (“Delco
Asia”) to subsidiaries of the Company in accordance with the terms of
a shareholders loan assignment and capitalisation agreement dated 24
June 2010 between, amongst others, Delco Asia and the Company.
Delco alleged that it acquired all the assets and receivables of Delco Asia
pursuant to an assets & liabilities transfer agreement dated 3 October
2011 between itself and Delco Asia. The Company gave notice of
intention to contest the proceedings on 4 January 2016. The Company
filed its defence on 23 September 2016 and further filed its amended
defence on 13 December 2016 after Delco added Mr. Fang Ankong
(“Mr. Fang”) as a defendant to the proceedings. The case is still in
progress.

Each of Mr. Fang, a former director of the Company, and HWH Holdings
Limited ("HWH"), undertook to the Company to indemnify and hold
harmless on demand (on an after-tax basis) the Company against all
losses arising out of, inter alia, HCA 3040/2015 in accordance with the
terms of a letter of indemnity signed by Mr. Fang and HWH in favour
of the Company on 17 December 2015. Further, HWH has also agreed
that a sum including the amount of HK$57,827,000 be held in escrow
as security for any liability of the Company in respect of, inter alia, HCA
3040/2015.

Whilst the Board does not consider HCA 3040/2015 to be a claim of
material importance for the reasons set out above, details of HCA
3040/2015 are disclosed herein for the sake of completeness.
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Management Discussion and Analysis (continued)

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES (continued)

A writ of summons was issued by Delco as plaintiff on 10 November
2016 in the High Court of Hong Kong (High Court Action No. 2939 of
2016, “HCA 2939/2016") against the Company as the 1st defendant,
Chiho-Tiande (HK) Limited (“CTHK"), a wholly-owned subsidiary of the
Company, as the 2nd defendant, HWH as the 3rd defendant and Mr.
Fang as the 4th defendant. So far as the Company and its subsidiaries
are concerned, Delco claimed against the Company for damages for
an alleged breach of a letter of undertaking dated 3 March 2015 in
relation to a convertible bond issued by the Company and subscribed
for by Delco on 1 March 2012. Delco further claimed against CTHK for a
sum of US$1,000,000, allegedly advanced by Delco Asia to CTHK on or
around 16 April 2009. Delco further claimed interests, costs and further
or other relief. The Company and CTHK gave notice of the intention
to contest the proceedings on 23 December 2016. The case is still in
progress.

Whilst the Board does not consider HCA 2939/2016 to be a claim
of material importance for the reason set out above, details of HCA
2939/2016 are disclosed herein for the sake of completeness.

With regard to the legal proceedings in the PRC between Shanghai
Chiho-Tiande Resource Recycling Co., Ltd.* (L8BAXEBEER
BR8] (“Shanghai JV"), an indirect 51%-owned subsidiary of the
Company, and Shanghai Science and Technology Co., Ltd.* (/8 R&#%}
FE ¥ RE A7) in relation to certain housing and land lease contracts,
disclosures have been made by the Company in its announcements
dated 14 December 2012, 15 January 2014, 22 January 2014 as well
as its interim reports for the six months ended 30 June 2014, 2015 and
2016 and its annual reports for the years ended 31 December 2014
and 2015. On 18 December 2015, Shanghai JV applied to Shanghai
High People’s Court for re-trial and sought for further legal relief. On
the same date, Shanghai High People’s Court accepted the re-trial
application. Shanghai JV received the decision from Shanghai High
People’s Court on 16 February 2017 that the re-trail has been revoked.
The Court judgement of the legal proceedings has taken effect and
enforced.

The Board takes the view that these legal proceedings will not have any

material adverse effect on the business, operations or financial results of
the Group.

*  For identification purpose only
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Management Discussion and Analysis (continued)
EEERES N (&)

RISK MANAGEMENT

The Group in its ordinary course of business is exposed to market risks
such as commodities price risk, foreign currencies risk, interest rate
risk, credit risk and liquidity risk. The Group’s risk management strategy
aims to minimise the adverse effects of these risks on its financial
performance.

On 28 August 2017, the Board adopted a revised version of the policy
regarding dealings in metal futures contracts (the “Revised Policy”)
which the Board believes is more suitable for the current operating
conditions of the Group. Details were disclosed in the Company’s
announcement made on the same date and the Revised Policy is
available on the Company’s website, www.chihogroup.com.

As part of its foreign currency hedging strategy, the Board will closely
monitor the Group’s foreign currency borrowings in the view of the
volatile exchange rate for Euro and Renminbi to U.S. Dollar and other
currencies, and consider various measures to minimise the foreign
currency risk, such as entering foreign currency forward contracts.

With the relatively low interest rates in 2017, the Group has entered
into insignificant amount of interest rate hedging contracts or any
other interest rate related derivative financial instruments. The Group
continues to monitor its related interest rate exposure closely and will
consider hedging significant interest rate exposure when the need
arises.

As for credit risk, the Group continues to follow the trade practices of
cash on collection from majority of sales of its metal recycling products
in the Great China Region in order to minimise the carrying amounts of
the financial assets in the Group’s financial statements. For the sales in
Europe and America, the Group generally grants credit terms ranging
from 30 to 90 days to customers upon the approval of management
according to the credit quality of individual customers. In addition, the
Group will continue to monitor closely its trade debtors to minimise
potential impairment losses.

With regard to the liquidity risk, the Group will continue to maintain a
balance between the continuity of funding and flexibility through the
use of bank borrowings.

CHIHO ENVIRONMENTAL GROUP LIMITED Interim Report 2017

e

Rk EE

ERBEBBED  AREEHNTSERE
R mERRRE - INER - MERAR - FE
R REE R ERF o A% E AR ERE LR
85 HEREZFERANEESBRENTH

By 488
% X

RZE—EFNAZTN\B EFSEHEMNE
HAEECBHESNNBE ZEEThA ([4&1E
AIBE])  BEEFSHEEEEAASREZE
BREMR - FBERBENARFER B FIE
NE - MEERTHR 2 XA R B A8 (www.
chihogroup.com) AJ £ & 7] °

TEBAREBRSINE SRR — 280 - ERER
BERARBHETREMERET RS - Bt
EXeNTUERAKENINEREK - YEE
ZAAE AR DINE R - PIENE] L SNEE

B4 o

MR B FANEBHBRE - HAKED A
SRR EAR MRS G 4 sk (B ) B A &
HETESRT A - AREBRETYIERER
EH AR EER - AFERKEEEET
BEANERER -

EERBRITH  AEBRZEERTELEN
TEBBLEMBEERS BEFTHINRENE
H1EP - EEREAEERBHERINERE
EREE - ERBUNREMNNHEERS - AE
E-RBBENTFHNEELS  ERSER
EBHE®R  MEFPRENFI0E0ANEE
B o fboh - ARETNBEET D ER LIRS
S AREBERE RS

ERRPESRBRTE - ARERBEEEBH
RIRITIER - ERFBERESBRIFEEIZE
2 MR o



Management Discussion and Analysis (continued)
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EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2017, the Group had a workforce of 5,451 employees.
In addition, the Group engaged approximately 2,515 separation and
selection workers through local contractors. We have not experienced
any strikes, work stoppages or significant labor disputes which have
affected its operations in the past and we have not experienced any
significant difficulties in recruiting and retaining qualified staff. We
continue to maintain good relationships with our employees.

The Group's total staff costs for the current interim period were
approximately HK$528 million. The remuneration package of staff
consists of basic salary, mandatory provident fund, insurances and other
benefits as considered appropriate. Remuneration of the employees
of the Group is determined by reference to the market, individual
performance and their respective contribution to the Group.

The emoluments of the Directors are subject to the recommendations of
the remuneration committee of the Company and the Board's approval.
Other emoluments including discretionary bonuses, are determined by
the Board with reference to the Directors’ duties, abilities, reputation
and performance.

INVESTOR RELATIONS AND COMMUNICATIONS
WITH SHAREHOLDERS

The Group considers that investor relations are important to a listed
company. The Board believes that maintaining good relationship
with investors and keeping them up-to-date on the latest corporate
communications and business development in a timely fashion would
enhance transparency and strengthen corporate governance of the
Group. With the support of the Board, Mr. Goh Kian Guan, the Chief
Investment Officer and General Manager of Investment & Development
Department of the Company, has been assigned to take responsibility
for all matters relating to investor relations of the Group.

Going forward, the Company will continue to make effort to keep our
investors abreast of the corporate and business developments, and to
introduce the Group's strengths and strategies in order to gain support
and recognition from them and also the market in general.

CHANGES SINCE 31 DECEMBER 2016

Save as disclosed in this report, there were no other significant changes
in the Group's financial position or from the information disclosed under
Management Discussion and Analysis in the annual report for the year
ended 31 December 2016.
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Disclosure of Interests

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures of the Company and Its Associated
Corporation

As at 30 June 2017, the interests or short positions of the Directors
and Chief Executives of the Company in the shares (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 (the “SFO")) as recorded in the register required
to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”), were as follows:

T

EERFETRAERARARA
MHECEBERN RS - HERO RES
MR KRR

R-ZF—tFRNA=ZTH  ARAEERTE
TBRABRARBREE[AREZEE(EER
(BHREHERD) ([FHEEEED ) EXV
2B et ([ fn 1) - BB RESFTHEE
ARRARBEZRARGDIF 3521-BTF
BENERCM AR SRE R A 1A
HLEMBETAESETEFRINERESTR
(MRS D AMEAR T&i&%ﬂﬁ%/\“%ﬁﬁ
BRAR ([ MESsoRBmT

Approximate
percentage of

shareholding
in the Company
(Note 1)
Long position (L)/ Total number of AN B RE
Name of Director Capacity/Nature of Interest Short position (S) Shares interested BAEDL
E=4B 51/ HEtE HR (L), KE(S) FERBNROBY (k1)
Mr. Tu Jianhua Interest in controlled corporations L 1,008,885,181 62.85%
REERE REEHEE 2 (Note 2)
(F5E2)
Mr. Zhu Patrick Xiangdong Beneficial owner L 330,000 0.02%
RARFE ERBEAA
Notes: B
(1) As at 30 June 2017, the total number of issued Shares of the Company was (1) REZZ—EFXA=Z1TH  ARAFEBHITRONE

1,605,152,291 Shares.
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Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures of the Company and Its Associated
Corporation (continued)

Notes: (continued)

(2) The 1,008,885,181 Shares were held by the USUM Investment Group Hong Kong
Limited ("USUMHK"), a company in which Mr. Tu Jianhua (“Mr. Tu") was indirectly
interested. USUMHK is directly wholly owned by USUM Investment Group Limited
("USUM Group”), a limited liability company incorporated in the PRC. The single
largest shareholder of USUM Group is Loncin Holdings Co., Ltd. (“Loncin Holdings"”),
with an equity interest in USUM Group of 42.10%. The remaining equity interests
in USUM Group are held by 21 individuals and 31 companies, all of whom are
independent third parties of Loncin Holdings and Mr. Tu, and they each hold between
0.29% to 10% equity interests in USUM Group. Loncin Holdings is 98% owned by
Loncin Group Co., Ltd. (“Loncin Group”) and 2% owned by Mr. Tu. Loncin Group
is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms. Tu
Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2017. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

Save as disclosed above, as at 30 June 2017, none of the Directors and
Chief Executives of the Company had any interests or short positions
in the Shares, underlying Shares or debentures of the Company or any
of its associated corporations which would have 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), or which
were recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or which were required to be
notified to the Company and the Stock Exchange pursuant to the Model
Code.

Disclosure of Interests (continued)
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Disclosure of Interests (continued)

R ()

Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the
Company

As at 30 June 2017, the interests and short positions of the persons,
other than the Directors and chief executives of the Company, in the
Shares and underlying Shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO were as follows:

EEE——

FERRNARQFRR D R AERE R
MR RAR

RIB—+FRA=1TH BARFAEERE
ETBABI  LWTALTRARB RN MR
fetn R R A ZEIR R RS 5 X A B (6B 55 336 167
FTHREZ LM gERRR T

Approximate
percentage of
Shareholding

in the Company

(Note 1)

Long position (L)/ Total number of HARDERE

Name of Shareholder Capacity/Nature of Interest Short position (S) Shares interested BB

RREE B/ REME BE L),/ KA(S) BERZNRAEH (PfzE1)

USUM Investment Group Beneficial owner L 1,008,885,181 62.85%
Hong Kong Limited ExEAA (Note 2)
AEREEE (BE)BRAR (FtzE2)

USUM Investment Group Limited  Interest in controlled corporations L 1,008,885,181 62.85%
AEREEERNBRAR REEGER 2 (Note 2)
(FzE2)

Loncin Holdings Co., Ltd. Interest in controlled corporations L 1,008,885,181 62.85%
BEEERERAT REZHEE 2 s (Note 2)
(HfsE2)

Loncin Group Co., Ltd. Interest in controlled corporations L 1,008,885,181 62.85%
BEEEERAT REZHNEE 2 s (Note 2)
(H3E2)

Mr. Tu Jianhua Interest in controlled corporations L 1,008,885,181 62.85%
RBELE REEGER 2 s (Note 2)
(FsE2)
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Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the

Company (continued)

Disclosure of Interests (continued)

R ()

HvERE R AR ()

FERRNARQFRR D R AERE R

Approximate
percentage of

Shareholding
in the Company
(Note 1)
Long position (L)/ Total number of AR RRE
Name of Shareholder Capacity/Nature of Interest Short position (S) Shares interested BHOEIE
RREE B/ REME #E L),/ KA(S) BERZNRAEH (PzE1)
Central Huijin Investment Ltd. Person having a security interest L 140,000,000 8.72%
THRESREAREEAT in shares
BERMERMER AL
China Construction Bank Person having a security interest L 140,000,000 8.72%
Corporation in shares
HEEFRITRN BB AR BEERMHERER AL
Tai Security Holding Limited Beneficial owner L 110,197,990 6.87%
EnEEA (Note 3)
(PRt3E3)
Mr. Zhang Mingjie Interest in controlled corporations L 175,197,990 10.91%
REARAE REZHEE 2 s (Notes 3 & 4)
(HzE3 K4)
Pengda Value Fund SPC Beneficial Owner L 97,250,000 6.06%
(acting for and on behalf of ERBERA (Note 5)
DTC SP) (Bfi5E5)
Cinda Asset Management Interest in controlled corporations L 97,250,000 6.06%
(Cayman) Limited iR i (Note 5)
(B7ES5)
Cinda International Holdings Interest in controlled corporations L 97,250,000 6.06%
Limited REZHEE 2 s (Note 5)
FEEBZERAR AT (B7E5)
China Cinda Asset Management  Interest in controlled corporations L 97,250,000 6.06%
Co., Ltd. REZHEE 2 (Note 5)
HREEEEEERMABRAT (B7ES5)
EEREAEEERAT T tFREHRS
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Disclosure of Interests (continued)

R ()

Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the
Company (continued)

Notes:

(1)

)

CHIHO ENVIRONMENTAL GROUP LIMITED

As at 30 June 2017, the total number of issued Shares of the Company was
1,605,152,291 Shares.

The 1,008,885,181 Shares were held by the USUMHK, a company in which Mr.
Tu was indirectly interested. USUMHK is directly wholly owned by USUM Group, a
limited liability company incorporated in the PRC. The single largest shareholder of
USUM Group is Loncin Holdings, with an equity interest in USUM Group of 42.10%.
The remaining equity interests in USUM Group are held by 21 individuals and 31
companies, all of whom are independent third parties of Loncin Holdings and Mr. Tu,
and they each hold between 0.29% to 10% equity interests in USUM Group. Loncin
Holdings is 98% owned by Loncin Group and 2% owned by Mr. Tu. Loncin Group
is 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by Ms. Tu
Jianrong, both being sisters of Mr. Tu. USUMHK held 1,008,885,181 Shares as at
30 June 2017. Therefore, Mr. Tu was deemed to be interested in the Shares held by
USUMHK pursuant to the SFO.

The 110,197,990 Shares were held by Tai Security as beneficial owner and Tai Security
is directly wholly-owned by Mr. Zhang as at 30 June 2017. Therefore, Mr. Zhang was
deemed to be interested in the same number of Shares as held by Tai Security pursuant
to the SFO.

The 65,000,000 Shares were held by Good Union as beneficial owner and Good Union
is directly wholly-owned by Mr. Zhang as at the 30 June 2017. Therefore, Mr. Zhang
was deemed to be interested in the same number of Shares as held by Good Union
pursuant to the SFO.

The 97,250,000 Shares were held by Pengda Value Fund SPC (acting for and on
behalf of DTC SP) (“Pengda”) as beneficial owner and Pengda was wholly-owned by
Cinda Asset Management (Cayman) Limited (“Cinda Asset Management”). Cinda
Asset Management was wholly-owned by Cinda (BVI) Limited which was in turn
wholly-owned by Cinda International Holdings Limited (“Cinda International”). Cinda
International was held as to 63% by Sinoday Limited which was wholly-owned by
China Cinda (HK) Holdings Company Limited, which was in turn wholly-owned by
China Cinda Asset Management Co., Ltd. Therefore, all the aforesaid companies were
deemed to be interested in the same number of Shares as held by Pengda pursuant to
the SFO.
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Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the
Company (continued)

Save as disclosed above, as at 30 June 2017, the Company had not been
notified by any persons (other than the Directors and Chief Executives
of the Company) who had interests or short positions in the Shares or
underlying Shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO.

Share Option Scheme
The Company adopted a post-IPO share option scheme on 23 June 2010
(the “Post-IPO Share Option Scheme”).

During the extraordinary general meeting of the Company held on 17
February 2017, the then existing scheme mandate limit in respect of
granting of options to subscribe for shares of the Company under the
Share Option Scheme was refreshed and renewed provided that the
total number of shares of the Company which may be allotted and
issued pursuant to the grant or exercises of the options under the Share
Option Scheme (excluding options previously granted, outstanding,
cancelled, lapsed or exercised) shall not exceed 10% of the shares of the
Company in issue as at 17 February 2017, that is 161,973,829 shares of
the Company.

No share option under share option scheme has been granted,
exercised, cancelled or lapsed during the six months ended 30 June
2017.

Disclosure of Interests (continued)
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Corporate Governance and Other Information

TEESRAMESR

Compliance with the Corporate Governance
Code

The Company recognises the importance of corporate transparency
and accountability and is committed to achieving a high standard of
corporate governance. Throughout the six months ended 30 June 2017,
the Company has complied with all the applicable code provisions of
the Corporate Governance Code and Corporate Governance Report,
contained in Appendix 14 to the Listing Rules.

Compliance with the Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code as its own code of conduct
regarding directors’ securities transactions. Specific enquiries have been
made to all Directors, who have confirmed that, during the six months
ended 30 June 2017, they have complied with provisions of the Model
Code.

Purchase, Sale or Redemption of the Company’s
Listed Securities

During the six months ended 30 June 2017, the Company repurchased
14,586,000 ordinary shares on the Stock Exchange at an aggregate
consideration of HK$65,565,000. The highest and lowest prices paid
were HK$5.27 and HK$3.34, respectively. The repurchase was effected
by the Directors for the enhancement of shareholders’ value.

Except as disclosed above, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the listed securities
of the Company during the six months ended 30 June 2017.

Interim Dividend
The Directors do not recommend the payment of an interim dividend for
the six months ended 30 June 2017.
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Corporate Governance and Other Information (continued)

EEERRHEMER ()

Interim Results

The Audit Committee has reviewed the accounting principles and
practices adopted by the Group and discussed the financial matters and
internal control systems, including review and approved of the Group's
unaudited condensed consolidated results for the six months ended 30
June 2017.

Change of Company Name

Following the passing of the special resolution for the change of
company name at the annual general meeting held on 24 May 2017,
a Certificate of Incorporation on Change of Name was issued by the
Registrar of Companies in the Cayman Islands on 25 May 2017 and a
Certificate of Registration of Alteration of Name of Registered Non-
Hong Kong Company was issued by the Registrar of Companies in Hong
Kong on 12 June 2017. The English name of the Company has been
changed from “Chiho-Tiande Group Limited” to “Chiho Environmental
Group Limited” and the dual foreign name in Chinese of the Company
has been changed from “"E& X EBBRAE" to "EERREEE
RAA".

Changes of Information in Respect of Directors

In accordance with Rule 13.51B(1) of the Listing Rules, the changes in
information required to be disclosed by Directors pursuant to paragraphs
(a) to (e) and (g) of Rule 13.51(2) of the Listing Rules after the publication
of the Annual Report 2016 of the Company are set out below:

Experience including other directorships

(@)  Mr. Tu Jianhua (RE#), an executive Director of the Company,
has resigned as the Chairman of the Board and the Chairman of
each of the Nomination Committee, the Executive Committee and
the Strategy and Investment Committee of the Company with
effect from 17 July 2017. The annual salary of Mr. Tu has been
adjusted to HK$2,300,000 which is determined with reference
to his duties and responsibilities in the Company, qualificiations,
experience, the prevailing market conditions and the Company’s
remuneration policy.
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Corporate Governance and Other Information (continued)

3

ERREMER (&)

CHIHO ENVIRONMENTAL GROUP LIMITED

Mr. Qin Yongming (%K), an executive Director of the
Company, has resigned as the Chief Executive Officer of the
Company and has been re-designated as the Chairman of the
Board and the Chariman of each of the Executive Committee and
the Strategy and Investment Committee of the Company and has
been appointed as the Chariman of the Nomination Committee of
the Company with effect from 17 July 2017. The annual salary of
Mr. Qin has been adjusted to HK$2,800,000 which is determined
with reference to his duties and responsibilities in the Company,
qualificiations, experience, the prevailing market conditions and
the Company’s remuneration policy.

Mr. Zhu Patrick Xiangdong (5k[@3R), an executive Director of
the Company, has tendered his resignation as the Vice President
and Chief Operation Officer of the Company and has been re-
designated as the Chief Executive Officer of the Company with
effect from 17 July 2017. The annual salary of Mr. Zhu has been
adjusted to HK$2,400,000 which is determined with reference
to his duties and responsibilities in the Company, qualificiations,
experience, the prevailing market conditions and the Company'’s
remuneration policy.

Dr. Loke Yu alias Loke Hoi Lam (F%38#%), an independent non-
executive Director of the Company, has been appointed as an
independent non-executive Director at Hong Kong Resources
Holdings Company Limited (Stock Code: 2882) with effect from
31 May 2017 and he became a fellow member of the Hong Kong
Independent Non-Executive Director Association in 2017.
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Condensed Consolidated Statement of Profit or Loss
fHRGEBRER

For the six months ended 30 June 2017 BZE2—ZE—tF A=+ HIENEA

_— —

Six months ended 30 June

BEAA=THLEAMEA

2017 2016
—E—tF —E-RF
Notes HK$'000 HK$'000
=3 TER T
(Unaudited) (Unaudited)
(REER) (REERZ)
Revenue Wgs 6 8,801,545 1,513,398
Cost of sales HEMA (7,757,022) (1,447,793)
Gross profit =7 1,044,523 65,605
Other income HiA 50,106 10,447
Other gains/(losses), net Hinlas / (B18) 38 7 51,519 (100,457)
Distribution and selling expenses FERHEERY (275,863) (6,023)
Administrative expenses TBES (489,798) (110,777
380,487 (141,205)
Finance income B A 8 23,238 9,932
Finance costs BHRAR 8 (185,528) (40,760)
Finance costs, net BTSRRI F 2 (162,290) (30,828)
Share of (loss)/profit of an associate BB E DR (B1B),/H (33) 314
Share of profits of joint ventures EEEELERR 52,861 -
Profit/(loss) before income tax BRETER AR/ (B51) 271,025 (171,719)
Income tax expense FieHAY 10 (57,033) (423)
Profit/(loss) for the period BREF,/(E18) 9 213,992 (172,142)
Profit/(loss) attributable to; NTEHEERT/(B8)
Owners of the Company AAREEA 197,940 (170,498)
Non-controlling interests R ER 16,052 (1,644)
213,992 (172,142)
Earnings/(loss) per share attributable to owners AR FHA AEEEREF/(BE)
of the Company (expressed in HK$ per share) (ABRETIIT)
Basic earnings/(loss) per share BREAET/(FB) 12 0.122 (0.106)
Diluted earnings/(loss) per share SREERT/(B8) 12 0.122 (0.106)

The notes on pages 38 to 64 form an integral part of this interim consolidated financial information.
£38E %264 AN AT BG S MBERN—F5 o
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Condensed Consolidated Statement of Comprehensive Income
BREE2ERER

For the six months ended 30 June 2017 BZ=2—ZF—tF A=+ HIENEA

e

Six months ended 30 June

BEAA=THLEAMEA

2017 2016
“E—tF —TRF
Notes HK$ HK$
i3 TR TR
(Unaudited) (Unaudited)
(REER) (REER)
Profit/(loss) for the period HNET/ (B18) 3992 (172,142)
Other comprehensive income/(loss) Hetr2EBA/(F8)
Item that may be reclassified subsequently to BT EN 2 Rmi B -

profit or loss:

Currency translation differences EHEREHE a4 (17,400)
Other comprehensive income/(loss) for the period  EiREMmZEKR A/ (EiE) . 2ma43s (17,400)
Total comprehensive income/(loss) for the period ~ EiRZEKA /(BE) @ 485,427 (189,542)
Total comprehensive income/(loss) for UTEHEESAR2EKA

the period attributable to: (F518) 8% .

Owners of the Company AARERA 466,655 (188,797)

Non-controlling interests R 18,772 (745)

485,427 (189,542)

The notes on pages 38 to 64 form an integral part of this interim consolidated financial information.
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Condensed Consolidated Statement of Financial Position
RS S MR &R

At 30 June 2017 R=ZE—+FA=+H

_— —

At At
30 June 31 December
2017 2016
R-F—+tF RZZE—RXF
ANA=+H +=B=+—8H
Notes HK$'000 HK$'000
Bt 5k FET FAT
(Unaudited) (Audited)
(REEER) (&%)
ASSETS EE
Non-current assets FERBEE
Property, plant and equipment M - BB K& 13 3,142,497 3,002,859
Leasehold land and land use rights T & At J 1 {5 AR A 536,441 529,330
Investment properties LAY 81,588 81,754
Intangible assets | EE 1,298,651 1,211,412
Investments accounted for using AR AR ZIRE
equity method 502,250 425,937
Other non-current assets Hih3Emeh & E 89,319 70,943
Deferred income tax assets RIS EAE 197,059 149,568
5,847,805 5,471,803
Current assets REBEE
Inventories ey 2,616,903 1,808,758
Trade and other receivables B 5 & H th FEURIE 14 2,403,101 1,752,379
Fixed return investment B ERIEE 327,649 316,800
Financial assets at fair value BRAFEFABRZ
through profit or loss CREE 10,368 =
Amounts due from related parties JEUR BAEsE  ROB 20 304,034 262,336
Derivative financial instruments PTEEMIA 10,484 7,928
Tax recoverable AU E IR 9,979 11,345
Pledged bank deposits IR ITIER 419,194 422,732
Cash and cash equivalents RekHeEEER 409,843 1,656,701
6,511,555 6,238,979
Assets classified as held for sale DEAFELHENEE 143,579 161,234
Total assets EEHAE 12,502,939 11,872,016

ESRREBERAE

—E - FREARE
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Condensed Consolidated Statement of Financial Position (continued)

LGRS MR IR ()

At 30 June 2017 R=—E—+EXA=+H

e E————

. "I

At At
30 June 31 December
2017 2016
R=-ZE—+tF R-ZT—XF
ANB=+H +=-A=t+—8H
Notes HK$'000 HK$'000
B aE FHExT FHET
(Unaudited) (Audited)
(REBFEZR) (ge&E%z)
EQUITY AND LIABILITIES EakaE
Equity attributable to owners AAEEE AELER
of the Company
Share capital N 17 16,051 16,197
Other reserves HhiFE 6,689,290 6,485,848
Accumulated losses 25TEsiE (2,187,040) (2,384,834)
4,518,301 4.117,211
Non-controlling interests PR i (13,978) (32,750)
Total equity WRERS 4,504,323 4,084,461
Non-current liabilities FREEE
Borrowings B 16 2,020,679 1,930,123
Derivative financial instruments PTEEMIA - 11,944
Retirement benefit obligations RINEFIEE 26,365 24,086
Other payables H et 5kIE 15 307,000 279,485
Deferred income tax liabilities RIEFEHAE 491,259 447,246
2,845,303 2,692,884
Current liabilities REIEE
Trade and other payables B 5 REMENKIE 15 2,041,785 1,503,501
Current income tax liabilities MBS AR 95,103 113,091
Borrowings & 16 2,847,815 3,104,205
Amounts due to related parties FE BB 7 SR IE 20 151,322 354,311
Derivative financial instruments TESRTA 17,288 19,563
5,153,313 5,094,671
Total liabilities EEHAE 7,998,616 7,787,555
Total equity and liabilities ERBEEREE 12,502,939 11,872,016

The notes on pages 38 to 64 form an integral part of this interim consolidated financial information.
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Condensed Consolidated Statement of Changes in Equity
ERGREEREBH R

For the six months ended 30 June 2017 BZ—F—tF A=+ HILN@EA

Unaudited
FEFH
Attributable to owners of the Company
RRTRENEL
Foreign
Capital Share Statutory ~ Enterprise  currency Non-
Share Share  redemption option Capital general  expansion translation Accumulated controlling Total
capital  premium reserve reserve reserve fund fund reserve losses  Sub-total  interests equity
Rt  EREE BRE Ex EE % A it FBR i
R& paic B B B -REE  BREE  EXBR it Mgt 5] 3]
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
THRL THL THRL T ThR Thn ThR ThR ThRL THL THRL TR
(notei) (note i) (note i)
(ML) (WEEE) (t3Ei)
At 1 January 2016 R=%-~§-A-H
(audited) (28) 15885 5864803 4 1354 10760 105089 105080 118755 (194598 4481975 (4141) 4413834
Comprehensive income 2EREHR
Loss for the period 3 = = = = - - - - (1704%8)  (1704%8) (164 (172,142)
Total other comprehensive s~ HAZ 2 AERLE
for the period, net of tax IRBE
Currency translation ERZE
differences - - - - - - - (18,299) - (18,299) 899 (17,400
Total comprehensive loss for A2 EFEEE
the period, net of tax L3 = - - - - - - (18299)  (170498)  (188.797) (745 (189,542)
Transactions with owners in HEEANEEASR)
their capacity as owners #IR5EA
Issue of subscription shares 2Bk
(Note 17(a) (Hz17() M 1145 - - - - - - - M S LWES
Capital contribution from FERESTE
non-controlling interests - - - - - - - - - - 30,900 30,900
Evercise of share options frixkie 2 1,088 - (1) - - - - - 9 - 9
Lapse of share options BREXN - - - (1,043) - - - - 1043 - - -
Total transactions with owners & A (BB ASH)
in their capacity as owners EIRGRE 31 112,513 - (1,354) - - - - 1043 112,514 30,900 143414
At 30 June 2016 R=F-~E/A=1R 16,197 5977316 24 - 222,760 105,089 105,089 100456 (2,115439) 4,411,692 (43,986) 4,367,706
At 1 January 2017 R=F-t5-A-B 16197 5077316 204 - 222,760 105,089 105,089 75370 (2384834 4117211 32.750) 4084461
Comprehensive income 2EhE
Profit for the period il - - - - - - - - 197040 197,940 16,05 21399
Total other comprehensive BnEfIENELE
income for the period, ]
net of tax
Currency translation ENzE
differences - - - - - - - 268,115 - 268,715 2,120 211435
Total comprehensive income ~~ ERZ2 EW&ELS
for the period, net of tax HRHE - - - - - - - 268,715 197,940 466,655 18,772 485,427
Transactions with owners in HRAA(NEBASR)
their capacity as owners #1R5
Subscription shares BRE R
repurchased and cancelled ARG (146) (65,419) 146 - - - - - (146) (65,565) - (65,565)
Total transactions with owners A (EBAS()
in their capacity as owners EIRGRE (146) (65419 146 - - - - - (146)  (65.565) - (65,565)
At30 June 2017 RZB—t%7A=1H
(unaudited) (REEH) 16,051 5911,897 310 - 222,760 105,089 105,089 344,085 (2187,040) 4518301 13978) 4504323

ESRREBERAE
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Condensed Consolidated Statement of Changes in Equity (continued)

ARG R B R (A)

Notes:

(ii

(i)

Capital reserve represents the sum of (a) the difference between the nominal value
of the aggregate share capital and share premium of the subsidiaries acquired by
the Company upon a group reorganisation in 2008 and the nominal value of the
Company'’s shares issued in exchange and (b) a capitalisation of shareholders’ loans in
2010.

Statutory general reserve and enterprise expansion fund represent the appropriation
of 10% of profit after tax determined based on the relevant accounting rules and
regulations of the People’s Republic of China (the “PRC") as required by the Articles
of Association of the Company’s PRC subsidiaries. The appropriation may cease to
apply if the balance of the statutory general reserve and enterprise expansion fund has
reached 50% of the PRC subsidiaries’ registered capital. The statutory general reserve
and enterprise expansion fund can be used to make up prior year losses or to increase
share capital.

The notes on pages 38 to 64 form an integral part of this interim
consolidated financial information.

CHIHO ENVIRONMENTAL GROUP LIMITED

Interim Report 2017

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA
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Condensed Consolidated Statement of Cash Flows
HRGEHERER

For the six months ended 30 June 2017 BZ—F—tF A=+ HILN@EA

Six months ended 30 June

BEAA=TALAER

2017 2016
ZE-tF —ZF
HK$'000 HK$'000
TR THT
(Unaudited) (Unaudited)
(REER) (REER)
Cash flows from operating activities BEEHHERER
Cash generated from/(used in) operations gefE/ ()%
before changes in working capital (REE2ET) 535,161 (98,59)
Changes in working capital HEALEY (1,400,197) 339,269
Cash (used in)/generated from operations B2 (MA)/FERs (865,036) 240,673
Interest paid BRFE (139,019) (24,288)
Tax (paid)/refund B(xff)/REHE (1,902) 10,076
Net cash generated from operating activities LEEBRERLTE (1,005,957) 226,461
Cash flows from investing activities REEDHBRLR
Placements of deposit paid for FABERKER
purchase of loan receivable fize - (2,273,894)
Increase in fixed retumn investment R T R R A - (300,000)
Placement of pledged bank deposits BABERRTER (3,634) (218,795)
Purchase of loan receivables BERKER - (130,178)
Purchases of property, plant and equipment BENS  BRERRE (99,649) (44,525)
Proceeds from disposal of property, plant and HENE - BERREARLENE
equipment and investment property LFTfER 65,502 715
Acquisition of subsidiaries, net of cash acquired KETAR NKERERS - (38,599)
Withdrawal of pledged bank deposits REBERRITER 9,477 132,942
Other investing activities EfiEED 1,161 (6,913)
Net cash used in investing activities REEDFRARLEE (27,143) (2,879,247)

EERREEERAR T LFhHRE
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Condensed Consolidated Statement of Cash Flows
RS RERER

For the six months ended 30 June 2017 B2 =T —+FA=+HI@EA

e

e

Six months ended 30 June

BEAA=TALAER

38

2017 2016
ZE-tF —ZF
Notes HK$'000 HK$'000
i3 TR THT
(Unaudited) (Unaudited)
(REER) (REER)
Cash flows from financing activities RERBAERER
Proceeds from borrowings EEZFETE 1,992,787 910,163
Repayment of borrowings BEfEH (1,694,159) (962,834)
Repayment of other borrowings BEEMER (191,501) (89,000)
Redemption of convertible bonds (HERES e (67,600) =
Repayment to an immediate holding company A—-HAEEERAFER (197,012) =
Repayment to an intermediate holding company - ERRER A AEETE (3.383) =
Advance from an intermediate holding company k8 —TARRERARZ 85 12,448 -
Addition in finance lease liabilities TERERERE 18,342 -
Repayment to finance lease liabilities BEREREARL (35,378)
Repurchase of subscription shares EmRERR 17(c) (65,565) -
Proceeds from issue of shares through BRTEERERTRG
exercise of share options LFTETR - 779
Capital contribution from non-controlling interests FERERTE - 30,900
Net cash used in financing activities REEDFBRLEE (231,021) (109,992)
Cash and cash equivalents at beginning of the year HzRe kR SHEER 1,656,701 3,585,720
Net decrease in cash and cash equivalents ReRReSEERMDFE (1,264,121) (2,762,778)
Exchange differences on cash and cash equivalents ReRkReSEHEACELER 17,263 (2,815)
Cash and cash equivalents at end of the period MRZBERELSEER 409,843 820,127
The notes on pages 38 to 64 form an integral part of this interim % 38 AZE 64 AMME AT Bz & MK ER
consolidated financial information. —&m o
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Notes to the Condensed Consolidated Financial Information

BRI B R EE

For the six months ended 30 June 2017 BZ—F—tF A=+ HILN@EA

General information

Chiho Environmental Group Limited (formerly known as Chiho-
Tiande Group Limited) (the “Company”) is an investment holding
company. The Company and its subsidiaries (together the
“Group”) are mainly engaged in the principal business of metal
recycling, involving the recycling of mixed metal scrap into copper
scrap, steel scrap, aluminum scrap, iron scrap and other metal
scrap in Asia, Europe and America.

The Company is incorporated and registered as an exempted
company in the Cayman Islands under the Companies Law of the
Cayman Islands with limited liability. The address of its registered
office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands.

The Company has its primary listing on The Stock Exchange of
Hong Kong Limited.

This condensed consolidated interim financial information is
presented in Hong Kong Dollar (“HK$"), unless otherwise stated.

Basis of preparation

This condensed consolidated interim financial information for the
six months ended 30 June 2017 has been prepared in accordance
with Hong Kong Accounting Standard 34 (“HKAS 34"), ‘Interim
Financial Reporting’ issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA"). The condensed consolidated
interim financial information should be read in conjunction with
the annual consolidated financial statements for the year ended
31 December 2016, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs").

Accounting policies

The accounting policies applied are consistent with those of the
annual consolidated financial statements for the year ended
31 December 2016, as described in those annual consolidated
financial statements, except for the estimation of income tax using
the tax rate that would be applicable to expected total annual
earnings and the adoption of amendments to HKFRSs effective for
the financial year ending 31 December 2017.

Amendments to HKFRSs effective for the financial year ending 31
December 2017 do not have a material impact on the Group.
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Notes to the Condensed Consolidated Financial Information (continued)

AR M I AR o ()

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

40

The preparation of interim financial information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expenses. Actual
results may differ from these estimates.

In preparing this condensed consolidated interim financial
information, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
annual consolidated financial statements for the year ended 31
December 2016.

Financial risk management and financial

instruments

5.1 Financial risk factors
The Group's activities expose it to a variety of financial risks:
market risk (including foreign exchange risk, interest rate
risk and price risk), credit risk and liquidity risk.

The interim condensed consolidated financial information
do not include all financial risk management information
and disclosures required in the annual consolidated financial
statements, and should be read in conjunction with the
Group's annual financial statements as at 31 December
2016.

There have been no changes in the risk management
policies since year end.

5.2 Liquidity risk
Compared to year ended 31 December 2016, there was no
material change in the contractual undiscounted cash out
flows for financial liabilities.

CHIHO ENVIRONMENTAL GROUP LIMITED Interim Report 2017
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Notes to the Condensed Consolidated Financial Information (continued)

RS R I AR ()

For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

_— —

5 Financial risk management and financial 5

instruments

5.3 Fair value estimation
The table below analyses the Group’s financial instruments
carried at fair value as at 30 June 2017 by level of the inputs
to valuation techniques used to measure fair value. Such
inputs are categorised into three levels within a fair value
hierarchy as follows:

. Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).

o Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)

(level 3).

Financial assets

BHEREEREHMTA

5.3 AFEMGE
TROMAEER T —LF R
A=+HEZATEIE /T
B FRAEQATEMA G
FEZBABIBEERSE D - 5H
BABBERAFEERAD AU
T=7

s EERMEHELEREBEEHXA
BEERE CRERE) (F—
AR

s KBE-RMERENREN
BEXBEMNATEER(AE
%) S (AR ERFL)
BIRAERAEE_R) -

o WHREAIBEMSHEE
EMEEXEERAE
THERBAE)(F=R) -

Fair value Valuation technique(s)

(financial liabilities) Fair value as at hierarchy and key input(s)
30 June 31 December
2017 2016
HK$'000 HK$'000
SRHEE NVERE  MEREGR
(SRAR) RUTREHATE TERAEE
S 3 2R
AA=TH  TZR=1-H
TR TR
1) Listed securities in Hong Kong classified 10,368 - Level 1 Quoted bid price on the Stock Exchange

as held for trading investments in the
condensed consolidated statement of
financial position

REBEAMBRAR T O RAREEAR

B BBLTES
2) Metal commodities future contracts classified = 1,504
as derivative financial instruments in the - (4,487)

condensed consolidated statement of
financial position
RERGEUBIRARY A RAITESR

TAZBERHERN
3)  Metal commodities future contracts 10,022 1,507
dlassified as derivative financial (5,652) (13,131)

instruments in the condensed consolidated
statement of financial position
RERGESUBIMARR AR ATESR
TEZERBRHAEAY

R BRAMRCEAR

vel 1 Quoted bid commodity futures
—# prices on the London Metal Exchange
RALBRIMFR BERIEEAE

Level 2 Par method, taking actively traded
F-8 future forward rates into account
B AERESEHER

EERREEERAR T LFhHRE

41



42

Notes to the Condensed Consolidated Financial Information (continued)

AR M I AR o ()

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e

5 Financial risk management and financial 5

instruments (Continued)

5.3 Fair value estimation (Continued)

B¥RBEEREHTA (&)

Financial assets Fair value Valuation technique(s)
(financial liabilities) Fair value as at hierarchy and key input(s)
30 June 31 December
2017 2016
HKS'000 HK$000
SHEE AVPERR  RERER
(ERER) RUATAHNATE IERAYE
“2tE ZBF
AA=TH  TZR=1-H
T TR

4) Foreign currency forward contracts 462 4,917 Level 2 Future cash flows are estimated based on
dlassified as derivative financial (2,873) (142) F forward exchange rates (from
instruments in the condensed consolidated observable forward exchange rates
statement of financial position at the end of the reporting period)
REBGRIBRARTARATESR and contracted forward rates.
TEZMERERY RERRINE A% (NRERRTBR

RENE ) RE TSRS
HRREGARRLI -

5) Interest rate swap contracts classified as (8,763) (13,743) Level 2 Future cash flow are based on the
derivatives financial instruments in the E] present value of the estimated future
condensed consolidated statement of cash flows based on observed yield
financial position curves.
REBGEHBRARTARATEERIE ARRE T AR ETRIALTA
paES St RE(REFERNORME) -

6) Embedded derivative components of = @) Level 3 Binomial Option Pricing Model. The key
convertible bonds (note) E= inputs are the Company's share price,
TRREFRAATELASDS (Hiz) expected volatilty, dividend yield,

option life and risk free rate.
“EBETERS T EHAUEAR
ARARE - BHRE  REERE .
SRR REERA -

7) Contingent consideration payable (172,781) (158,086) Level 3 Primarily based on the present value
ESARE E=H of the estimated future cash flow.

Notes: The significant unobservable input adopted for the valuation
of the embedded derivative components of convertible bonds

include the expected volatility which is determined based on

the average historical volatility of the Company’s share price
as at the date of valuation. If the expected volatility to the
Binomial Option Pricing Model was 10% higher or lower while
all other variables were held constant, the carrying amount
of the embedded derivative components of convertible bonds
would increase by HK$205,000 or decrease by HK$4,000
respectively for the year ended 31 December 2016.

CHIHO ENVIRONMENTAL GROUP LIMITED
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Notes to the Condensed Consolidated Financial Information (continued)

RS R I AR ()

For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

5 Financial risk management and financial 5 #EEREEREHMIA (&)
instruments (Continued)

5.3 Fair value estimation (Continued) 53 QFEME (&)
In management’s opinion, the sensitivity analyses are BEEERR  BREIMARLK
not necessarily representative of the fair value as the KRRFE ARABRERESZ®R
pricing model used in the fair value valuation of the ARPTET AR D 2 A FEME
embedded derivative components of convertible bonds THRERZEERN  FRZE
involves multiple variable where certain variables are B MERETEHBEERY
interdependent. g-
Fair value measurements recognised in the condensed BRRAEEABRBRNAF
consolidated balance sheet. Bt & °
Level 1 Level 2 Level 3 Total
E b =4 S
HK$'000 HK$'000 HK$'000 HK$'000
ThR TR TERL ThR
As at 30 June 2017 RZF—tF~A=TH
Assets &
Derivative financial assets T eREE - 10,484 - 10,484
Financial assets at fair value BATE ABEH)
through profit or loss EREE 10,368 - - 10,368
liabilities g
Derivative financial liabilities fTESBaE - (17,288) - (17,288)
Other payable Hib R R
- Contingent consideration payable —ENRARE - - (172,781) (172,781)
As at 31 December 2016 RZZ—RF+=A=T—H
Assets 8E
Derivative financial assets ITESBEE 1,504 6,424 - 7,928
Liabilities &
Derivative financial liabilities iTEsBAaE (4,487) (27,016) = (31,503)
Embedded derivative components THRRES ZRAL
of convertible bonds ETESS - = (4) 4
Other payable H AR
- Contingent consideration payable ~ENRARE - - (158,086) (158,086)
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Notes to the Condensed Consolidated Financial Information (continued)
B4R G B IS & R aE (48)

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

44

CHIHO ENVIRONMENTAL GROUP LIMITED

The Group's revenue represents the amounts received or
receivable for the sales of metal scrap, net of sales related taxes,
during the period.

There are differences in the basis of operating and reportable
segments from the last annual consolidated financial statements.

Before the completion of acquisition of the entire equity interest
in Scholz Holding GmbH (“Scholz Holding” and together with its
subsidiaries, “Scholz Group”), a world’s leading metal recycler in
Germany, in December 2016, the legacy Group was originally and
principally engaged in metal recycling, including the recycling of
mixed metal scrap into copper scrap, steel scrap, aluminum scrap,
iron scrap and other metal scrap, foundry business and wholesales
business in Greater China region. In the previous interim period
ended 30 June 2016, the Group’s board of directors, which is
the Chief Operating Decision Maker (“CODM"), reviewed the
internal report based on gross profit/(loss) derived from different
business activities and different products to assess performance
and allocate resources of the Group.

Interim Report 2017

S E—
5 Financial risk management and financial 5 #KEREERSHMIE (&)
instruments (Continued)
5.3 Fair value estimation (Continued) 53 QFEME (&)
There were no transfers between the three levels during BHE_Z-—+tHFXA=t+HI
either of the period ended 30 June 2017 or year ended 31 HEgBEE=Z—<F+=A
December 2016. =t—HLEFE ZAERzME
I R
There were no other changes in valuation techniques during IR [EEDALERMES -
the period.
Of the total gains for the current period included in ARG BN A HE S
condensed consolidated statement of profit or losses, fair MET - AV {ER4,0008 T
value gain of HK$4,000 (2016: HK$2,468,000) related to —ZT X4 1 2,468,000/87T) J5
embedded derivative components of convertible bonds held ERHmERARF AN ABREES
at the end of the reporting period. The fair value gains are BRARTET A B 2F
included in other gains/(losses), net. BT AHE MUz (EiE) %
The management considers that the carrying amounts BEEERR  NEALReMEER
of financial assets and financial liabilities measured at BARBHEKATENSREE
amortised cost in the condensed consolidated financial kemaEnkEEEE QT E
information approximate their fair values. B o
6 Segment information 6 DEPEHR

AEBRSERNESBHEND KE
FREM R (FNERHERRETIR)

HE—EEEAMBERRNEBERAZ2
BOMEEFEER -
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NA=TBIEREANFHA - AEH
MESFE  MERE2ERRE((BFEE
BRRE ) RBETREBEE RTRE
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Notes to the Condensed Consolidated Financial Information (continued)

RS R I AR ()

For the six months ended 30 June 2017 HEZ - —+F~A=1+HIE/XEA

Segment information (Continued)

After the acquisition of Scholz Group, the Group has extended
its metal recycling business from Greater China to worldwide
(including Europe and America). The main business activity
of the Group is metal recycling while foundry and wholesales
businesses become immaterial to the Group. From 2017 onward,
the management organises the Group and reviews the Group’s
financial performance and allocates resources on a geographic
basis and hence the operating and reportable segments are
identified based on the location of main operation of legacy
Group (“Greater China” region) and Scholz Group (Europe and
America, collectively known as “Non-Greater China” region).

In current interim period, the Group’s CODM assesses the
performance of the operating segments based on the measure
of adjusted operating profit/(loss). This measurement basis
excludes the effects of non-operating gains/(losses), such as gain
on bargain purchase on acquisition of a subsidiary, gain/(loss) on
fair value change of financial assets at fair value through profit
or loss. The measure also excludes centralised costs such as the
Group’s key managements’ remunerations and other central
administrative expenses. Finance income, finance costs, income
tax expenses and those unallocated income and expenses are not
included in the result for each operating segment that is reviewed
by the Group’s CODM.

The comparative segment information for the interim period
ended 30 June 2016 and as at 31 December 2016 has been
restated to align with the presentation of the current period’s
segment information disclosure.

Capital expenditure represents additions of intangible assets,
property, plant and equipment and leasehold land and land use
rights.

Total segment assets exclude deferred income tax assets, fixed
return investment, tax recoverable, financial assets at fair value
through profit or loss, derivative financial instruments and cash
and cash equivalents which are managed centrally. Information
relating to segment liabilities is not disclosed as such information
is not regularly reported to the CODM.

The accounting policies of the operating and reportable segments
are the same as the Group’s accounting policies. Inter-segment
sales are charged at prevailing market price.
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Notes to the Condensed Consolidated Financial Information (continued)

AR M I AR o ()

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e e ——

6 Segment information (Continued) 6 DEER (&)
The following tables present revenue and adjusted operating TR EBAAEEHE=ZS—+
profit/(loss) information regarding the Group's reportable ERZE-—R"FEANA=THILAEAR
segments for the six months ended 30 June 2017 and 2016 Al 235 3P W AT B R
respectively. F (BB WER
For the six months ended
BEAEAL
30 June 2017 30 June 2016
“E-tERAZTA T ERA=TA

Greater Non-Greater Greater - Non-Greater

China China Unallocated Total China China  Unallocated Total

roE  FRRE ARE  EARE

HE HE AR st & R AP @t
HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
T#ER T AR TER Thr Thr ThL ThL
(restated) ~ (restated)  (restated) (restated)

(E5))  (m=5)  (&=5)  (45)

Revenue Y

External sales HPEE 2,280,981 6,520,564 - 8801545 151339 - - 1513398

Inter-segment sales PBHE - 350240 - 359240 - - - -
Total segment revenue PRkEEE 2,280,981 6,879,804 - 9160785 1513398 - - 1513398
Adjusted operating profitloss) ~ EBBEREA,/(1B) 190307 B9 700 43305 (5413)) - @675 (140891)
Finance income 15,308 23,238 9,932
Finance costs BB (185,528) (40,760)
Profitf{oss) before income tax REERER/(88) 271,025 (171,719)
Income tax expense SRR (57,033) (423)
Profit/loss) for the period HRET /(B8 213,99 (172,142)
Depreciation and amortisation ~ HEREHFT

expenses (37,783)  (146,511) - (184,294) (27,558) - - (27,558)
Dividend income on financial BATET ARG

assets at fair value through SHAEREMA

profit or loss - - 13 13 - - 8,468 8,468
Fair value loss on finanal FATETARR

assets at fair value through SHEEATE

profit or loss BB - - (1,384) (1,384) - - (88,581) (88,581)
Gain on hargain purchase FEREIE - - - - - - 88,940 88,940
Unallocated exchange loss APEINESIE - - - - = - (70608  (70,608)
(Loss)/gain on disposal of LENE  BERAE

property, plant and equipment A RIEENEZ

and investment properties (&) ki (276) (2,603) 47,99 45,050 (162) = - (162)
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Notes to the Condensed Consolidated Financial Information (continued)
B4R G B IS & R aE ()

For the six months ended 30 June 2017 HEZ - —+F~A=1+HIE/XEA

6 Segment information (continued) 6 DEER (&)
Segment assets PMEE
Reconciliation of segment assets to total assets for the period/ BETZ—tFNA=+BER-_ZT—K
year ended 30 June 2017 and 31 December 2016 are provided as F+—-—A=+— EIJJ;H,@FEJ/if“"*Bﬁ
follows: EEREEREMHERNT
For the six months ended For the twelve months ended
30 June 2017 31 December 2016
ZZ-tERA=TA “F-"FtzA=t-A
HErfEAL HE+-fAL
Greater ~ Non-Greater Greater Non-Greater
China China Total China China Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Khg Az A s
HE HE Eh e HE st
TEn TEn TEn Thr T Thr
Segment assets PHEE 3,559,921 1,977,636 11,537,557 2,706,914 7,022,760 9,729,674
Segment assets PPEE 11,537,557 9,729,674
Deferred income tax assets BREMEHEE 197,059 149,568
Fixed return investment e 327,649 316,800
Financial assets at fair value EATE\BE
through profit or loss LEHEE 10,368 -
Tax recoverable AREHE 9,979 11,345
Derivative financial instruments ~ fT4££8TA 10,484 7,928
Cash and cash equivalents ReRASERAR 409,843 1,656,701
Total assets BEDE 12,502,939 11,872,016
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Notes to the Condensed Consolidated Financial Information (continued)
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For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e

7 Other gains/(losses), net 7 Htbls (EE) FHE

Six months ended 30 June

BEASA=+THILEAEA

2017 2016
—E—+tF ZE—RF
HK$'000 HK$'000
FERT FHET
Gains/(losses) on fair value NEEEE)
change of: Wzs,/ (&18)
— derivative financial —TEEmIA
instruments 17,663 (331)
- financial assets at fair value —RAFERA
through profit or loss BasemEE (1,384) (88,581)
— embedded derivative — AR EFBIERA
components of RATET A S
convertible bond (FH3E 16(c))
(Note 16(c)) 4 2,468
Gain on bargain purchase on RUREE— KB A ]
acquisition of a subsidiary ZZEEE WA - 88,940
Net foreign exchange gain/(loss) [ Ukzs,(E18) H 4 5,166 (107,023)
Provision for impairment of B 5 Rk E M EIRIA
trade and other receivables ZImERE (15,872) (482)
Reversal of impairment of B 5 & H th FEWRIE
trade and other receivables Z B R [E] 1,807 5,154
Gain/(loss) on disposal of HEME -« BB RERENA
property, plant and equipment RIEEMFEZ
and investment properties sk, (E518) 45,050 (162)
Others Hith (915) (440)
51,519 (100,457)
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Notes to the Condensed Consolidated Financial Information (continued)
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For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

smmm—

8 Finance costs, net

BT PR AN AR

Six months ended 30 June
BZEAA=1+HIEA<MAEAR

2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FERT FHET
Interest income from RITIERZ A EHA
bank deposits 5,520 3,718
Interest income from BEEEZFEBA
joint ventures (Note 20(a)) (Mf7E20(a)) 385 -
Interest income from related BEsE 7 2 A2 A
parties (Note 20(a)) (MF7E 20(a)) 6,484 -
Interest income from fixed & Bl i E 2
return investment FLEMA 10,849 6,214
Finance income 2R 1 ON 23,238 9,932
Interest expense on bank loans,  RITER - B MEME
overdrafts and bills payable B2 F B (68,538) (20,734)
Interest expense on notes payable ZIXFEFRIBZ F S % (107,268) -
Interest expense on finance lease BEME ~ F S 5L (5,184) =
Effective interest expenses on AR ES 2 B
convertible bond (Note 16(c)) FIEF s (KMtEE 16(c)) (3,255) (20,026)
Interest expense on loan from REBEEERAF
the immediate holding BERZ B
company (Note 20(a)) (MF7E 20(a)) (162) -
Interest expense on loan from KRB EERA R
an intermediate holding BERZMERX
company (Note 20(a)) (FftxE 20(a)) (855) =
Interest expense on loan from R 5 R R E R
related parties (Note 20(a)) ZH B (MIFE20(a)) (266) -
Finance costs BARS AR AN (185,528) (40,760)
Finance costs, net BTSN 58 (162,290) (30,828)
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Notes to the Condensed Consolidated Financial Information (continued)
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For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

9 Profit/(loss) for the period 9

—

HimER, (E18)

Six months ended 30 June

BEASA=+THILEAEA

2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FERT FHET
Profit/(loss) for the period M,/ (Gt A) FoIg AR
has been arrived after EBZHA
charging/(crediting): @A (E1R) -
Changes in inventories of HHKmiFE
finished goods L) (490,903) 310,190
Raw materials and Fir R Ik
consumables used KOHFE R 7,409,811 1,156,736
Provision for/(utilisation of FEEE
provision for) inventories, net /(Bh %S ) Fa8 5,164 (76,167)
Employee benefit expenses EEBAFEX 527,598 83,465
Depreciation and amortisation Hr e R 2
expenses 184,294 27,558
Legal and professional fee FEREXEER 66,255 35,566
10 Income tax 10 FriSPiBA

CHIHO ENVIRONMENTAL GROUP LIMITED

Hong Kong profits tax has been provided at the rate of 16.5% on
the estimated assessable profit for the current interim period. No
provision for Hong Kong profit tax has been made as the Hong
Kong subsidiaries had no assessable profit for last period.

Under the law of the PRC on Enterprise Income Tax (the “EIT”) and
the releant EIT Implementation Regulations, the tax rate of PRC EIT
was 25% in the previous interim period.

Germany income tax has been provided at rate of approximately
30% on the estimated assessable profit in current interim period.

Taxation on overseas profits has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing in
the countries in which the Group operates respectively. Income
tax expense is recognised based on management’s estimate of
the weighted average annual income tax rate expected for the full
financial year.

Interim Report 2017
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Notes to the Condensed Consolidated Financial Information (continued)
B4R G B IS & R aE ()

For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

10 Income tax (continued) 10 FR1GHBX ()
The amount of taxation charged to the condensed consolidated IRR4R A P BRI S E BT B A R
interim statement of profit or loss represents: HSRE

Six months ended 30 June

BEANA=1THIEAEA

2017 2016
—ZE—+tF —E—REF
HK$'000 HK$’000
FET FET
Current income tax: BNERFF1SES
Germany =k 54,905 -
PRC EIT PR TS AR - 141
Hong Kong profits tax BAENER 58 -
Other jurisdictions Hih R AR 3,253 101
58,216 242
Deferred income tax RIEFTISHE
(credit)/expense (BR)/FAx (1,183) 181
Income tax expense FriSHiF 57,033 423
11 Dividend 11 KRR
No dividend was paid or proposed during current and previous A ZN /o HA HA S R 3@ 1 A HA HA RS A 4R
interim periods. The directors of the Company have determined s EIRFBRMNERIIEE o NATE
that no dividend will be paid in respect of the period ended 30 EERFEHE—_E—+ER T —KE
June 2017 and 2016. NA=THIEBETEIRAERRE o
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For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e e ——

12 Earnings/(loss) per share 12 BRER(&H#E)
(a) Basic (a) E=X
Basic earnings/(loss) per share is calculated by dividing the BREARAF,(EE) HEARA
profit/(loss) attributable to owners of the Company by the AIEAR AEMRABESER (&
weighted average number of ordinary shares in issue during B)RABBITEBRINET A
the period. FTESH -

Six months ended 30 June
BZEA~A=1+HIAEA

2017 2016
—E—+tF —E—RE
HK$'000 HK$'000
FET FHET
Profit/(loss) wmFHL (B8R
Profit/(loss) for the period  ANARIEA A
attributable to owners FE(EZASEARE
of the Company = F,(EE) 197,940 (170,498)
Number of shares RHEEHE
Weighted average BT AR
number of ordinary TIN5 8
shares in issues 1,617,805,507 1,606,010,572
Basic earnings/(loss) per GRREARZF
share (expressed in HK$) /' (&518) (ERH7T) 0.122 (0.106)
(b) Diluted (b) #%
Diluted earnings per share equals basic earnings per share HREBEEZZE—tFR=ZFT—X
as there were no potential dilutive shares in issue during the FRA=ZTHIEAREAN EE 2
six months ended 30 June 2017 and 2016. TEEREERD - WEKREE

BMBERNSRERBF -

13 Property, plant and equipment 13 Y% - BMERRE
During the current interim period, the Group acquired plant RAFEEHME AEEEAKRE &
and equipment of HK$99,649,000 (2016: HK$238,873,000), % 899,649,000 (=& — X F:
including HK$194,348,000 is arising from the acquisition of 238,873,000 ) BIEREEZE_-ZT
subsidiaries for the interim period ended 30 June 2016 (2017: Nil). —NESNA =B I B AR Y T
Plant and equipment with a net book value of HK$11,121,000 A EIH] 194,348,000 L (ZF — £ F ¢
were disposed of by the Group during the current interim period ) o REENAF AR L EREER
(2016: HK$2,308,000), resulting in a net gain on disposal of 11,121,000 BT UBRE R (= —~
HK$6,793,000 (2016: a loss on disposal of HK$162,000). % : 2,308,000/ 7T) - HEFHEK

5% 586,793,000 L (ZF—7"F :
EE1BIF5E 162,000/87T) °
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Notes to the Condensed Consolidated Financial Information (continued)
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For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

_— —

14 Trade and other receivables 14 BZRHEMEWTRIE

At At

30 June 31 December

2017 2016

R=Z—+t#F RZT—R%F

ARA=tH +=ZA=+—H

HK$'000 HK$'000

FET FAT

Trade receivables B 5 RNGRIE 2,082,592 1,475,173

Less: Provision for impairment T ORE R (25,546) (17,564)

Trade receivables, net B 5 WK IE 58 2,057,046 1,457,609

Bills receivables SR ENRIA - 1,217

Other receivables H A pE k1A 36,598 73,953

Deposits and prepayments Ze RIERKIE 89,061 67,718
Deposits paid for purchase BERMZEMNES

of raw materials 77,566 25,429

VAT recoverable AR R ET 142,830 126,453

2,403,101 1,752,379

FESEREMEE  AEBE—RIBE
BEREFHEELS  MEPRENT
30290BMEEH - RZZE—EF~A
=S+AER=FT-AE+=A=t+—-H"

The Group generally grants credit terms ranging from 30 to 90
days to customers upon the approval of management according to
the credit quality of individual customers. At 30 June 2017 and 31
December 2016, the aging analysis of the trade receivables based

on invoice date were as follows:

B 5 RYGIRIZERE A B REKE DTN

T

At At

30 June 31 December

2017 2016

R-Z—+tF R_ZT—RFE

ANA=+H +=-A=+—8

HK$'000 HK$'000

FHET AT

0-90 days 0ZF90H 1,817,604 1,304,704
91-180 days 912180 H 229,557 33,658
Over 180 days iHB3E 180 H 35,431 136,811
2,082,592 1,475,173

EERREEERAR T LFhHRE
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For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e

15 Trade and other payables 15 BFZRHEMENKIE
At At
30 June 31 December
2017 2016
R=Z—+t#F RZZT—RF
ARA=tH +=ZA=+—H
HK$'000 HK$'000
FERT FHET
Trade payable B S ENHRIE 1,465,350 919,923
Other tax payable H A RE 83,961 37,012
Accrued salaries EEtHe 94,645 111,661
Provision for claims and RN AETEEE
contingencies 52,697 70,748
Accrued professional expenses EETEXEER 23,767 50,718
Asset retirement obligations BERBEEE 75,273 71,660
Other payables and accruals HEtE A RETER 553,092 521,264
2,348,785 1,782,986
Less: Non-current portion R IERBE D
Other payable H i fER R (307,000) (279,485)
2,041,785 1,503,501

The aging analysis of the trade payables based on invoice date was

B 5 RN RIBRET B HIHARER 247 40

as follows: T
At At
30 June 31 December
2017 2016
R=-Z2—+tF R-ZT—REF
NA=TH +=—A=+—H
HK$'000 HK$’000
FET FHT
0-90 days 0ZF90H 1,386,919 825,561
91-180 days 91 % 180 H 54,534 23,127
Over 180 days 85 180 H 23,897 71,235
1,465,350 919,923

CHIHO ENVIRONMENTAL GROUP LIMITED
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Notes to the Condensed Consolidated Financial Information (continued)
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For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

16 Borrowings

16 &=

At At
30 June 31 December
2017 2016
R=T—+tF R-ZT—REF
ANA=+H +=ZA=+—H
HK$'000 HK$'000
FET FHET
Non-current JERE
Bank borrowings (Note a) RITIER (MizEa) 362,802 333,905
Note payable (Note b) FETZEHE (FisED) 1,519,861 1,464,862
Finance lease liabilities MEMEST 138,016 131,356
2,020,679 1,930,123
Current E
Bank borrowings (Note a) HRITER (FizEa) 2,770,723 2,849,715
Other borrowings (Note a) EfER (fizEa) - 110,573
Convertible bonds (Note c) AR ES (k) - 66,971
Finance lease liabilities MEMEST 77,092 76,946
2,847,815 3,104,205
Total borrowings SR 4,868,494 5,034,328
Notes: BifeE
(a) Bank and other borrowings (a) IRITREAB R

During the current interim period, the Group obtained new bank and other
borrowings of HK$1,992,787,000 (2016: HK$910,163,000) and made
repayments of HK$1,885,660,000 (2016: HK$962,834,000). Bank and
other borrowings mature at various dates up to 2023 and bear average
coupons ranging from 1.40%-5.80% per annum (2016: 1.55% to 6.50%
per annum). A bank borrowing of approximately US$52,400,000 (equivalent
to HK$409,029,000) was guaranteed by the ultimate holding company, the
Loncin Group Co., Ltd (“Loncin Group”).

Note payable

On 20 December 2016, the Company issued a 8% note with a principal
amount of US$200 million to an independent third party (the “Subscriber”).
The note matures in 2 years from the issue date and can be extended for
one year subject to agreement of both parties. Mr. Tu Jianhua, the ultimate
beneficial owner of the Company, and the immediate holding company,
USUM Investment Group Hong Kong Limited (“USUMHK"), shall also provide
a personal guarantee and a corporate guarantee respectively to the subscriber.
No repayment or redemption during the current interim period.
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Notes to the Condensed Consolidated Financial Information (continued)

AR M I AR o ()

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e

16 Borrowings (continued) 16 B (&)

Notes: (continued) FEE : (#8)

Carrying amount at 30 June 2017

R-Z—tFA=+HBZREE

(c) Convertible bonds () AT AR E S

Embedded

Debt derivative

component components

BMAR

B D PTERD

HK$'000 HK$'000

FHET FH#T

Carrying amount at 1 January 2016 R-FB—ARF-—A—BZEEE 58,812 9,615

Interest charge FEXH 10,863 =

Interest paid BEAFLE (2,704) =

Fair value gain NFERE - (9,611)
Carrying amount RZF—ARF+-A=+—H

at 31 December 2016 k=Z2—+%—A—H

and 1 January 2017 ZFREE 66,971 4

Interest charge (Note 8) FMEZH (HizES) 1,981 -

Interest paid BEATFLE (1,352) -

Redemption & ol (67,600) -

Fair value gain (Note 7) DAY E (FEE7) - (4)

The Convertible Bonds matured on 1 March 2017 and the Company redeemed EREFR-_Z—+F=A—HEH K
REEREBBERMABERRRES - AEA

MRS EE R R & B BN AR o

all outstanding Convertible Bonds on the same day, all certificates of the

Convertible Bonds have been cancelled immediately upon the redemption.

The details of the Convertible Bonds are disclosed in Note 29(b) of the
Company's annual report 2016 dated 23 March 2017.

BRABRBRESKFER - F2HAAR A
AT —+tHF=ZA-+=HAN=ZT—A~FHF
E RS T 29(b) ©
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Notes to the Condensed Consolidated Financial Information (continued)

RS R I AR ()

For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

17 Share capital 17 B
Authorised share capital EERA
Numbers
of shares Share capital
R EE %
(Thousands) HK$'000
(FR%) FHT
Ordinary shares of HK$0.01 RZZ—XRE—A—H"
each at 1 January 2016, —E—ARFAA=1+AH"
30 June 2016, 1 January 2017 —2—+F—HA—BK
and 30 June 2017 —T—+tF~A=1+H
BREE0.01 Bz LR 5,000,000 50,000
Issued and fully paid ERITRHE
At 1 January 2016 R-ZT—RF—HA—H 1,588,515 15,885
Issue of shares (note a) BT (FisEa) 31,038 310
Exercise of share options (note b) 1T/ 8% (Mi3EDb) 186 2
At 30 June 2016 RZE—A"F~A=1+H 1,619,739 16,197
At 1 January 2017 W_Z—t&—A—H 1,619,739 16,197
Repurchase of shares (note c) BBl i {n (M EE ) (14,586) (146)
At 30 June 2017 RZZE—tFA=+H 1,605,153 16,051
Notes: Bi3E

(a)

(b)

()

(d)

The Company issued 31,037,585 shares on 21 March 2016 to acquire 100%
equity interest in Dalian New Green Recycle & Resources Corporation, as part
of the consideration. The fair value of the shares issued amounted to HK$112
million (HK$3.60 per share).

During the year ended 31 December 2016, 186,000 share options under
the post-IPO share option scheme were exercised at a subscription price of
HK$4.186 per share, resulting in the issue of 186,000 ordinary shares of
HK$0.01 each in the Company.

During the current interim period, the Company repurchased 14,586,000 of
its own shares on the Stock Exchange, which were cancelled and deducted
from shareholders’ equity at the end of the current reporting period, at an
aggregate consideration of approximately HK$65,565,000. The highest and
lowest prices paid were HK$5.27 and HK$3.34, respectively.

All the above-mentioned new shares rank pari passu with the existing shares
in all respects.

ESRREBERAE

ARAR—ZFE-—ARF=ZRA =+ BT
31,037,585 AR E A E REF R BEE
BRINTERAF100% Em 2 HRE - 2
BIRM 2 ATER112BEBT(EK3.60
BIT) -
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Notes to the Condensed Consolidated Financial Information (continued)

AR M I AR o ()

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e

18 Pledge of assets

At the end of the reporting period, the Group has pledged the
following assets to banks to secure certain bank borrowings and

18 EEEKA

e

RBEFR  AEBERBITEBAT
BE  UWERETASEZRITER—

general banking facilities granted to the Group: BIRITEE
At At
30 June 31 December
2017 2016
R-Z—+tF RZZE—RF
ARA=t+H +ZHA=+—H
HK$'000 HK$'000
FET FAT
Property, plant and equipment LEN N 749,881 694,717
Leasehold land and land use rights THE £ i N £ i {55 A #E 324,433 317,578
Investment properties wEYZ 69,347 55,641
Inventories FE 557,311 428,491
Trade and other receivables B 5 R E A EGRIR 1,897,759 1,527,061
Pledged bank deposits EHEARITER 419,194 422,732
4,017,925 3,446,220
19 Commitments 19 JEiE
(a) Capital commitments (a) EXEE
At the end of the reporting periods, capital expenditure RI|EHIKR BEIQNBERELEZ
contracted for but not yet incurred is as follows: BARBELZOT :
At At
30 June 31 December
2017 2016
R-Z—+tF RZZT—RF
AA=+H +ZHA=+—H
HK$'000 HK$'000
FET FH&T
Capital expenditure contracted 2] 4ME RN ESRRAR A
for but not provided in HI 758 KL R B
the condensed consolidated WERFAX :
financial information
in respect of:
— acquisition of property, — g
plant and equipment BB &5 416,873 129,869
— acquisition of land — U B - it {5 P 4
use right 39,175 -
456,048 129,869
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Notes to the Condensed Consolidated Financial Information (continued)

LGRS M E R ()

For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

19 Commitments (continued) 19 4 (&)
(b) Operating lease commitments - as lessee (b) REHEERE-FABEA
The future aggregate minimum lease payments under non- BB AT REE AR L0 E 2 KRR
cancellable operating leases are as follows: EHEERNREEDT :
At At
30 June 31 December
2017 2016

R-T—+tF R-ZZT—RE
NA=+H +=-A=+—H

HK$'000 HK$'000
FET FAT
Land and buildings T RAEF

— No later than 1 year —PNER—F 45,733 25,742

— Later than 1 year and —EBR—FET
no later than 5 years ERAF 52,268 63,889
— Later than 5 years —ERAFE 50,745 50,618
148,746 140,249

Property, plant and equipment  #1% - FiE N &
— No later than 1 year —PNER—F 25,280 24,212

— Later than 1 year and —BR—FEDT
no later than 5 years ERAF 17,530 25,308
42,810 49,520
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For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e

Notes to the Condensed Consolidated Financial Information (continued)

19 Commitments (continued) 19 &I (&)
(c) Operating lease commitments - as lessor () REHEERE-HBEA
The future aggregate minimum lease payments receivable RIE A RE A S E 2 KRR &
under non-cancellable operating leases are as follows: EHEERNREEDT :
At At
30 June 31 December
2017 2016
R-ZB—tF RZE—XF
RB=t+H +ZA=+—H
HK$'000 HK$'000
FHER FAT
Land and buildings T RAEF
— No later than 1 year —NER—F 10,387 9,962
— Later than 1 year and —EBR—FET
no later than 5 years ERAF 30,152 25,701
— Later than 5 years —BRAF 32,818 38,055
73,357 73,718
20 Related parties transactions 20 BHERXS

The Group is controlled by USUMHK which owns 62% of the
Company'’s shares. The remaining 38% of the shares are widely
held. The ultimate holding company of the Group is Loncin Group
Co., Ltd (incorporated in the PRC). The ultimate controlling party

of the Group is Mr. Tu Jianhua.

(a) Transactions

In addition to those disclosed elsewhere in the condensed
consolidated financial information, the Group had the
following transactions with its related parties during the
interim period ended 30 June 2017 and 2016.
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Notes to the Condensed Consolidated Financial Information (continued)

RS R I AR ()

For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

20 Related parties transactions (continued) 20
(@) Transactions (continued)
All of the transactions were carried out in the normal course
of the Group’s business and on terms as agreed between
the transacting parties. They are summarized as follows:

BB L RS (&)

(@) X5 (@)
FiA X SR ARE R HEBB
TR 1232 5 % 25 i 2 ¢ W
7+ BEEL I :

Six months ended 30 June
BZEAA=1+HLIEARMEAR

2017 2016
—E—+F —E—RF
HK$'000 HK$'000
TERT T
Sales of goods to MATE S HEEED
— Joint ventures —GEhE 80,835 -
— Related parties —EABsE 238,748 =
Purchases of goods from RATEHBEEE®
- An associate  I—NC] (48,998) (17,369)
— Joint ventures —BEhE (185,195) -
— Related parties — A (112,447) =
Interest income from RE AT ETZFEWA
— Joint ventures —EEE 385 =
— Related parties — [ 6,484 =
Interest expense to X TFURTET 2B
— An immediate —HEERAT
holding company (162) -
- An intermediate — AR AR
holding company (855) -
— Related parties — A (266) -
Other income from (note) RE TS 2 EAbUBA (FisE)
— An associate A=V - 621
— Joint ventures —EEE 2,285 =
— Related parties — [ 6,189 =
Administrative expenses B X
— Management fee paid —YTFEERE
to joint ventures NEEER (236) =
— Lease expense paid — A5 T A
to related parties MmHER (4,686) =

fid: EMEAZZGEEEREEREA
HEAA - A2HEA -

Note: Other income mainly comprised of management fee income, rental

income, commission income.
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Notes to the Condensed Consolidated Financial Information (continued)

AR M I AR o ()

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

e

e

20 Related parties transactions (continued) 20 BAEE AR5 (&)
(b) Key management compensation (b) FEEEEHM
Key management includes executive directors, chief FTEEREBRRNTES  TH
executive officer, chief financial officer, chief operation RE HEUKE BEZEE
officer, chief investment officer and chairman of the B HEREELRARAERE -
Company. The compensation paid or payable to key FIREEERSmE MK ENE
management for employee services is shown below: SERENHMIIRAET
Six months ended 30 June
BEAA=1+HLEAEA
2017 2016
—E-tF —ER"EF
HK$'000 HK$'000
FTHET F&T
Wages and salaries, including TERFH& @ BiFE4A
restructuring costs and PR AS R E A 4% E
other termination benefits EiEEF 5,461 3,788
Pension costs — defined BB —FE
contribution plans kGt & 51 30
Other employee benefits HAth g E1E A 300 =
Total 4t 5,812 3,818
(c) Period-end balances (o) HIR#&&R
At At
30 June 31 December
2017 2016
R-B—+t& RoE—XEF
AA=tHR +-A=+—H°H
HK$'000 HK$'000
FBx FAT
Receivables from: FEUA TR %75 5138
— An associate (Note (i) — BN aE (MEEG)) - 14
— Joint ventures (Note (ii)) — & & (M) 111,713 138,849
— Related parties (Note (ii)) — AR (B EE (i) 192,321 123,473
304,034 262,336
Payables to: FERTBATR & T3 5038
- An associate (Note (iii)) — B 2 A (B RE (i) (9,396) (6,641)
— Joint ventures (Note (iv)) — &2 (FREGv) (34,199) (19,960)
— Related parties (Note (iv)) — a5 (BisE Gv)) (88,140) (120,637)
(131,735) (147,238)
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Notes to the Condensed Consolidated Financial Information (continued)

RS R I AR ()

For the six months ended 30 June 2017 BZE _ZE—+tFXA=+HINEA

20 Related parties transactions (continued)

(c)

20 BEEAR% (&)

Period-end balances () HIREER

Note: B &E -

(i) The receivable from an associate, Poly Metals, is a sundry income (i) FE W B 5 1) ) B AR IE R FE W AE 1R
receivable. The receivable is unsecured, repayable on demand and WA o ZIEWGRIB B EIRITR - BiR
non-interest bearing. EREERTES °

(if) The receivables from joint ventures and related parties include trade (i) Bl A &R KRBT RERIEE
receivables and other receivables. Trade receivables are unsecured, SEWARE R HEMERTRIE - B S
repayable within 60 days and non-interest bearing. Other receivables B RIEREEKF - AR608 K
are unsecured, mature at various dates up to 2018 and bearing EERTE - HibfEKFIERE
average interests ranging from nil to 10.00% per annum. B BREZE_ZT-N\FRILED

BB EE S FHFERENFEE
10.00% °

(iii) The payable to an associate, Poly Metals, is a trade payable. The (iif) ENBEARNBEBRERE S EN
payable is under normal payment terms. FIA o FERFRIER — AR ©

(iv)  The payables to joint ventures and related parties include trade vy ENEECERBEIREREE
payables and other payables. Trade payables are unsecured, repayable SENRBREMESRIE - BEH
within 60 days and non-interest bearing. Other payable is unsecured, FE RRORE S - AR 60 B AE
repayable on demand and bearing interest at 5.50% per annum. BRAF R o H AR FRIE & R IE

A RERER - FHER5.50% ©

The carrying amounts of the related parties balances ARz REEEA A TE

approximate their fair values. B o

At At
30 June 31 December
2017 2016
R=2B—+t& R-T—KRF
AA=t+H +ZHA=+—H
HK$'000 HK$'000
FERT FET
Amount due to: JERTATR & 73 5038
— Immediate holding —HEER
company (Note (i) ~a] (B G) - (197,012)
— Intermediate holding — R 32ERR
company(Note (ii)) NS EAD)) (19,587) (10,061)
(19,587) (207,073)

Notes: BitsE -

(i) The loan from USUMHK represents the US$25,000,000 loan to the (i) AEBBERIER TALEFFR
Group with interest at 3.5% per annum and fully repaid in January /&3.5% 225,000,000 E T &R * I
2017. R-T—tF—ARREE -

(ii) The loans from USUM Investment Group Limited represents the (ii) AERERERNDBRARERIE
RMB 17,000,000 (2016: RMB9,000,000) loan to the Group with I REBEFNEKAE8% 2 AR
interest at 8% per annum and repayable within 1 year. 17,000,000 7T (ZF—7"F : AR

9,000,0007C) B3 - AR —FAE
B
BEERAEEERAR —T—tFRHRE
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Notes to the Condensed Consolidated Financial Information (continued)

LE N

MBERHE (&)

For the six months ended 30 June 2017 BZ—Z—+FA=1+HINEA

N

21 Contingencies

(a)

(b)

CHIHO ENVIRONMENTAL GROUP LIMITED

The Company is a defendant to a legal claim by Delco (the
“Claim”) regarding an alleged non-payment of the loan
advanced by Delco Asia Company Limited (“Delco Asia”) to
subsidiaries of the Company, amounting to approximately
HK$57,827,000 together with interest and costs. Delco
alleged that it acquired the assets and liabilities of Delco
Asia in 2011. Delco Asia was dissolved by deregistration
in 2012. Each of Mr. Fang and HWH undertook to the
Company to indemnify and hold the Company harmless
on demand against all losses arising out of, inter alia, the
Claim in accordance with the terms of a letter of indemnity
signed by Mr. Fang and HWH in favour of the Company on
17 December 2015 (the “Indemnity”). In addition, HWH
has paid the amount of HK$57,827,000 to a lawyer in an
escrow account (“Escrow Account”) as security for any
liability of the Company in respect of, inter alia, the Claim.

The court case is still in progress. The directors of the
Company, after taking legal advice from its legal advisers
and in review of the Indemnity and the Escrow Account,
are of the opinion that it is not probable that an outflow of
resources embodying economic benefits will be required to
settle the Claim. Accordingly, no provision of the claim has
been made.

The Company is a defendant to a legal claim by Delco
(the “Claim”) regarding an alleged breach of a letter of
undertaking in relation to a convertible bond issued by
the Company and subscribed for by Delco. Delco further
claimed against Chiho-Tiande (HK) limited (“CTHK") for a
sum of US$1,000,000, allegedly advanced by Delco Asia to
CTHK. Delco further claims interests, costs and further or
other relief of HK$6,252,000.

The court case is still in progress. The directors of the
Company, after taking legal advice from its legal advisers,
is of the opinion that it is not probable that an outflow of
resources embodying economic benefits will be required to
settle the Claim. Accordingly, no provision of the claim has
been made.
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HAREIE

(a)

(b)

A2 7] ADelcosh B i K (€8 Delco
Asia Company Limited ([Delco
Asial) 25 F AR AIHT B A 7 A
B & 457,827,000 7% ToiE R
MEREHERAMBROERER
85 (T3 7A 1) BV HE & A © Delco
HERZZ——F U Delco Asia
MNEERBE - RZZ—=—F
Delco Asia SAJSS EEM 75 = R 8K
B EERHWHSE B AR & &
% RE A EEBEHWHIA AR R
AAESXEAR_Z—RF+=_A
T+ B % E 8 E R 8RR
WERAREERBEZFAE
EREBRRERRBTZE
BR(FEED - ®o - HWHE [
AR 457,827,000 % T M {5 5E
RE(EFEERD  EAERAT
B (EP ) ZFANENE
ERER o

FRREERTE  EEBAR
AARBRMARE R RENT
ERERRS % AAREER
BIEAT R IR A B B BUE AT
SEOV o Bk SMBRRE
R -

KA 7E] A Delco ptETRERARQR]
217 M Delco P 2. i = Al #2 IR
BEH P R 2 7 R 1 T 12 AR AY
FERRE ([ZFR]D HESEA -
Delcoft —H B & R (HH)
ERAR(BEEEB]) AREHE
1,000,000 7t * % K IEE TH =2
FDelco Asia® [ FHEEHS °
DelcoBHREAME - RBERE—F
S HMER - FR&5 6,252,000
BT

RBRREEETH - RERAR
RARBERENERZERE A2
REERREITZRLTAEE
BREN @SR o Bt - &
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CHIHO ENVIRONMENTAL GROUP LIMITED
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48 Wang Lok Street,
Yuen Long Industrial Estate, Hong Kong
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