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Dear Shareholders,

On behalf of the board of directors (the “Directors” and the “Board”,
respectively) of ELL Environmental Holdings Limited (“ELL Environmental”
or the “Company”, together with its subsidiaries, the “Group”), | present
the interim report for the six months ended 30 June 2017 (the “Period”).

In the first half of 2017, the Chinese economy achieved a better-than-
expected growth. According to the data from China’s National Bureau
of Statistics, the country’s GDP grew by 6.9% in the first half of the year
compared with the same period of last year, exceeding the 6.5% target
for the whole year. The environmental protection industry has become a
policy priority of Chinese and foreign governments in recent years. The
Renewable Energy Capacity Statistics 2017 released by the International
Renewable Energy Agency (IRENA) shows that global renewable energy
generation capacity increased by 161 gigawatts in 2016, hitting a historical
high. Environmental issues are also directly addressed in three of the nine
documents adopted at the meeting of the Central Leading Group for
Comprehensively Deepening Reforms held in late May. Operating in the
robust environmental protection industry, ELL Environmental has closely
watched the market dynamics and steadily expanded its business in
accordance with its prudent and stable operation strategies.

For the six months ended 30 June 2017, ELL Environmental recorded a
revenue of approximately HK$36.3 million, down by 24.4% as compared
with that of the same period of last year; a gross profit of HK$3.7 million,
down by 75.6% as compared with that of the same period of last year;
and a net loss of HK$6.4 million, down by 243.1% as compared with that
of the same period of last year.

While having firmly established ourselves in China’s environmental
protection industry with our outstanding and professional wastewater
treatment services, increasing competition in the domestic market has
resulted in decreasing profit margin of new wastewater treatment projects
as compared to the past. As such, the Group successfully expanded to
new business areas last year. In the fourth quarter of 2016, the Group
acquired Weal Union Limited (“Weal Union”) and its subsidiary in the
Republic of Indonesia (“Indonesia”), which is engaged in biomass power
generation business in Jambi, Indonesia. Since the completion of the
acquisition, the Group has been investing in improvement works in
the power generation facilities to facilitate its efficiency enhancement.
Furthermore, the Group is also looking into other promising environmental
protection projects in Indonesia, including but not limited to biofuel
pellets production. The Board believes that, with the strong support of
the Indonesian government’s environmental policy, coupled with the
fact that the local environmental protection industry is still in the starting
phase, the market offers a huge potential. ELL Environmental’s experience
and resources accumulated over the years will give it a massive edge
in the environmental business in Indonesia which will bring the Group’s
development to a new stage.

Chairman’s Statement
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Chairman’s Statement

ERW|E

Looking forward, the demand and investment in China’s water industry will
continue a certain pace of growth, and ELL Environmental will continue
to solidify its position in this business area on the basis of its existing
operations. For its operations in Indonesia, the Group is full of confidence
in its biomass power generation business there and expects that the
relevant operations will help the Group build operating experience and
understanding of the local market and obtain more promising project
opportunities. Meanwhile, we shall keep an eye on new wastewater
treatment projects and other environmental protection projects in domestic
and overseas markets and seek opportunities of business expansion.

Here | would like to express my gratitude to my fellow Directors and
staff. We are well aware that our staff, customers and partners are the
key to our sustained and stable development. The Group aims to work
together with our staff and maintain close ties with our partners to provide
customers with quality services for achieving sustainable development.

Chau On Ta Yuen
Chairman

Hong Kong, 25 August 2017
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Management Discussion and Analysis

BUSINESS REVIEW

For the first half of 2017, the central government of the PRC continued
to prioritise environmental protection and in particular, offered all kinds of
support to the water treatment industry. According to data from the 10th
China Environmental Industry Conference, the environmental protection
industry will continue to expand, with action plans on national air, water
and soil pollution prevention and treatment and accordingly, more than
RMB6 trillion is expected to be invested in environmental protection.
However, as competition intensifies in the industry, new wastewater
treatment projects are not as profitable as in the past. In view of this, the
Company is seeking to identify new business directions to bring new
impetus to the Group’s growth.

In October 2016, the Group acquired the Weal Union Group in Indonesia,
which is engaged in biomass power generation business in Jambi,
Indonesia, supported by a palm kernel oil production facility with two
generating units owned and constructed by PT Rimba Palma Sejahtera
Lestari (‘RPSL”"), a subsidiary of Weal Union. In Indonesia, being the fourth
most populous country in the world, the renewable energy industry is
set to gain from the undersupply of electricity created by the country’s
accelerating urbanisation and the government’s reiterated support of
environmental protection. The management believes that the acquisition is
in line with the Group’s strategy to expand and diversify into other business
areas of environmental protection and will help advance the Group’s long-
term development and shareholders’ interests.

In the first half of 2017, our biomass power plant in Indonesia had yet to
reach its expected utilisation rate due to the low market consumption of
electricity in the region. A net loss of approximately HK$6.5 million was
recorded in our Indonesian subsidiary, RPSL, for the Period. In light of
the current demand and consumption pattern of electricity in the nearby
areas, it is possible that the low utilisation condition of the power plant and
therefore the net loss to be incurred by RPSL will continue for the next few
months. At present, the Group is investing in improvement works in the
biomass power plant to enhance its efficiency in order to lower the cost of
sales. Furthermore, the Group is also investing in biofuel pellets production
business that enables self-consumption of the electricity produced by the
biomass power plant, and hence increases its utilisation rate. The Group
is also seeking for opportunities to utilise the biomass power plant units
by supplying electricity to other regions. Besides, the Group is looking
into other suitable environmental protection projects in Indonesia. The
Group currently plans to fund such projects, if any, by internal resources or
external borrowings, or a combination of both.
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Management Discussion and Analysis

BB m A D AT

To further support the Group’s business direction adjustment, and in
view of the significant increase of the costs and capital expenditure
of the wastewater treatment facility of Rugao Honghao Metal Surface
Water Treatment Company Limited* (“Rugao Honghao” and the “Rugao
Honghao Facility”, respectively), the Group entered into an agreement with
BEREARHIRERZE AR AR (Nantong Jiahe Technology Investment
Development Co., Ltd*) (“Nantong Jiahe”), an independent third party
of the Company, on 21 September 2016, for the sale of all of the equity
interest of Rugao Honghao at a cash consideration of RMB55.0 million to
provide an additional source of capital to fund the Group’s operations and
future business development opportunities. The transaction is expected to
be completed before 30 September 2017.

Upon completion of the disposal of the Rugao Honghao Facility, the
Company will continue to own two wastewater treatment facilities,
namely those operating by Haian Hengfa Wastewater Treatment
Company Limited” (“Haian Hengfa”) and Rugao Hengfa Water Treatment
Company Limited* (“Rugao Hengfa”), each of which has a daily capacity
of approximately 40,000 tonnes. With the completion of the upgrade
works of the facilities in 2016, the Company has begun negotiations with
relevant government authorities for an upward adjustment of wastewater
treatment tariffs, which will result in a boost to the Company’s revenue and
gross profit margin. Haian Hengfa is currently in discussions with the local
government for various inspections and proposals. The tariff adjustment,
which the Directors expect that will not only raise the tariff to a reasonable
level but also make up the price difference in the past 10 to 15 years, is
set to bring a remarkable growth in the revenue to the Company.

OUTLOOK

Operating in a market with increasing opportunities as well as challenges,
the Company will seek to maintain its outstanding business performance
and strong competitiveness by making good use of its rich experience
and specialised knowledge built over the years in accordance with the
Group’s prudent and stable operation strategies. Under the precondition
of risk and return meeting the management’s expectations, the Company
will seek to develop other wastewater treatment projects and explore
opportunities to diversify into other business areas of environmental
protection. The Company will remain adherent to its prudent and stable
operation strategies.

*

For identification purpose only
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Management Discussion and Analysis

FINANCIAL REVIEW
REVENUE

Our total revenue decreased by 24.4% to HK$36.3 million for the Period
from HK$48.0 million for the corresponding period in 2016 (the “Last
Corresponding Period”), of which the revenue excluding the imputed
interest income decreased to HK$28.7 million for the Period from HK$38.1
million for the Last Corresponding Period. Our revenue from our operations
in the PRC segment decreased by approximately 47.9% to HK$25.0
million for the Period from HK$48.0 million for the Last Corresponding
Period, while we generated revenue from our operations in Indonesia
segment of HK$11.3 million (no such revenue was recorded in the Last
Corresponding Period). During the Period, the decrease in total revenue
was primarily attributable to () the absence of construction revenue as
a result of the completion of the upgrading works of the wastewater
treatment facility of Rugao Hengfa (the “Rugao Hengfa Facility”), as
compared with the recognition of revenue of HK$18.7 million for the
Last Corresponding Period; and (ii) the decrease in revenue from Rugao
Honghao Facility by 51.2% to HK$3.9 million for the Period from HK$7.9
million for the Last Corresponding Period due to the change of payment of
the service fee from the Build, Operate and Transfer (BOT) contract basis
to reimbursement of costs basis despite the recognition of revenue from
the sales of electricity in Indonesia amounting to HK$11.3 million for the
Period, which was absent in the Last Corresponding Period.

COST OF SALES

Our total cost of sales remained at HK$32.5 million for the Period as
compared with HK$32.6 million for the Last Corresponding Period,
primarily due to (i) the absence of construction costs in the Period,
whereas such costs amounted to HK$14.4 million from the upgrading
works of the Rugao Hengfa Facility during the Last Corresponding
Period; (i) the offsetting effect from the costs incurred in the production of
electricity in Indonesia amounting to HK$15.9 million for the Period, which
was absent in the Last Corresponding Period; and (iii) the increase in cost
of sales of Rugao Honghao Facility by 17.1% to HK$8.6 million for the
Period from HK$7.3 million for the Last Corresponding Period due to the
increased pollutants concentration in the water treated.
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Management Discussion and Analysis
BEEWED T

GROSS PROFIT AND GROSS PROFIT MARGIN

Our gross profit decreased by approximately 75.6% to approximately
HK$3.7 million for the Period from approximately HK$15.4 million for the
Last Corresponding Period, primarily due to (i) the gross loss incurred
by the biomass power plant in Indonesia amounting to HK$7.9 million
for the Period as a result of the low market consumption for electricity
which was absent in the Last Corresponding Period; and (i) the absence
of construction profit for the Period as a result of the completion of the
recognition of construction costs of the upgrade works in the Rugao
Hengfa Facility prior to 2017, which amounted to HK$4.3 million from
the upgrading works of the Rugao Hengfa Facility during the Last
Corresponding Period.

The decrease in our gross profit margin to 10.2% for the Period from
34.0% for the Last Corresponding Period was mainly attributable to the
aforementioned factors.

OTHER INCOME AND GAINS

Our other income and gains decreased by 37.0% to HK$3.5 million for the
Period from HK$5.5 million for the Last Corresponding Period, primarily
attributable to the decrease in interest income from available-for-sale
investments to HK$0.3 million for the Period from HK$2.6 million for the
Last Corresponding Period.

ADMINISTRATIVE EXPENSES

Our administrative expenses decreased by 9.9% to HK$10.6 million
for the Period from HK$11.8 million for the Last Corresponding Period,
primarily attributable to the absence of professional fees of HK$1.2 million
incurred in relation to the acquisition of all the issued shares of Weal Union
as announced on 16 June 2016 for the Last Corresponding Period.

FINANCE COSTS

Our finance costs decreased by 27.6% to HK$0.8 million for the Period
from HK$1.1 million for the Last Corresponding Period. The decrease in
finance costs was primarily attributable to the decrease in interest portion
of the repayments of the bank loans.

(LOSS) PROFIT BEFORE TAX

We recorded a loss before tax of HK$4.2 million for the Period as
compared with a profit before tax of HK$8.0 million for the Last
Corresponding Period, primarily due to the factors mentioned above.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Management Discussion and Analysis

INCOME TAX EXPENSE

Income tax expense of HK$2.2 million was recognised for the Period as
compared with HK$3.5 million for the Last Corresponding Period. The
effective tax rate was -51.5% for the Period as compared with 44.3% for
the Last Corresponding Period.

(LOSS) PROFIT FOR THE PERIOD ATTRIBUTABLE TO OWNERS
OF THE COMPANY

We recorded a loss attributable to owners of the Company of HK$6.2
million for the Period, as compared with a profit attributable to owners
of the Company of HK$4.2 million for the Last Corresponding Period,
primarily due to the factors mentioned above.

AVAILABLE-FOR-SALE INVESTMENTS

The Group has invested its surplus cash in available-for-sale investments
which comprise mainly investment funds and debt securities (the
“Portfolio”) for stable interest income. The management adopted a prudent
investment strategy that focuses on the diversification of markets and
sectors to minimise concentration risks. The management also monitors
the investment performance of the Portfolio on a regular basis. As at 30
June 2017, the Group held available-for-sale investments of approximately
HK$10.2 million, which decreased by approximately 56.5% as compared
with available-for-sale investments of HK$23.4 million held by the
Company as at 31 December 2016. The decrease in available-for-sale
investments was due to the Group’s liquidation of a number of funds and
investments products of approximately HK$13.1 million in the Portfolio
during the Period, which resulted in realised capital gains of approximately
HK$0.4 million.

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

Our principal liquidity and capital requirements primarily relate to
investments in our projects, construction and upgrading of our wastewater
treatment facilities, purchases of equipment as well as costs and expenses
related to the operation and maintenance of our facilities. As at 30 June
2017, the carrying amount of the Group’s bank balances and cash was
HK$46.0 million, representing an increase of 83.1% as compared with that
of HK$25.1 million as at 31 December 2016.

As at 30 June 2017, the Group’s bank balances and cash of HK$34.6
million, HK$8.6 million, HK$2.1 million and HK$0.7 million were
denominated in Renminbi, Hong Kong Dollars, Indonesian Rupees and
United States Dollars, respectively (31 December 2016: HK$15.5 million,
HK$4.3 million, HK$2.0 million and HK$3.3 million were denominated
in Renminbi, Hong Kong Dollars, Indonesian Rupees and United States
Dollars, respectively).
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Management Discussion and Analysis

BB m A D AT

BANK BORROWINGS

As at 30 June 2017, the total amount of our utilised bank borrowings was
HK$40.0 million, of which approximately HK$30.9 million was repayable
within one year and approximately HK$9.0 million was repayable after one
year but within five years. Approximately HK$28.0 million, HK$11.2 million
and HK$0.7 million of the outstanding bank borrowings were denominated
in Hong Kong Dollars, United States Dollars and Renminbi, respectively (31
December 2016: HK$30.3 million and HK$2.2 million were denominated
in Hong Kong Dollars and Renminbi, respectively).

HK$0.7 million of the outstanding bank borrowings bore a fixed interest
rate of 6.77% per annum, while HK$28.0 million bore a floating interest
rate of 1.4% over the Hong Kong Interbank Offered Rate and HK$11.2
million bore a floating interest rate of 1.4% over London Interbank Offered
Rate. We had no unutilised banking facilities as at 30 June 2017.

Gearing ratio is calculated by dividing total debt by total equity, and total
debt is the interest-bearing bank borrowings. Our gearing ratio was kept
stable, being 0.1 as at 30 June 2017 and 0.1 as at 31 December 2016.

CHARGE ON ASSETS

As at 30 June 2017, HK$0.7 million of the bank borrowings of the Group
was secured by certain of the Group’s land use rights and properties in
the wastewater treatment business (31 December 2016: HK$2.2 million).
The related receivables under service concession arrangements amounted
to HK$95.6 million as at 30 June 2017 (31 December 2016: HK$92.7
million).

TREASURY POLICIES

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

CAPITAL EXPENDITURES

Our capital expenditures consist primarily of expenditures to acquire
machinery and equipment for our Indonesian biomass power plant.

For the Period, our capital expenditures amounted to HK$1.6 million.
These capital expenditures were funded by funds generated from our
financing activities.

FOREIGN EXCHANGE RISK

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

As at 30 June 2017, individual member companies in Hong Kong within
our Group had translational currency exposure because our available-for-
sale investments of HK$10.2 million and cash and cash equivalents of
HKS$0.7 million were denominated in United States Dollars. Renminbi is not
freely convertible into foreign currencies and the conversion of Renminbi
into foreign currencies is subject to rules and regulations of the foreign
exchange control promulgated by the PRC government. The Group does
not have a foreign currency hedging policy and does not use any financial
instruments for hedging purpose. However, the Directors monitor the
Group’s foreign exchange exposure closely and may, depending on the
circumstances and trend of foreign currency, consider adopting significant
foreign currency hedging policy in the future.

CONTINGENT LIABILITIES

As at 30 June 2017, the Group had no contingent liabilities (31 December
2016: nil).
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EMPLOYEE AND REMUNERATION POLICIES

As at 30 June 2017, the Group had 232 employees (31 December 2016:
223 employees). Employee costs, including Directors’ emoluments,
amounted to approximately HK$8.5 million for the Period (six months
ended 30 June 2016: HK$4.9 million). The remuneration policy for our
Directors and senior management members is based on their experience,
level of responsibility and general market conditions. Any discretionary
bonus and other merit payments are linked to the profit performance of
our Group and the individual performance of our Directors and senior
management members. The Group encourages self-development of its
employees and provides on-the-job training where appropriate.

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

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS AND
DISPOSALS

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

INTERIM DIVIDEND

During its meeting held on 25 August 2017, the Board has resolved not
to declare the payment of any interim dividend for the Period (six months
ended 30 June 2016: nil).
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Corporate Governance and Other Information

SHARE OPTION SCHEME

On 5 September 2014, the Company adopted a share option scheme
(the “Share Option Scheme”) to enable the Company to grant options
to the eligible participants as incentives or rewards for their contribution
or potential contribution to the Group. The principal terms of the Share
Option Scheme are set out in the section headed “Statutory and General
Information — D. Share Option Scheme” in Appendix IV to the prospectus
of the Company dated 12 September 2014.

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

Details of the options outstanding during the Period under the Share
Option Scheme are set out as follows:

TEEARAEMESR

ARz HEEt

R-ZZE-—MFANARR » ARERH—
REREE B ([BEES S )) £ 48R
REEMMABER2EER TREER
BEHANEEE L B RSB T BB
Bk EER) o RS BIM X R IRFHER
ARBARA-ZT-—NFEAAT-BH
B2 DEE K —&RER —D.
FERHERTEl] —#f -

BREAIRN _ZE-—NFEAA-+XH
R RAHRE  MEBRERERT
1718~ EESHERAR -

KA - BEREERT &R P ARITERE R
BRI

Number
of Shares
Number represented
of Shares by options
represented outstandingasat  Exercise
by options Lapsed/  30June 2017 price per
outstanding as at cancelled ~ W=F-t%F  Share
Position 31 December 2016 Exercised during the AB=TH HKS
Name of held in RZB-7E Granted during during Period HATE SREH  Exercise
option holder the Group Date of Grant TZAZ+-B&TE  the Period the Period e BRESE  {1FE  Period
BREREAGE WAREEGNEL RFAS BRESRNRGEE  BARE BREAE  AN/ER HRGEE AT
Mr. Fan Chi Chiu Chief financial officer 14 Apr 2016 500,000 - - 500,000 052 14 April 2017
(‘M. Fan') ke ZZ5E 1013 Aprl
BERTE mATEA 2026 (Note)
(B%A) “E-tE
MATRA
Eta Sac2
MAT=H
(Hizt)
Note: BRE -

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

BT RaEmEREGRIE L A ER=F 4
REE - H()16500017 BAE (HE T8
MRERI33%) BR—_ZE—tFMA+HNARE
(i)165,000 17 F& A (5 FT i T BB AR 8 33% ) FE
RZZ—N\FWHA+MHEEE : &iii)170,00013
BB (TR THRIRIEN34%) BN =2 — N
FMATARE - ZREL A8 Z ARG K
MEAESROLOET(EBHEXSMERAR
([BE 2 FT ) B ERERTR) ©

BERRERARAH
Rt #mE

6
o



0
o

Corporate Governance and Other Information

EREAREMER

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

As at 30 June 2017, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance, Chapter
571 of the Laws of Hong Kong (the “SFO”)), which were required: (i) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions of the SFO); or (i)
pursuant to section 352 of the SFO, to be entered in the register referred
to therein (the “Register”); or (iii) to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”), were as follows:

LONG POSITIONS IN THE SHARES OF THE COMPANY (THE
“SHARES”)

FLAFRESRERITHRARREL
B R HAEB BB (7 - #HEKD
RiREEPHHESIRAE

R-B—+FXA=1H ARFEER
=T A B B sk E AR A B
(EERBBEOESNEZLFRBAEIF
B ([ FEH R ERE RG] ]) SBXVED) AR
RGN REREFHEEZR () REFES
MEEIEFIEXVERE 7 R 8D ME AR
AN R AT R AR (BIERSRE
BH MBI Z SR EESR B
HmERER KB (i) RIEES K
E1E5)5E 352 (7B & SR s IR AT & 50 it
(T&M ) MRS AR + ok (i) RIRH S
FraEs LR B ([ LR A Mk +-Frs
B TAZBERETESFR HHIZESTR|
(MEXESPRI ) ZBRE ANA R KRB X P42
wmERBEIAT ¢

REXTRG ([BRE ]) HEFR

Approximate
Percentage of

Shareholding

Interest in

Number of the Company

Name of Directors/Chief Executive Capacity/Nature of Interest Shares Held EERAT MR E

ES BRTHRASHS 5 RRHE Fiis iR 6 8 B BRBE D

Mr. Chau On Ta Yuen (“Mr. Chau”) Interest in a controlled corporation 225,000,000 20.25%
E&EREE ([AKED) XEEEER

Mr. Chan Kwan (“Mr. Chan”) Interest in controlled corporations 390,700,000@ 35.17%

BREXE (TRELD

Notes:

RIEAE RS

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

2 Everbest Environmental Investment Limited (“Everbest Environmental”) which
held 375,000,000 Shares is owned as to 50%, 30% and 20% by Ms. Wong
Shu Ying (“Ms. Wong”), Ms. Judy Chan and Mr. Chan, an executive Director
and the chief executive officer of the Company, respectively. Mr. Chan is the sole
director of Everbest Environmental. Ms. Wong is the mother of all of Ms. Judy
Chan, Mr. Chan and Mr. Chan Pak Lam Brian, a non-executive Director. Mr.
Chan also owns 25% of the issued shares in Kingdrive Limited, which in turn
owns 100% of the issued shares in Carlton Asia Limited (“Carlton Asia”), which
held 15,700,000 Shares, Carlton Asia is accustomed to act in accordance with
the directions of Mr. Chan.
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Save as disclosed above, as at 30 June 2017, none of the Directors or
the chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
had been notified to the Company and the Stock Exchange or recorded
in the Register or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

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

As at 30 June 2017, the following persons or entities (other than the
Directors or the chief executive of the Company) had or were deemed or
taken to have interests and short positions in the Shares and underlying
Shares as recorded in the register of interests and short positions of the
substantial shareholders (the “Register of Substantial Shareholders”)
required to be kept by the Company under section 336 of the SFO:

TEEARAEMESR

R EXFIEEIN R_FT—LFXA
=tH BEARAEEFIRSTHA
BRA AR S EEAERER (E&RE
R EIEEPIEXVEL) Rt - MR
MBERETRECHEARE LB
Frekfe sk B i it AR IBIR T RIFR
ATTAEARRB LRI m iR

FRERRREREMALRELF KRG
R PRERRRE

RZE—+tFRA=+H  TI ALK
ER(KAAREFAZRFTHRAERI)
BB RBRAEHE R It R AR A D
PHEALEN AR RREES MRS K
{5155 336 17817 B 0V = B AR 2 e MoKk
BERM(EERRERLM]) NagkE
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LONG POSITION IN THE SHARES REHBGFE
Approximate
Percentage of
Shareholding
Interest
Number of in the Company
Name of Shareholders Capacity/Nature of Interest Shares Held EARR TR E
BREE B 5 E@nE FrsROEE BABEDL
Everbest Environmental Beneficial interest 375,000,000 33.75%
Sy 3t
Ms. Wong Interest in controlled corporations 380,790,000 &@ 34.27%
Tt XA E g
Mr. Chan Chun Keung Interest in a controlled corporation 380,790,000M&@ 34.27%
PRitER ST and interest held by spouse
XA R BT s
Wealthy Sea Beneficial interest 225,000,0000) 20.25%
ieyis! EnfEn
Ms. Wong Mei Ling Interest held by spouse 225,000,000@ 20.25%
IERRUL [T £
Morgan Top Trading Company Ltd.  Beneficial interest 143,300,000 12.90%
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Notes:

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

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

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

Save as disclosed above, as at 30 June 2017, the Directors were not
aware of any persons or entities (other than a Director or the chief
executive of the Company) who/which had or were deemed or taken to
have interests or short positions in the Shares or the underlying Shares,
which were required to be recorded in the Register of Substantial
Shareholders under section 336 of the SFO.

CORPORATE GOVERNANCE

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

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as contained in Appendix 10
to the Listing Rules as its own code of conduct governing the securities
transactions by the Directors. Following specific enquiries made by the
Company with all the Directors, all of them have confirmed that they had
complied with the required standard set out in the Model Code throughout
the Period.
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PURCHASE, SALE AND REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Shares listed on the Main Board of the Stock
Exchange during the Period.

REVIEW BY AUDIT COMMITTEE

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

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

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in Directors’
information since the date of the 2016 annual report of the Company is set
out below:

Mr. Ng Man Kung was appointed as (i) an independent non-executive
director of Shanghai Zendai Property Limited (Stock Code: 755) on 25
May 2017 and (i) a non-executive director of Roma Group Limited (Stock
Code: 8072) on 24 August 2017.

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

EVENTS AFTER THE REPORTING DATE

On 22 August 2017, Mr. Zhou Yinbing, a member of the senior
management of the Group resigned. For details, please refer to the
Company’s announcement dated 22 August 2017. Save as disclosed in
this report, the Group had no material event subsequent to the end of the
Period and up to the date of this report.
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Condensed Consolidated Statement of Profit or Loss

ERRSRER

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

Six months ended 30 June
BEAB=1THILEAEA

Notes 2017 2016
BsE —E—+tF ZE—RF
(Unaudited) (Unaudited)
(RESEZX) (REEHEZ)
HK$’000 HK$’'000
FERT FAT
REVENUE EE L ON 4 36,294 48,009
Cost of sales SHERKAR (32,546) (32,626)
Gross profit EH 3,748 15,383
Other income and gains AU A R Was 6 3,455 5,480
Administrative expenses THFAZ (10,643) (11,807)
Finance costs A& R AR 7 (767) (1,060)
(LOSS) PROFIT BEFORE TAX Br#EAT (E518) )& A 8 (4,207) 7,996
Income tax expense T8> 9 (2,166) (3,543)
(LOSS) PROFIT FOR THE PERIOD HAP9 (K548 S5 F (6,373) 4,453
(Loss) profit for the period A& 7 EIEEAA
attributable to: (B1B)&F

Owners of the Company KATHEB A (6,240) 4,237
Non-controlling interests FEIE AR (133) 216
(6,373) 4,453
HK cents HK cents
4l L

(LOSS) EARNINGS PER SHARE Bk (EE) &H 1
Basic and diluted EARA RS (0.56) 0.45

O ELL ENVIRONMENTAL HOLDINGS LIMITED
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
G EEE R A2 ERER

For the six months ended 30 June 2017 L2 —F—+F A =+ H1F 1A

Six months ended 30 June

BEAA=THIEAEA

Notes 2017 2016
BRE —E—+tF —ZE—RF
(Unaudited) (Unaudited)
(REEEZ) (REEZ)
HK$’000 HK$’000
FERT FET
(Loss) profit for the period AR (E18) & A (6,373) 4,453
OTHER COMPREHENSIVE H 2 EBA (%)
INCOME (EXPENSE)
Items that may be reclassified BEE AJREEFT 7 HEE
subsequently to profit or loss: EBamhyEE -
Exchange difference arising BMEBINEBEEZ
on translation of MEHZR
foreign operations
7,434 (8,041)
Fair value change on AR ERE AR BEEE
available-for-sale investments (17) 1,329
Investment revaluation reserve HERHNEREERR
released upon disposal of bri%E SR
available-for-sale investments (417) 1,230
TOTAL COMPREHENSIVE INCOME HAZERA (Fx) @5
(EXPENSE) FOR THE PERIOD 627 (1,029)
Total comprehensive (expense) ATEAEAE2E (FX)
income attributable to: U A fREE
Owners of the Company ZIN/NEE 2SN (26) (629)
Non-controlling interests FEFEARE = 653 (400)
627 (1,029)

BEBRERERAT O
—E— RS ‘
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Condensed Consolidated Statement of Financial Position

GE RS

As at 30 June 2017 R ==

ISR R

—tFNA=FH

30 June 31 December
Notes 2017 2016
—E—tF —E—RF
BT ANA=1H +=—A=+—~H
(Unaudited) (Audited)
(RBFZ) (&%)
HK$’000 HK$’000
FBT FHEIT
NON-CURRENT ASSETS EMBEE
Property, plant and equipment Y -~ BENEE 12 141,513 143,130
Receivables under service PRAGHFEFHELHET
concession arrangements R FEU IR 13 291,530 288,638
Goodwill S 14 81,650 85,699
Available-for-sale investments AIEHERE 15 10,167 23,383
524,860 540,850
CURRENT ASSETS MENVEE
Inventories FE 850 882
Receivables under service concession RIS ELHET
arrangements H FEYFRIE 13 35,199 30,814
Trade receivables B S rElFE 16 8,315 2,840
Prepayments and other receivables TN RIBREAMEYKIE 17 2,341 1,569
Income tax recoverable AU [E] TS HR 188 405
Bank balances and cash IRITHEBEIRE 45,975 25,104
92,868 61,614
Assets classified as held for sale DEABELEEE 20 65,408 78,676
158,276 140,290
CURRENT LIABILITIES nEAE
Trade payables B S E IR 18 13,493 19,955
Other payables and accruals HtE B R ETER 1,316 4,783
Amounts due to related parties FET A 5 kIR 6,542 6,542
Bank borrowings — due within one year $R1T{&3K — —F R E|Hf 19 30,948 32,426
Income tax payables FER TS AR 392 122
52,691 63,828
Liabilities associated with assets EAEAFEREEE
classified as held for sale F@ANaE 20 10,943 9,848
63,634 73,676
NET CURRENT ASSETS MEVEEFE 94,642 66,614
TOTAL ASSETS LESS CURRENT BEERIBBE
LIABILITIES 619,502 607,464

@ ELL ENVIRONMENTAL HOLDINGS LIMITED
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Condensed Consolidated Statement of Financial Position

IGEES=yp S S

As at 30 June 2017 R —FE—+F XA=+H

30 June 31 December
Notes 2017 2016
—E2—tF —E—RF
BRE ~A=TH +=-—A=+—-H
(Unaudited) (Audited)
(REEX) (JeE%)
HK$’000 HK$’000
TERT FHET
CAPITAL AND RESERVES BARR
Share Capital (&N 21 111 111
Reserves i 541,853 541,841
Equity attributable to PAN/NSIE ZS DN
owners of the Company JE(E = 541,964 541,952
Non-controlling interests SRR R 28,303 27,650
TOTAL EQUITY T AERE 570,267 569,602
NON-CURRENT LIABILITIES EREBEE
Bank borrowings — due after one year  $R1T{E 5 — —F1& 2 HA 19 8,960 —
Deferred tax liabilities BEHIEAE 32,618 31,251
Provision for major overhauls ERRIEEE 7,657 6,611
49,235 37,862
619,502 607,464

BEBRERERAT O
—E— RS ‘
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Condensed Consolidated Statement of Changes in Equity

ERGREEEE B R

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

Attributable to shareholders of the Company
KARRRER
Share Investment
option revaluation Non-
Issued Share reserve Other  Exchange  General reserve  Retained controlling
capital  premium BRE reserve reserve reserve BE  earnings Total interest Total
BRTRE  ROEE W BERE  ENRE  -RGR  ERRE  REER it FERER a5
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REEK) (REBR) (REBR) (REER) (REER) (REBR) (REEK) (REER) (REER) (REER)
HK$000  HK$000  HK$'000  HK$000  HK$'000  HK$000  HK$000  HK$000  HK$000  HKS'000  HK$'000
TiEn Tign TR TR Ti#gn Ti#gn TR TiEn Ti#gn TR TR
At 1 January 2017 RZZ—+E—-F—-H 1 409,031 54 (31,476)  (16,535) 20,597 505 159,665 541,952 21,650 569,602
Bxchange diference  AEBINEHEEZ
arising on tranglation ~ [EXZ%E
of foreign operations - - - - 6,648 - - - 6,648 786 7434
Farvalue changeon ~ AIEHEREZ
avallable-for-sale DrEES
investments - - - - - - (17 - (17) - (17)
Investment valuation ~ HHE AT ER A
reserve released BRRASHEE
upon disposal of
available-for-sale
investments - - - - - - #7) - (#17) - #17)
Lossfortheperiod ~ EIMER - - - - - - - (6,240) (6,240) (139) (6,373)
Total comprehensive ~ HiRZEWALSE
income for the period - - - - 6,648 - (434) (6,240) (26) 653 627
Share-based payments RIAEEEIZ - - 38 - - - - - 38 - 38
Transfer to general reserve 8 Z — it s - - - - - 632 - (632) - - -
At30June2017  RZE-tF
~A=TH 111 409,031 92 (31,476) (9,887) 21,229 n 152,793 541,964 28,303 570,267

@ ELL ENVIRONMENTAL HOLDINGS LIMITED
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Condensed Consolidated Statement of Changes in Equity
GRS R R ER

For the six months ended 30 June 2016 &L= —F— NF A =+ HiF M08
Attributable to shareholders of the Company
NG
Share Investment
option revaluation Non-
Issued Share reserve Other  Exchange General reseve  Retained controling
capital  premium Bk reserve reserve reserve RE amings Total interest Total
BEORE  RAEE e HEtEE  EXRE  -RER  ERE  REE & FERES &%
(Unaudited) ~ (Unaudited) ~ (Unaudited) ~ (Unaudited) ~ (Unaudited) (Unaudited) (Unaudited) ~ (Unaudited) ~ (Unaudited) (Unaudlted) (Unaudited)
(REER) (REER) (RESR) (REER) (REBR) (REBR) (RESR) (REER) (REER) (REER) (REER)
HK$000  HK$000  HKS'000  HK$000  HK$000  HKS' 000 HK§'000  HK$'000  HK§000  HK$' 000 HK$'000
THL T Ti#n Ti#n FAT T Ti#n TiEn T T Ti#gn
At1 January 2016 RZE-~5-A-H 9% 329547 - (81,476) 10,738 18,315 (801) 161,124 487,542 21593 515136
Exchange diference  BEBINEBEL L
arising on translation B Z%
of foreign operation - - - - (7,425) - - - (7,425) 616) (8,041)
Farvauechangeon  AIEHEREZ
avalable-for-sales DRERE
investments - - - - - - 1,329 - 1,329 - 1,329
Investment revaluation /& ATt A 14
reserve released upon  ERRRITEE MR
disposal of
available-for-sales
investments - - - - - - 1,230 - 1,230 - 1,230
Profitfor the period B - - - - - - - 4,231 4,231 216 4,453
Total comprehensive  SRZEPALE
income for the period - - - - (7,425) - 2,559 4,287 (629) (400) (1,029)
Share-based payments FRIDEBEE - - 16 - - - - - 16 - 16
Transfer to general reserve 5 — & & - - - - - 1,034 - (1,034) - - -
Final 2015 dividend ~ BER-Z-1%
declared (note 8) RERE (BizEs) - - - - - - - (9,520) (9,520) - (9,520)
At 30 June 2016 RZB-RE
RA=TH % 329547 16 (81,476) 3318 19,349 1,758 154807 477,409 27193 504,602
BERRERERAT @ o)
— TR RS ‘



Condensed Consolidated Statement of Cash Flows

E‘% EH n'l_\éiﬁrﬁi)ili%%

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

Six months ended 30 June
BZAXA=1tHILAEA

2017 2016
—E—+tF —E—RF
(Unaudited) (Unaudited)
(REEZ) (REEEIZ)
HK$’000 HK$’000
FET FET
OPERATING ACTIVITIES KRR
Cash generated from (used in) operations wEE (TR MRS 72 (7,168)
Income tax paid B ETSE (1,801) (684)
Net cash flows used in operating activities KR RS FTA R
REmEFRE (1,729) (7,852)
INVESTING ACTMITIES S EEE
Purchases of items of property, BEYE  BEX
plant and equipment HiEIEE (1,579) (36)
Purchases of available-for-sale investments EEAHDERE — (31,524)
Proceeds on disposal of available-for-sale HEHEERERN
investments FriS 5008 13,199 37,214
Interest received from available-for-sale BT ERERFLE
investments 255 2,631
Payments of refundable deposit in relation to ~ FL#EE E F18
the Proposed Acquisition SR REES - (15,600)
Payments of professional expenses in relation  #L#3E & 1B [FH)
to the Proposed Acquisition EXEH - (1,210)
Bank interest received BUERTTHI B 44 41
Net cash flows generated from (used in) KEEBAE (FTA) R
investing activities REemEF88 11,919 (8,484)
FINANCING ACTMITIES BEEE
New bank borrowings raised HEIRITER 11,200 —
Repayments of bank borrowings BBIRITIEK (3,778) (1,486)
Dividend paid B E = (9,520)
Interest paid ERFLE (559) (858)
Net cash flows generated from (used in) RVEEEFTIS (FTA)
financing activities RenhE F5 6,863 (11,864)
NET INCREASE (DECREASE) IN IRITEMRBIR S 1E
BANK BALANCES AND CASH CRid) %48 17,053 (28,200)
Bank balances and cash BYERTTHEHR IR S
at beginning of period 29,085 87,763
Effect of foreign exchange rate changes, net  JNEERE SN E  F5 (153) 495
BANK BALANCES AND CASH HRIRTTHRESR NI S
AT END OF PERIOD 45,985 60,058
Represented by: =
Bank balances and cash RITHEBEIRS 45,975 60,058
Bank balances and cash classified SERAFBIELERN
as held for sales IRTTHESR LIRS 10 —
45,985 60,058

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Notes to Condensed Interim Financial Information

CORPORATION AND GROUP INFORMATION

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability and its shares are listed
on the The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the registered office of the Company is
P.O. Box 39, Ugland House, Grand Cayman, KY1-1104, Cayman
Islands and the principal place of business of the Company is
located at Units 1-3, 11th Floor, Westlands Centre, 20 Westland
Road, Hong Kong.

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are engaged in the
construction and operation of wastewater treatment facilities and
generation of electricity.

BASIS OF PREPARATION OF CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

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

The Unaudited Condensed Interim Financial Information does
not include all the information and disclosures required in the
annual consolidated financial statements, and should be read
in conjunction with the Group’s annual consolidated financial
statements for the year ended 31 December 2016.

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

1 B mp A B B B R BT RE

30 June 2017 —F—+FNNA=4+H
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Notes to Condensed Interim Financial Information

& B rp B B RS B R B o

30 June 2017 ZE—+FNH=4+H

3.

°©®

PRINCIPAL ACCOUNTING POLICIES

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

Except as described below, the accounting policies and methods
of computation used in the condensed consolidated financial
statements for the six months ended 30 June 2017 are the same
as those followed in the preparation of the Group’s annual financial
statements for the year ended 31 December 2016.

In the current interim period, the Group has applied, for the first
time, the following new amendments to Hong Kong Financial
Reporting Standards (the “HKFRSs”) and Hong Kong Accounting
Standards (“HKASs”) issued by the HKICPA, that are mandatorily
effective for the current interim period:

Amendments to HKAS 7
BERGERE 7R 2ER]
Amendments to HKAS 12
BEAGFEAE 1258 2185
Amendments to HKFRSs

Disclosure Initiative

BT

FEEBE

BRETEMIAZAARENE
S RNEGERER B M SRR IRE L
PRAE MR ERL ©

BTIXmaEN RBEE-F
—tFRA=TRHIEXNERZHE
AR M BRRAER 225K
RMAETAAREAEERE
—E-RE+ZA=+—HILF
B2 FEMBHRRATER/E B -

A I EAR - AN R B R ER A
THREBGFA LS RMERAK
R EIEA I 58 ] A2 R 2 BB B S R
SEA(TEEMBHRELER]) K
FaarrER(HEBgEL D
Z THIFHERT -

Recognition of Deferred Tax Assets for Unrealised Losses
HARBEEEERRLERIREEE
Amendments to HKFRS 12 included in Annual

Improvements to HKFRSs 2014-2016 Cycle

BB WL 54T

The application of the above new amendments to the HKFRSs
and HKASs in the current interim period has had no material
effect on the amounts reported in these condensed consolidated
financial statements and/or disclosures set out in these condensed
consolidated financial statements.

The Group has not yet early applied the new and revised HKFRSs
and HKASSs that have been issued but are not yet effective.

ELL ENVIRONMENTAL HOLDINGS LIMITED
2017 Interim Report
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4. REVENUE

Notes to Condensed Interim Financial Information

1 B mp A B B B R BT RE

30 June 2017 —E—+FNH=4H

ERIEA

Six months ended 30 June
BZEAA=1+HLEAEA

2017 2016
- AN
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
HK$’000 HK$’000
THET FHET
Revenue =ELON
Construction services R ART - 18,705
Wastewater treatment STIKERIR R
facility operation services &8 R 17,415 19,435
Imputed interest income on BRIG TR HE T FEMCRIR
receivables under service HHEE AU A
concession arrangements 7,612 9,869
Sales of electricity EE 11,267 —
36,294 48,009
BRRFERERLT

—E L

N



6
&

Notes to Condensed Interim Financial Information

& B rp B B RS B R B o

30 June 2017 ZE—+FNH=4+H

5.

SEGMENT INFORMATION 5. SEEE
The Group is engaged in the construction and operation of AREEREERREETKEE
wastewater treatment facilities and the generation of electricity. HEAREE - EWMTAEEE
Information reported to the Group’s chief operating decision maker BRERBABIMITESE) -
(i.e. the executive directors) for the purposes of resource allocation ERERSERFZBANH AN
and assessment of performance is focused on geographical EREREEANEREREPH
locations of its manpower and customers including Hong Kong, WBME  BREES FEAR
People’s Republic of China (“the PRC”) and the Republic of HAMHA([HE]) RENEERmEH*
Indonesia (“Indonesia”). AE(TENFE D) ©
SEGMENT REVENUES AND RESULTS AR EH
The following is an analysis of the Group’s revenue and results by REBIRA 2HRLESEBEI D
reportable and operating segments: ZWARZEESTWT -
Six months ended 30 June 2017 BE-Z-—tHFX<A=+HL
AEA
Hong Kong the PRC Indonesia Total
B FE e et
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEEZ) (REEEZX) (REEEX) (REEEZX)
HK$’000 HK$’000 HK$’000 HK$’000
FHET FTERT FET FTERT
Results ES
Segment revenue SEUA - 25,027 11,267 36,294
Segment (loss) profit A E0 (E518) & A (6,411) 8,765 (6,548) (4,194)
Unallocated expenses K7 BB
Administrative expenses 17X (13)
Loss before tax BrIERTETE (4,207)

ELL ENVIRONMENTAL HOLDINGS LIMITED
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5.

SEGMENT INFORMATION (Cont’d)

Six months ended 30 June 2016

Notes to Condensed Interim Financial Information

1 B mp A B B B R BT RE

30 June 2017 —F—+FNNA=4+H

5. SEEEE)
BE-E-XR"EXA=+HL

~MEA
Hong Kong the PRC Indonesia Total
BB A Eife HeEt
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE&EEZ) (R EZ) (REEZ) (R EZ)
HK$'000 HK$'000 HK$’000 HK$'000
FHET FHET FHET FHET

Results E S
Segment revenue DEWA — 48,009 — 48,009
Segment (loss) profit HED (1R A (8,985) 17,050 — 8,065
Unallocated expenses K7 BB XX
Administrative expenses 1T 69)
Profit before tax R AT ) 7,996

There were no inter-segment sales for both periods.

All of the segment revenue reported above was generated from

external customers.

Revenue from customers contributing over 10% of the Group’s
revenue for the six months ended 30 June 2017 and 2016 are as

follows:

i {E 2R R P8 5 SP R S o

EREBNOFE D BN EE
EINBES -

HE_Z—+LtFR_T—REX
BA=Z+BItAEA  hAEEYK
A10% A ERMZEFNT

Six months ended 30 June
BZEAA=1+HIEAEA

2017 2016

—E—+tF —E—RF

(Unaudited) (Unaudited)

(RBEX) (REEEZ)

HK$’000 HK$’000

FET FET

Customer A from the PRC segment FEDHEFA 5,015 5,275

Customer B from the PRC segment RS EEFB 20,012 42,734
Customer C from the ENfEn &~ C

Indonesia segment 11,267 —

BRRFERERLT

Rt #mE
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Notes to Condensed Interim Financial Information
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30 June 2017 —FE—+F N NA=+H

6. OTHER INCOME AND OTHER GAINS Hfthg A R Efhlg 2
30 June 30 June
2017 2016
—E—tF —E—RF
~NA=TH NA=TH
(Unaudited) (Unaudited)
(REEZ) (REEFEZ)
HK$’000 HK$’000
THT FHEIT
Bank interest income IRITHI B UL A 44 43
Interest income from AMEHERER
available-for-sale investments FEUA 255 2,589
Gain on disposal of HETHEERE
available-for-sale investments Enfleas 417 —
Foreign exchange gain, net HNE I 25 55 76 1,050
Refund of value-added tax HER R 2,279 1,440
Others EHifb 384 358
3,455 5,480
7. FINANCE COSTS MERE
Six months ended 30 June
BEANA=1THLILAEA
2017 2016
—E—+F —E—RF
(Unaudited) (Unaudited)
(REEZ) (REEFEZ)
HK$’000 HK$’000
THT FHEIT
Interest on bank borrowings IRITERHFE 559 858
Increase in discounted amounts of EE A BRF [T 7 447 1 728 A
provision for major overhauls arising K E RIS E
from the passage of time B4 3R & FEIE AN 208 202
767 1,060

O ELL ENVIRONMENTAL HOLDINGS LIMITED
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Notes to Condensed Interim Financial Information

1 B mp A B B B R BT RE

30 June 2017 —FE—+#~HA=1H
(LOSS) PROFIT BEFORE TAX 8. [RAI(HIR)ER
Six months ended 30 June
BZEAA=THLAEA
2017 2016
—E—+tF NS
(Unaudited) (Unaudited)
(REEX) (REEER)
HK$’000 HK$’000
FET FAT
(Loss) profit before tax has been arrived  BrFi AT (E518 ) 3% 7|
at after charging (crediting): Bk (GFA) -
Employee benefit expense EEBHRX
(including Directors’ remuneration): (BRESFHMS) :
Salaries and other benefits e MEMEA 7,706 4,341
Pension scheme contributions RRSETEIMHK
(note) (MI3E) 768 522
Share-based payments BN NEN 38 16
8,512 4,879
Cost of construction services FREEARIF A AN - 14,379
Cost of wastewater treatment facilities Fﬁ?z{ L5 7K R IR B HE
operation services rendered 2B IR 16,172 18,247
Cost of power plant operation BEEMEEKA 16,374 —
Cost of inventories recognised as BRB/ANFEXR
expenses 9,897 6,209
Depreciation of property, plant M - BELRRETE
and equipment 6,196 226
Minimum lease payments under KEHE THRERERNK
operating leases - 138
(Gain) loss on disposal of HEHHERE
available-for-sale investments (Yezs) E518
417) 1,230
Foreign exchange gain, net SNEU a5 FRE (76) (1,050)
Provision for major overhauls ERBIEEE 683 790
Note: P=E
As at 30 June 2017, the Group had no forfeited contributions available to RZE—tFRNA=Z1+H  ZXEBHE
reduce its contributions to the pension scheme in future years (six months WO W KR D R R FE R R IR F
ended 30 June 2016: nil). BMtHR(EHE_T—ENA=ZTAHLRN
BA : ).

BERRERARAH
Tt #RE
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Notes to Condensed Interim Financial Information
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30 June 2017 ZE—+FNH=4+H

o.

° @

INCOME TAX EXPENSE

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

No provision for Hong Kong profits tax had been made as the
Group did not generate any assessable profits arising in Hong
Kong during the period (six months ended 30 June 2016: nil).

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

No provision for Indonesian income tax had been made as the
Group did not generate any assessable profits arising in Indonesia
during the period (six months ended 30 June 2016: nil).

Haian Hengfa Wastewater Treatment Company Limited* (“Haian
Hengfa”) and Rugao Hengfa Water Treatment Company Limited*
(“Rugao Hengfa”), both subsidiaries of the Company located in
the PRC, obtained preferential income tax treatment whereby their
income taxes will be charged at taxable profit with a concession of
10% of the revenue for the six months ended 30 June 2016 and
2017.

Rugao Honghao Metal Surface Water Treatment Company Limited*
(“Rugao Honghao”) obtained confirmation from the relevant tax
authority in the PRC during the year ended 31 December 2015
for full exemption on corporate income tax for 2012 (the first profit
generating year of Rugao Honghao), 2013 and 2014 and a three-
year 50% reduction in corporate income tax rate from 2015 to
2017.

*

The English name of this entity represents management’s best effort
for translating its Chinese name as it did not register any official English
name.
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9. INCOME TAX EXPENSE (Cont’d) 9. FEMBAZ(#E)
Six months ended 30 June
BEARA=1+HLKER
2017 2016
- —E-RF
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
HK$’000 HK$’000
FET FET
Current — PRC BNER — AR
— Charge for the period — HAZH 1,959 1,291
Deferred tax RIEFIIE 207 2 252
Total tax charge for the period BATEIE S 4258 2,166 3,543
10. DIVIDEND 10. BB
Six months ended 30 June
BZARA=1THLXER
2017 2016
—E—+tF —ZE-RF
(Unaudited) (Unaudited)
(REEX) (REEEZ)
HK$’000 HK$’000
FET FA&T
Dividends for ordinary shareholders of ~ HERAERAI AR A
the Company recognised as AR R IR AR S
distribution during the period:
2016 Final — nil TERNFRE—
(2016: 2015 Final — HK1 cent Em(ZE—RF
per ordinary share) —E—RFRE—
BRI @R B - 9,520

ExgTEAMEE_T—tF
NAZ=+ B ERE AR A E R
BHEEZZ-R"FAA=1TAHL
NER ) o

No interim dividend in respect of the six months ended 30 June
2017 has been proposed by the board of directors (six months
ended 30 June 2016: nil).

BEBRERERAT O
—E— RS ‘
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11.

—tFNA=FH

(LOSS) EARNINGS PER SHARE

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

following data:

11.

=2 (58 2%
ARRIBCREIE BIREAR RS

(E518) B A

FERTIEUE

30 June 31 December
2017 2016
—E—tF AN
~A=1+H +=—A=+—8
(Unaudited) (Unaudited)
(REEEX) (REEEZ)
HK$’000 HK$'000
FET FAT
(Loss) earnings for the purposes of MERERREE (E58)
basic and diluted Brmsz (EE)&8H -
(loss) earnings per share, being VAN B ABGER
(loss) profit for the period (E18) &= A
attributable to owners
of the Company (6,240) 4,237

Number of Share

Weighted average number of
ordinary shares for the purpose
of (loss) earnings per share

AER(ER) BFmE 2
BB g 8

RHEE
30 June 31 December
2017 2016
—E—+F —E—RF
~NA=1+H +ZA=+—H
(Unaudited) (Unaudited)
(RRER) (REEEZ)
’000 ’000
TR FH%
1,111,000 952,000

The computation of the diluted (loss) earnings per share for the six
months ended 30 June 2017 and 2016 does not take into account
the exercise of any of the Company’s options by the shareholders
because the exercise price of those options was higher than the
average market price of the shares for the six months ended 30

June 2017 and 2016.
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PROPERTY, PLANT AND EQUIPMENT 12. 9% - RERE
During the Period, the Group incurred HK$1,579,000 (six months RER REEFREEME - K
ended 30 June 2016: HK$36,000) on the acquisition of items of B K ETE B & 1,579,000 %8 7T
property, plant and equipment. (BEZZ—R"FAA=THLR
8 A : 36,000%87T) °
RECEIVABLES UNDER SERVICE CONCESSION 13. BT ERIETRERR
ARRANGEMENTS R
30 June 31 December
2017 2016
—E—+tF TE—RF
~AHA=1+H +=—A=+—H
(Unaudited) (Audited)
(REEZR) (fe&=%)
HK$’000 HK$’000
FExT FAT
Receivables under service BRIG AT RE L HE T A
concession arrangements FEWRIE 326,729 319,452
Portion classified as current assets DI EREEERNID (35,199) (30,814)
Portion classified as non-current assets 38 & 3IE R8N & E R ED 291,530 288,638
The following is an ageing analysis of receivables under service RIEMKR - BREBEZZAHER

concession arrangements, presented based on the invoice date at

45 R 2 BE T EUCSOR M BR e

the end of the reporting period: AT
30 June 31 December
2017 2016
—E—tF —ERF
AA=1+H +=-A=+—H
(Unaudited) (Audited)
(REEX) (&%)
HK$’000 HK$’000
FET FAT

Billed: ERARE:
Within 3 months 31 AR 14,365 8,276
4 to 6 months 4Z=6MEHAH 11,781 13,925
26,146 22,201
Not yet billed AR AR 300,583 297,251
326,729 319,452
EBRBRERERAT

Rt #mE

o)
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14.

GOODWILL e
HK$’'000
FA&T

COST 2%
As at 1 January 2016 RZE—R"F—H—H —
Arising on acquisition of subsidiaries WHEMT B ARIEAE 85,699
As at 31 December 2016 (audited) RZZE—RE+ZA=1+—8(K&E%) 85,699
Exchange realignment EH R (4,049)
As at 30 June 2017 (unaudited) R-ZE—+FA=+H (REER) 81,650

The amount represents goodwill arising from the acquisition of the
Weal Union Limited (“Weal Union”) and its subsidiary (collectively,
“Weal Union Group”) during the year ended 31 December 2016.
The recoverable amount of this cash generating unit has been
determined based on a value-in-use calculation. Such calculation
uses cash flow projections based on financial budgets approved
by management covering a 5-year period, and a discount rate of
18.2%. The cash flows beyond the 5-year period are extrapolated
at a growth rate of 5%. Cash flow projection during the 5-year
budget period is based on the budgeted sales and expected gross
margins and the inflation on cost of sales and expenses during
the budget period. Expected cash inflows/outflows, which include
budgeted sales, gross margin and inflation have been determined
based on management’s expectations for the market development.
Management believes that any reasonably possible change in any
of these assumptions would not cause the aggregate carrying
amount to exceed the aggregate recoverable amount of this cash
generating unit.

ELL ENVIRONMENTAL HOLDINGS LIMITED
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AVAILABLE-FOR-SALE INVESTMENTS 15. TA@HERSE
30 June 31 December
2017 2016
—E2—tF ZE—RF
AB=+H | t=ZA=+—8
(Unaudited) (Audited)
(REEEZX) &)
HK$’000 HK$’000
FET FAT
Non-current FEENER
Listed debt securities, at fair value IHEBES  RARE 10,167 23,383
During the period, the gross loss in respect of the Group’s available- HA - ASEEREME2ERY
for-sale investments recognised in other comprehensive expense AERNHEEREEEBOA
amounted to approximately HK$17,000 (six months ended 30 June 17,0008 L (HE T —F X
2016: other comprehensive income amounted to approximately A=THILXEAR: EEEUY
HK$1,329,000), of which a gain of HK$417,000 (six months ended A #71,329,000/%8 7T ) « HAAHR
30 June 2016: loss of HK$1,230,000) was reclassified from other Wz 417,000 T (BE=ZE—<
comprehensive income to profit or loss for the period. FRA=ZTHLEARER: BE
1,230,000/ 7T ) 75 B E th 2 E 4k
AEFHEEER -
TRADE RECEIVABLES 16. HHEWFHIA
30 June 31 December
2017 2016
—E—tF —E—RF
AA=+H +—-A=+—8H
(Unaudited) (Audited)
(REEZR) &)
HK$’000 HK$’000
FET FAT
Trade receivables =) e R 8,315 2,840
Trade debtors mainly arise from sales of electricity and B RKNFIEEZEREE RIFK

management services fee of Wastewater Facilities. The Company’s
credit terms are negotiated at terms determined and agreed with
its trade customers. The credit periods are ranging from 30 to 60
days.

REEERBERELE - ARQA

B EMGRRMAIY - EREA
30£60H e

BERRERARAH
Rt #mE

o)
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16.

17.

TRADE RECEIVABLES (Cont’d) 16. HHEBUYRIE (&)
The following is an ageing analysis of trade receivables, presented B RWFBEBRmEARRESR
based on the invoice date at the end of the reporting period: BHZRZ BREe DT T -
30 June 31 December
2017 2016
—E—+tF ZE—RF
AA=+H | +t=A=+—8
(Unaudited) (Audited)
(REEZR) (&= =%)
HK$’000 HK$’'000
FET FAT
0-30 days 0&30H 7,278 344
31-60 days 312 60H 1,037 2,496
8,315 2,840
The Company maintains a defined credit policy to assess the credit KRARZBEMEERE - N
quality of the trade customers. The collection is closely monitored IREESEPZEEER &
to minimise any credit risk associated with these trade receivables. THERBRER - U ZEE S
There is no allowance for doubtful debts for both periods. None JE WK IE 2 (A 4B Bl (= B BB R
of the above trade receivables is either past due or impaired. The Z &K o R E HA R 3 AR R OBR B
Group has assessed the creditworthiness, past payment history o LB 5 e Yk IE 42 w80 5P
and subsequent settlement, and considered that the amounts are FRHE AEEEEHEEE B
still recoverable. The Group does not hold any collateral over these TERGCENREE 2 ERIELET
balances. it RERZEFHEDAIRE o
REBUERZSERTE M
G o
PREPAYMENTS AND OTHER RECEIVABLES 17. FRRARHEEKRRIET
30 June 31 December
2017 2016
—E—+tF —E—RF
AA=+H | tZA=+—H
(Unaudited) (Audited)
(RESEZ) (f&E=%)
HK$’000 HK$'000
FET FAT
Deposit and other receivables &% M EH b fEU FIE 303 276
Prepayments FEfT OB 2,038 1,293
2,341 1,569

ELL ENVIRONMENTAL HOLDINGS LIMITED
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18. TRADE PAYABLES 18. BWHEFMRIA
The following is an ageing analysis of the trade payables, presented REmEHRREZEZBHAZ58)
based on the invoice date at the end of the reporting period: S ENFIBRNERESITAT
30 June 31 December
2017 2016
—E—+tF —E—RF
ANA=1H +=-A=+—H
(Unaudited) (Audited)
(REBEZR) (Je|%)
HK$’000 HK$’000
FET FET
Trade creditors analysed by age: BRI 2 B SN -
0-60 days FEFE60H 2,502 7,040
61-90 days 61290H - 1,207
Over 90 days BB 90 H 10,991 11,708
13,493 19,955
Included in the Group’s trade payables are construction retention AEBEMNESENREBEREEL
payables of HK$5,234,000 (31 December 2016: HK$4,490,000). 12 fE 1R B 45,234,000 7T
(ZE—X"E+-_A=+—8":
4,490,000 7T) °
BANK BORROWINGS 19. SRITIER
30 June 31 December
2017 2016
—E—tfF —E—RF
AA=+H | t=ZA=+—8H
(Unaudited) (Audited)
(REEEZX) (JeEH%)
HK$’000 HK$’000
FE T FA&TT
On demand or within one year BBk —FR 30,948 32,426
In the second year B 2,240 —
In the third to fifth years inclusive FZFEERF 6,720 —
(BRREEMT)
39,908 32,426
Less: Amount due within one year B —FREIERI S Ve
shown under current liabilities mENBEZFKRIE (30,948) (32,426)
Amount due after one year — & BAFRIE 8,960 —
Current-secured BNER — HEH 708 2,176
Current-unsecured BNHER — MK 30,240 30,250
30,948 32,426
Non-current-unsecured JERNHR — I IF 8,960 —
39,908 32,426
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19. BANK BORROWINGS (Cont’d) 19. SRITHER(EF)
The bank borrowings comprise of: IRITIBERELE -
Carrying amount
FREE
30June 31 December
2017 2016
—E—+tF T —RF
Effective AA=t+H +=ZA=+—H
interest rate (Unaudited) (Audited)
BRA=R (REEEX) (f&E=%)
HK$’000 HK$’000
FERT FET
Fixed rate borrowings: EIEFEER -
Secured Renminbi bank borrowing* BEMARE 6.77% 708 2,176
RITIEF
Floating-rate borrowing: FENFIRMEFK
Unsecured HK$ bank borrowing EIEETHETER  3.80% 28,000 30,250
Unsecured United States dollars EIEIPEITIRITER
bank borrowing 3.30% 11,200 —
Total bank borrowings IRTTIE BT 39,908 32,426
* The bank borrowing was secured by certain of the Group’s land RITIE AR EE 5K R 1 275

use rights and properties in the wastewater treatment business.

The related receivables under service concession arrangement
amounted to HK$95,605,000 as at 30 June 2017 (31 December 2016:

HK$92,733,000).

ELL ENVIRONMENTAL HOLDINGS LIMITED
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Notes to Condensed Interim Financial Information

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

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

A dividend is expected to be distributed by Rugao Honghao
to Greatcorp International Limited, an indirect wholly-owned
subsidiary of the Company, prior to the completion of the Disposal
(the “Expected Dividend”). The Disposal had not completed as
at the end of the current reporting period. It was announced on
30 June 2017 that the Disposal was expected to complete on 30
September 2017. Upon completion of the Disposal, it is estimated
that the proceeds of the Disposal would approximate the carrying
amount of the net assets after the distribution of the Expected
Dividend. No impairment loss has been recognised on the assets
which were classified as assets held for sale during the period.

20.

1 B mp A B B B R BT RE
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20. ASSETS CLASSIFIED AS HELD FOR SALE/
LIABILITIES ASSOCIATED WITH ASSETS
CLASSIFIED AS HELD FOR SALE (Cont’d)

The major classes of assets and liabilities of Rugao Honghao,
which belongs to the PRC segment, classified as held for sale are

20.

SHERBEHERE HY
HORHHEETERRANA

fR(#)

MREE(BRTAEDE) DES
FEHEEERABENTIRER

as follows: U
30 June 31 December
2017 2016
—E—+tF —E—RF
AA=t+H | tZA=+—H
(Unaudited) (Audited)
(REEZ) (Je®|iz)
HK$’000 HK$’000
FET FET
Property, plant and equipment Y% - BB NEAE 414 418
Receivables under service concession  FRISHEFEZBETH
arrangements JEU FRIB 64,640 70,947
Inventories "E 52 62
Prepayments and other receivables TE I8 & E At FE YRR 292 3,268
Bank balances and cash IRITHEBEIRS 10 3,981
Total assets classified as held for sale D BAFIEHEEERTE 65,408 78,676
Trade payables, accrual and BIENRIE - BT ER
other payables M EA RO 2,485 1,255
Provision for major overhauls ERIRIEEE 1,296 1,258
Deferred tax liabilities RIEFIEEE 7,162 7,335
Total liabilities associated with assets BB ARIELEEE
classified as held for sale FEMa Rz 10,943 9,848

ELL ENVIRONMENTAL HOLDINGS LIMITED
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21. SHARE CAPITAL 21. K&
30 June 31 December
2017 2016
—E—+tF —E—RF
~NA=1+H +=ZA=+—H
(Unaudited) (Audited)
(REER) (JeE%)
HK$’000 HK$’000
THET FHET
Authorised: VERE ¢
3,800,000,000 ordinary shares of 3,800,000,000 & &% &
HK$0.0001 each 0.0001 B LH) E B 380 380
Issued and fully paid: BEETRARE
1,111,000,000 1,111,000,000 i%
(31 December 2016: (ZE—RF
1,111,000,000) +=A=+—8:
ordinary shares of 1,111,000,000 f% ) &%
HK$0.0001 each {8 0.0001 BITH) E AR 111 111
22. CAPITAL COMMITMENTS 22, BEKIRE

The Group had the following significant capital commitments with
respect of service concession arrangements at the end of the

RBEMR > NEBERERAATE
R EZHERNERNER

reporting period: A
30 June 31 December
2017 2016
—E—tHF ZE—RF
AA=+AH | t=ZA=+—8
(Unaudited) (Audited)
(REEEZX) (e ®i%)
HK$’000 HK$’000
FHER FHAT
Contracted, but not provided for EETHME R E - 8,144

BEBRERERAT O
—E— RS ‘
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23.

°®

RELATED PARTY TRANSACTIONS

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

On 11 December 2015, the Group entered into an administrative
services sharing agreement with Dragonfield in connection with
the sharing of administrative services, retrospectively, effective
from 1 July 2015 to 30 June 2018 which supersedes the Sublease
Agreement. The Group was charged for the shared administrative
services, which includes the rent to Dragonfield for the area of the
Office Premises used by the Group, on a cost basis.

The total amounts of rental and shared administrative service
expenses charged to profit or loss during the six months ended 30
June 2017 was HK$1,608,000 (six months ended 30 June 2016:
HK$1,777,000).

There is no amount due to Dragonfield at the end of the reporting
period.
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FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS
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24. &EMTRAMAREMNE

Fair value measurements are categorised into Level 1, 2 or 3 based NABEFERBEAABNEZH

on the degree to which the inputs to the fair value measurements ABBABREE R ASIEY

are observable and the significance of the inputs to the fair value AREFECEBEENSDER

measurement in its entirety, which are described as follows: F— BIRKE=R - FHil
mr

. Level 1 inputs are quoted prices (unadjusted) in active . F—RHABEAETER
markets for identical assets or liabilities that the entity can T2 B A LEIS A HE A
access at the measurement date; BEFBENERMISN

B CRECHE)

. Level 2 inputs are inputs, other than quoted prices included . F_RABBRREE
within Level 1, that are observable for the asset or liability, B EEESNEEAE
either directly or indirectly; and R2BABEB(E-—RAR

FERRERIN) R

o Level 3 inputs are unobservable inputs for the asset or . F-RHABBEREENR
liability. BERNTAIEREAZUE

FAIR VALUE OF THE GROUP’S FINANCIAL ASSETS AND BEFEEDAREHENETSE

FINANCIAL LIABILITIES THAT ARE MEASURED AT FAIR EeMEEREMABRHARE

VALUE ON A RECURRING BASIS

Some of the Group’s financial assets are measured at fair value AEBETEREENSREH

at the end of each reporting period. The following table gives RKUAAREE > TRHIEH

information about how the fair values of these financial assets are N EEZEEREENAAE
determined (in particular, the valuation techniques and inputs used). K& R CRF B2 BT 8 AR (e B Rl
Ko ABUR) -
Fair value Valuation techniques
Financial assets/financial liabilities Fair value as at Hierarchy and key inputs
tREE/SRaRE RUATRSEZARE AREER HERNREIEHAHE
30.06.2017 31.12.2016
—E—+tF —E—RF
AA=TH +ZA=t+—H
1) Listed debt securities classified as Asset Asset Level 1 Quoted market price
available-for-sale investments — HK$10,167,000 — HK$23,383,000 F—#& MHRE
PERIREEREN ETEBES BE BE
-10,167,000 78 7T —23,383,000/8 7T

BERRERARAH
Rt #mE
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24. FAIR VALUE MEASUREMENTS OF FINANCIAL 24.

INSTRUMENTS (Cont’d)

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

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

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

25. APPROVAL OF THE CONDENSED INTERIM 25.

FINANCIAL INFORMATION

The unaudited condensed interim financial information was
approved by the board of directors on 25 August 2017.
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