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RESULTS FOR THE YEAR ENDED FEEENSE

31 DECEMBER 2018

FINANCIAL HIGHLIGHTS FOR THE YEAR ENDED 31 DECEMBER 2018:
BZE2018F 12831 BLEFENHBEE :

For the year ended 31 December 2018, the revenue of the Group amounted to RMB480.1 million,
representing an increase of 153.5% as compared with the year ended 31 December 2017.

HE20184F 12 H31 HIEFE > RAEEMIRA L NR¥480.1 A& T > BWEEE 20174 12 H31 H 1k
AEREHATIN 153.5% ©

For the year ended 31 December 2018, the gross profit of the Group amounted to RMBI124.7
million and the gross profit margin of the Group was 26.0%, representing an increase of 100.8%
and decrease of 6.8 percentage points as compared with the year ended 31 December 2017,
respectively.

HWE2018F12A31IHIEFE > AEBENEF S ANREE1247H 850 MALBER EF KA A
26.0% > A AlEELE 2017 412 H 31 H I FE 1 100.8% MY 6.8 1 47 B -

For the year ended 31 December 2018, the net profit of the Group amounted to RMB57.4 million,
and the net profit margin of the Group was 12.0%, representing an increase of 92.6% and decrease
of 3.8 percentage points as compared with the year ended 31 December 2017 respectively.

HE20184F 12 A3 HIE4FE > AEBEWAR B N R¥S7.4 8 BT > 1AL B 15 R RA A
12.0% > 43 Al # 2017 412 H 31 H IS FEH 1 92.6% A jai 7> 3.8 18 7 4 B o




If excluding the listing expense incurred, the adjusted net profit for the year ended 31 December
2018 was RMB69.7 million, the net profit margin was 14.5%.

A EFE T EAR ETB S » 8 F 201845 12 H 31 H I E R &4 F A NR ¥ 69.7 | B JC > 1M
FF R A £ 14.5% o

For the year ended 31 December 2018, the profit attributable to owners of the Company amounted
to RMB49.8 million, representing an increase of 64.9% as compared with the year ended 31
December 2017.

HAE20184 12 A 31 HIL4FEE » RAAIHEA NEASFIE A NREE49.8 A E T » BE E 2017412 A
31 H IE4FEEEHE N 64.9% o

For the year ended 31 December 2018, the basic earnings per share attributable to owners of the
Company amounted to RMBO0.049, as compared to RMB0.032 for the year ended 31 December
2017.

BWE20184F 12 A31 HILFE > ANFIHA NEALERIEARZ A A ANR¥0.049 T » A ZE 2017 4F
12 A 31 HIEFERI A NR¥0.0327C -

The board (the “Board”) of directors (the BB R EBRERNARA R (TEARD
“Directors”) of Weigang Environmental Technology A EHE LB ARG AEE ) #E
Holding Group Limited (the “Company”, together HESB)Gg([EEE)) KAE AL H
with its subsidiaries collectively referred to as the MR 2018 12 H31 HIEFEM & &
“Group”) is pleased to announce the consolidated SR - R 2017 AR [R] A Y ELHBCHE -
annual results of the Group for the year ended 31

December 2018, together with comparative figures

for the corresponding year of 2017.

In this announcement, “we”, “us” and “our” refer NA S s TFAM ) M T FAM A JF8 AN |] >
to the Company and where the context otherwise MAESCFE T A rig e A 4R ) -
requires, the Group.



CONSOLIDATED STATEMENT OF PROFIT

OR LOSS AND OTHER COMPREHENSIVE

INCOME

For the year ended 31 December 2018

Revenue
Cost of services

Gross profit

Other income, gains and losses
Impairment losses, net of reversal
Administrative expenses
Distribution and selling expenses
Other expenses

Share of results of an associate
Finance costs

Profit before tax
Income tax expense

Profit for the year

Other comprehensive (expense)
income

Items that may be reclassified
subsequently to profit or loss:

Fair value gain on available-for-sale

financial assets

Items that will not be reclassified
to profit or loss:

Fair value gain on equity
instrument at fair value through
other comprehensive income

Income tax relating to items that
will not be reclassified to profit
or loss

Total comprehensive income
for the year

mEBREaRkEMEEERER

B E20184F 12 H 31 H IFFEE
2018 2017
2018 2017 4F
NOTES RMB’000 RMB’000
Krit AREFrxT ARWFFI

A 3 480,091 189,407
R 5 5 A (355,428) (127,303)
EA 124,663 62,104
HAMYCA ~ Ui g M 18 4 8,110 2,372
I (B e 1R (FTBR A [ (716) (767)
1T ELBA 5 (27,854) (11,743)
o788 s B S (951) —
HoAth BA =2 (29,251) (14,474)
JRE A B 25 A SE 1Y) SE 4R — (675)
il AR 5 (6,031) (438)
o A A1) 67,970 36,379
Jr 15 i BH 32 6 (10,559) (6,620)
A A A 7 57,411 29,759
Ha2mE () W
BERE 7] GE E 4 70 2 18 7

HIIEH -
A E S A ERN

75 FeAE (E N 4 — 2,084
NEX s Xt

JHH :
o8 B EEFE N FEAH:

2 T AT 2 ) AR T HL

(128 FeAE (BN 25 (604) —
i N = i T R = B

FIE B A B

Fr A5 F (370) —

(974) 2,084
A A A TR 4 AR RE
56,437 31,843




Profit (loss) for the year
attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income
(expense) for the year
attributable to:

Owners of the Company
Non-controlling interests

Earnings per share
— Basic (RMB)

— Diluted (RMB)

AR 4% 77 B AL 4F T R
(1)
Z/AEE7 XS PN
I 2 RO 4

PATR 457 FEAG 4F 1
2T R (B S2)
A

EN/NSTE XS PN

I FE U 4

LA
— A (NRHIT)

— HE (AR T)

2018 2017

2018 F 2017 4F

NOTES RMB’000 RMB’000
Mit AER%Fir AREFIT
49,799 30,195

7,612 (436)

57,411 29,759

48,825 32,279

7,612 (436)

56,437 31,843

8 0.049 0.032
8 0.048 0.032




CONSOLIDATED STATEMENT OF FINANCIAL AR 3R

POSITION
For the year ended 31 December 2018 #E20184F 12 H 31 H IFFEF
2018 2017
2018 £F 2017 4F
NOTES RMB’000 RMB’ 000

NON-CURRENT ASSETS

Property, plant and equipment

Intangible assets

Investment in an associate

Available-for-sale investment

Equity instrument at fair value
through other comprehensive
income

Deposits for acquisition of
property, plant and equipment

Pledged bank deposits

Deferred tax assets

CURRENT ASSETS

Inventories

Trade and note receivables

Deposits, prepayments and other
receivables

Contract assets

Pledged bank deposits

Bank balances and cash

CURRENT LIABILITIES

Trade payables

Other payables and accrued
expenses

Contract liabilities

Amounts due to shareholders

Amounts due to a related party

Income tax payable

Bank borrowings

Wit AREFT ARWKTT

FREEE
Y~ s Kkt 23,531 9,618
WG = 16,683 93
R E S EN R E — 5,539
Al — 3,584
s B EF R
wh A H A 2 T 0k 4
H A T EL 2,980 —
W EWE ~ B s M sty
1 ¥% 4 5,463 4,551
KSR AT A7 3K 17,467 —
% JE B THE i 2,792 1,476
68,916 24,861
RBEE
ety 1,983 22
o ECRIA S EWCERE 10 142,835 57,783
P ~ FEATEIE I
A Wik IE 29,146 23,181
GHRIEE 11 176,973 69,372
C AP ERAT A K 26,445 8,888
SRATH R S Bl 23,437 68,946
400,819 228,192
REEE
B 5 BEAT 3K IH 12 84,074 32,870
JHCAth JE ASF K IE B
JEFHBE 2 39,778 9,514
GHAE 11 72,885 67,779
JEEAST S SRk IA — 93,994
JREAST B B T 3k IH — 2,524
JRE 4 T 157 3,807 675
AT K 10,000 1,000
210,544 208,356




NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Bank borrowings
Obligation arising from a

put option

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

Equity attributable to owners
of the Company
Non-controlling interests

TOTAL EQUITY

REBEEFE

8E

FRBERE
HRAT IR K

A T ST I A 1

AL

BEERE

BEXNK#EE
Je A
it e

EN/NSIE ZE PN 2

2
12 I HE 4

AR

2018 2017
2018 & 2017 4F
RMB’000 RMB’000
ANE¥Fr ANREWETFT
190,275 19,836
259,191 44,697

— 10,000

99,901 —
99,901 10,000
159,290 34,697
41,413 —
90,657 35,133
132,070 35,133
27,220 (436)
159,290 34,697




NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
For the year ended 31 December 2018

1. GENERAL

The Company was incorporated in the Cayman
Islands on 18 May 2017 as an exempted company
with limited liability under the Companies Law
of the Cayman Islands. The immediate holding
company and the ultimate holding company
of the Company are Weigang Technology
Limited (“Weigang Technology”) and Weigang
Green Technology Limited (“Weigang Green”),
respectively, both of which were incorporated
in British Virgin Island (“BVI”) and are wholly
owned by Mr. Cai Zhuhua (“Mr. Cai”), the ultimate
controlling shareholder of the Group, who is
also the chairman and executive director of the
Company. The shares of the Company had been
listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) on
3 January 2019 (the “Listing”).

The address of the registered office of the Company
is Cayman Corporate Centre, 27 Hospital Road,
George Town, Grand Cayman, KY1-9008 Cayman
Islands and the address of principal place of
business of the Company is Unit 3507, 35/F, AIA
Tower, 183 Electric Road, North Point, Hong Kong.

The consolidated financial statements are presented
in Renminbi (“RMB”), which is also the functional
currency of the Company.

2. APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)

New and Amendments to IFRSs that are
mandatorily effective for the current year

The Group has applied the following new and
amendments to IFRSs issued by the International
Accounting Standard Board (“IASB”) for the first
time in the current year:

IFRS 9 Financial Instruments

[FRIC 22 Foreign Currency Transactions and
Advance Consideration

Amendments to [FRS 2 Classification and Measurement of
Share-based Payment Transactions

Amendments to IFRS 4 Applying IFRS 9 Financial Instruments
with [FRS 4 Insurance Contracts

Amendments to IAS 28 As part of the Annual Improvements
to IFRSs 2014 - 2016 Cycle

Amendments to IAS 40 Transfers of Investment Property
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In addition, the Group has already applied IFRS 15
“Revenue from Contracts with Customers” and the
related Amendments which is effective for annual
period on or after 1 January 2018, throughout the
year ended 31 December 2017.

New and amendments to IFRSs issued but not yet
effective

The Group has not early applied the following new
and amendments to IFRSs that have been issued but
not yet effective.

IFRS 16 Leases'

IFRS 17 Insurance Contract’

[FRIC 23 Uncertainty over Income Tax
Treatments'

Amendments to Definition of Business’
IFRS 3

Amendments to Prepayment Features with Negative
IFRS 9 Compensation'

Amendments to Sale or Contribution of Assets between
IFRS 10 and IAS 28 an Investor and its Associate or Joint

Venture’
Amendments to IAS 1 Definition of Material’

and IAS 8

Amendments to Plan Amendment, Curtailment or
IAS 19 Settlement'
Amendments to Long-term Interests in Associates and
IAS 28 Joint Ventures'
Amendments to [FRSs  Annual Improvements to IFRS
Standards 2015 - 2017 Cycle'

Effective for annual periods beginning on or
after 1 January 2019

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

Effective for annual periods beginning on or
after 1 January 2021

Effective for business combination and asset
acquisitions for which the acquisition date is
on or after the beginning of the first annual
period beginning on or after 1 January 2020
Effective for annual periods beginning on or
after 1 January 2020

Except for IFRS 16, the directors of the Company
anticipate that the application of other new and
amendments to IFRSs will have no material impact
on the Group’s consolidated financial statements in
the foreseecable future.
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REVENUE AND SEGMENT INFORMATION 3.

Revenue represents the fair value of amounts
received and receivable from the provision of
comprehensive solid waste incineration turnkey
solutions focused on the research, design,
integration and commissioning of solid waste
systems by the Group to external customers in
the PRC. The Group’s revenue is derived from
providing i) hazardous waste incineration solutions,
ii) pyrolysis solid waste treatment solutions, iii) oil
sludge thermal desorption treatment services, iv)
technical upgrading services, and v) maintenance
services in the PRC. For the purposes of resources
allocation and performance assessment, the
executive directors of the Company, being the
chief operating decision maker (“CODM”), review
the financial performance of the Group as a whole
prepared based on the same accounting policies.
Accordingly, the Group has only one single
operating segment and no further discrete financial
information nor analysis of this single segment is
presented.

Revenue from major services

The following is an analysis of the Group’s revenue
from its major services:

Recognised over time & I [ e

Hazardous waste incineration e B 8% ) % A i L i
solutions GRS

Pyrolysis solid waste treatment e S 24 i [ R ) i
solutions fift P %

Oil sludge thermal desorption treatment jH g 24 i B iz 3 5% it
facility operating service L IR

Technical upgrading services 3l T 4% A 455

Maintenance services AR N 5

WA R EBER

W A8 AN 45 3] 1] B ) A0 R % SR Ak
T B B R SR E ~ wR AR R
Kk 0 4 A I R W 6 B i R
W% SR S BEGRIE I A R EAE -
A WA SR B A B A R AR )
e e R ) % JR R P TR s i) R AR
it 5] BE W) B B R P O % i) T U B
JId B B AR TS 5 iv) B0 THAR RS 5 K v)
HEEMRES - W& IR 43 i DA B 3R B R AL
oA A ATES (B F EEE PR
F) AR S FHEOR > DIASE EE B
B IS R B o R » ANEEEH H A —
{18 25 3 43 5 DA S MR JHE R % B — 0 3 2
e Ho At 8 ST B S B R T o

ERRBEA

T R B A 4 A 13 S A
2T

2018 2017
2018 F 2017 4F
RMB’000 RMB 000

AREFT ANRHT T

444,771 176,141
4,064 —
10,745 —
11,092 11,445
9,419 1,821
480,091 189,407




Major customers

Revenue from customers of the corresponding years
contributing over 10% of the total revenue of the
Group are as follows:

Customer A (Note i) ®E A (Mfati)
Customer B %F B
Customer C ®FEC
Customer D %FD

Notes:

()

(i1)

(iii)

Customer A represented groups of subsidiaries
under common control of an entity. Revenue
from subsidiaries under Customer A during
the year ended 31 December 2018 and 2017
contributed over 10% of the total revenue of
the Group are as below:

Subsidiary A Bt &g 2>\ A
Subsidiary B

Contributed less than 10% of the Group’s
total revenue for the year ended 31 December
2018.

No revenue attributed from the respective
customers for the year ended 31 December
2017.

Geographical information

The Group primarily operates in the PRC.
Substantially all of the Group’s non-current assets,
excluding financial instruments and deferred tax
assets, are located in the PRC, and revenue of the
Group is generated from customers located in the

PRC.

10 —

FEERF

TP A R A 5 A A B B AR R A 10% DA
ERFEFWRALT

2018 2017
2018 FF 2017 4F
RMB’000 RMB 000
AR¥TFT N T C
187,162 135,139

N/A (note ii)
TEH (Mt ii) 29,302

N/A (note ii)
B (Mt ii) 19,110

N/A (note iii)
72,155 N (B AE )

MGt -

() & AR —F#EICFE 2
— AL B S T o R £ 2018 4F K
20174E 12 A 31 H 1-4E B AE A 4 [
HUTA10% LA ERIE T AT [ E

YNCIPA LGN N
2018 2017
2018 F 2017 4F
RMB’000 RMB’000
AR FT N BT Ir

N/A (Note ii)
TER (M7t i) 77,863

N/A (Note ii)
TEH (it ii) 32,056

(i) A E20184F 12 A 31 H ILFFEAG
ALE B LA FE BN 2 10% ©

(i) AEE 2017412 431 H IEFEH
Eia/ S R A D N
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FEMBIERBEE (AT 2/ TR K&
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OTHER INCOME, GAINS AND LOSSES 4.

Bank interest income
Government grants (Note a)
Indemnity Compensation (Note b)

Other income

Net foreign exchange gains
Gain on deregistration of investment
in an associate

Other gains and losses

Note:

HA » WEREE

2018 2017

2018 F 2017 4F

RMB’000 RMB 000

AR FT NR¥For

SRATAE U A 375 128

WO B (Mt iFa) 722 2,132

EATEEE (M7t b) 3,758 —

HAb g A 4,855 2,260

AN ETREE 3,158 112
SESH I S ERE 2 g

97 —

HAth i £5 M s 18 3,255 112

8,110 2,372

(a)

(b)

Government grants represented immediate
financial support granted by the local
governments. There were no specific
conditions attached to the grants and the
amounts were recognised in profit or loss
upon the receipt of relevant cash.

Indemnity compensation represented the
compensation paid by a counterparty for its
default of contract in relation to a hazardous
waste incineration project in Suzhou which
was terminated during the year ended 31

(a) BN A B 2 M BUR 45T 10 B IR B
B3y o WHB AR E R > H
SRRV WSO AR B R 4 IR A 4R 45 e

N
Ao o

(b)  EATEHE TS B F il 2 A B A%
ME fE Y SRR EHE A48
AT EHAE - BB A A EJ‘%%&E%
20164F 12 A 31 HIFEE# I

December 2016.

FINANCE COSTS

Interest on bank borrowings
Interest on obligation arising from
a put option

Total

5. BERAX
2018 2017
2018 & 2017 4
RMB’000 RMB 000
AR¥FT NRBEFoC
AT A E 574 438
H%%Fﬁﬁifé& £5]
ﬂ% 5,457 —
Gt 6,031 438




INCOME TAX EXPENSE

The income tax expense (credit)
comprises:

P 45854 B 52 (4 [a])

FrEBiMx

(ELOE

PRC Enterprise Income Tax (“EIT”): B A 2E 1S B (T A SEPT 1S

i 1)
— Current tax
— Overprovision in prior year

Deferred tax % S Fi TE

The Company and its subsidiaries, namely Weigang
Environment Limited (“Weigang Environment”)
and Jade Far Investment Limited (“Jade Far”),
were incorporated in the Cayman Islands and BVI,
respectively. All these entities did not have tax
assessable profit in Cayman Islands, BVI or other
jurisdiction in both years.

No provision for Hong Kong profits tax has been
recognised in the consolidated financial statements
in both years as the Group does not have income
which arose in, or derived from Hong Kong.

Pursuant to the Enterprise Income Tax Law
(the “EIT Law”) effective on 1 January, 2008,
Guangzhou Weigang Environment Protection
Technology Limited (“Guangzhou Weigang”)
obtained a “High and New Technology Enterprise”
(the “HNTE”) in 2016 which Guangzhou Weigang
was entitled to a preferential tax rate of 15% from
2016 to 2018 and eligible for renewal every three
years.

The applicable tax rate of other PRC subsidiaries of

the Company was 25% (2017: 25%) during the year
ended 31 December 2018.

—ERLE
A I R A

2018 2017
2018 F 2017 4F
RMB’000 RMB 000
AR FT NR¥For
12,737 7,258
(492) —

12,245 7,258
(1,686) (638)
10,559 6,620

AN R e KL Ja % ] (R4 o BR 05 A PR
A (THE BRI |) RN E A PR 7
([N 1)) 73 A B e 1 I S 2 Jag Mg
HES REMRGL o W2 AFE - A 5%
T AE B 2 R I~ AR A T I
it 3 A (i 3% S PR SR B A o

F S A 45 ST R 45 H A s RO U > (L
JR XA AR JEE o TR 2 IV 4R AR R il
i 7 v M A 3 A -

M2 20084F 1 A 1 H AR 2E T 1588
) BENAER IR AR A PR A&l (& M
HEVES 1) A 2016 A M8 582 Sy [ B F 0 A
2| WAE2016 4 £ 2018 F M = % 15%
F R R > = -

A E20184F 12 H31 H IEFEE - AN
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(2017 4 : 25%)



PROFIT FOR THE YEAR

7. FERFE

2018 2017
2018 F 2017 4F
RMB’000 RMB’ 000
AR¥Fr AR BT
Profit for the year has been arrived HIBR (FEA) T 51 % A& 10 4FE N
at after charging (crediting): FIE
Staff costs (including directors’ B THA (G453 )
emoluments)
Directors’ remuneration T 55 5 1,527 1,029
Other staff: HAth & T -
— Salaries and other benefits — 4 B At AR 23,317 11,845
— Bonus — fLAL 2,397 2,051
— Contributions to retirement — IBRAE R E B AL 3K
benefits scheme 2,261 846
— Share-based payment expenses — DA 2 BB Y A5 B 52 1,954 —
Total staff costs ME T A 31,456 15,771
Auditors’ remuneration A% B 36 T 1,810 49
Research and development costs WFEE LA (BT A AR B 32) *
(included in other expenses)* 16,799 8,150
Listing expenses (included in other T BH S (R AHA B 52
expenses) 12,270 6,323
Depreciation of property, plant and S ERN )G
equipment 1,726 397
Amortisation of intangible assets WY £ 413 34
Allowance for (reversal of allowance & %) IS ERIE & JRE g 224
for) impairment of trade and note A T A (48 A A (] )
receivables (1,174) 584
Allowance for impairment of B H) G E W AE R
contract assets 2,073 —
Impairment (reversed) loss on advance Hi ] {3 B P A/ ) f1%) 4 3K A5 B 1)
to a supplier (3 ) Yok {1 s 12 (183) 183
Minimum lease payment in respect e 35 B ) B A AR B A5F 3k
of office premises 2,528 1,970

Amount included staff costs of approximately *
RMB7,238,000 (2017: RMB5,590,000),

and material and other related costs of
approximately RMB9,561,000 (2017:
RMB2,560,000) for the year ended 31

December 2018.

RO EE AR 20184E 12 A 31 H Ik
R B TR £\ B % 7.238,000
JE(20174F + N R 5,590,000 T )
DL K b Rk B oAt AH B RS AR 29 N R
#9.561,000 7T (20174 © A R ¥
2,560,000 JC) °
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EARNINGS PER SHARE

The calculation of the basic and diluted earnings

BREF
AN TR AT NG A S R A I 4 v 2 )

per share attributable to the owners of the Company I EFE TSI T 5 #dE
is based on the following data:
2018 2017
2018 F 2017 4F
RMB’000 RMB’000
ARETFTT ANRWT T
Earnings &
Earnings for the purpose of calculating i LAt 5 & BEFE A K7 # H
basic and diluted per share (profit for  AJZF| (AN FHEA A
the year attributable to the owners of  MEAL4F A F13H)
the Company) 49,799 30,195
Number of shares JBe 1y B
Number of shares for the purpose of i LLFH&E & B FA L FAY
calculating basic earnings per share % A5 B 1,013,854,480 943,906,118
Effect of dilutive potential ordinary 0 VB A A R )
shares:
Share options i 15 E 29,274,881 12,431,809
Number of shares for the purpose of  F LAFT55 4 I 21 1) 19
calculating diluted earnings per share B &i&E 1,043,129,361 956,337,927

The number of ordinary shares for the purpose
of calculating basic earnings per share has been
determined on the assumption that the group
reorganisation, share consolidation and the
bonus element of the shares issued for the loan
capitalisation as detailed in the section headed
“History, Reorganisation and Group Structure” to the
prospectus had been effective on 1 January 2017.

In addition, the computation of diluted earnings
per share during the year ended 31 December
2018 does not assume the exercise of put option
by the non-controlling shareholder of a subsidiary
as the exercise of the put option would result
in an increase of earnings per share for the year
ended 31 December 2018. The computation of
diluted earnings per share during the year ended 31
December 2018 and 2017 has adjusted to reflect the
effect of the exercise of all dilutive share options.

DIVIDENDS
No dividend has been paid or declared by the
Company since its incorporation, nor has any

dividend been proposed since the end of the year
ended 31 December 2018.
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10. TRADE AND NOTE RECEIVABLES 10. ESREWFERERERE

As at As at
31 December 31 December
2018 2017
2018 F 2017 4F
12A31H 12H31H
RMB’000 RMB’000
AR¥EFTT ANRWET T
Trade receivables B 5y FES R IA 130,252 53,795
Less: allowance for impairment W A E T (3,148) (4,322)
127,104 49,473
Note receivables JRE S 2R 15 15,731 8,310
Total trade and note receivables & T IS R T T R A TE 4 A RE 142,835 57,783
The Group allows a credit year ranging from 0 to AEBME S EFERT0E42 HIEE
42 days to its trade customers. AEHY o
The following is an aged analysis of trade TCHEA Y S W ERIE (BB A A T
receivables net of allowance for impairment at AT HE B A R B R B Bt
the end of the reporting period presented based B 7 WRAE ) I BEBS 20HT o
on payment schedule or invoice date stated in the
contracts.
2018 2017
2018 F 2017 4
RMB’000 RMB’000
AREFTT A RIFTIT
0 - 90 days 0290 H 96,892 30,522
91 - 180 days 91 £ 180 H 19,213 17,380
181 - 365 days 181 2365 H 6,759 648
Over 365 days 365 HLL | 4,240 923
127,104 49,473
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Aging of trade receivables which are past due but
not impaired:

0 - 90 days 0%90H
91 - 180 days 91 £ 180 H
181 - 365 days 181 £ 365 H
Over 365 days 365 HU E

As at 31 December 2017, included in the Group’s
trade receivable balances are debtors with aggregate
carrying amount of RMB49,473,000 which are past
due at the reporting period for which the Group
has not provided for impairment loss as the Group
considers such balances have been substantially
settled subsequent to the end of the respective
reporting period or there were no historical default
of payments by the respective customers. The Group
does not hold any collateral over these balances.

Note receivables are bank acceptance notes and
the average aging is with 30 to 90 day based on
the issuance date, which management believes that
no impairment allowance is necessary as there
is no significant change in credit quality and the
balances are considered fully recoverable. As at 31
December 2018, all the amounts of note receivable
were endorsed to settle trade payables and not
derecognised until the maturity date of the notes. As
at 31 December 2017, an amount of RMB5,530,000
was endorsed to settle trade payables and an amount
of RMB1,000,000 was discounted to bank, which
were not derecognised until the maturity date of the
endorsed and discounted notes.

The management of the Group considers the note
receivables are issued by the banks with high credit
rating and the probability of default is low.

Movement in the allowance for impairment for trade
receivables:

Balance at the beginning of the year 5515%)3

Impairment losses (reversed) recognised (##7]) E'Jﬁﬁ SRIEN ZEi=|

Balance at the end of year FEAREE R
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ﬂﬂﬁﬁﬁ{ﬁ 5L 1Y) 52 oy B SRR L ) R B
nr

2017
2017 4
RMB’000
N R T oC

30,522
17,380
648
923

Gl
>
Bt
i
i)
So
o
ST
@%
5:’@

o
=
3
=

2017412 A 315@4&&%%&6’1 )
£y N R #49,473,000 7T %Z*klﬁﬁéi&%
W A ZIS%@JH%EMM’EHijEs
B > DR A S [ 50 5 A B A5 R KR oy
B A 5 i R A% 45 %’Jzﬁlﬁﬂ“éﬁ%@?i
S 48R KR B o AN 4R [N A X S A R
SR AR CIEEL LN

-

JE WS EE 5 B SR AT R SR > HOE R 84T
HEHE’J?%E&@%Z%O%%E B E
A HNME I E B E K KL E
45RO R B v B Bk e > Eﬁzﬂ\uz\%{’ﬁﬂj
W (E B - A 20184F 12 A 31 El B
EHT A BICEEN 2 Iﬁuz‘k{ EJW?H
IE E@ﬂfﬁ%ﬂﬁ;ﬁﬁi , 1FFERR -
R20174E12A31H EBFE—F AR
¥ 5,530,000 JT 1Y FXTE DA & ﬁiéi%ﬁﬁﬁfk
TH > i — %AE%]OOOOOOJEEI’J%‘“—J’UEE
G T ARAT o 12 1 o B B )
Hjﬁﬂ%%mﬁé—ﬂo

A A5 B 4 E 5 A
A fE 854 &i ’Jﬂﬁ%ﬁiﬁ 1% ) SR AT
T LAEEAT o

5 REWCGI R (L 2 52 )

2018 2017
2018 & 2017 4F
RMB’000 RMB 000
ANE¥For ANRWFor
4,322 3,738
(1,174) 584
3,148 4,322




Included in the balance of allowance for impairment
are individually impaired trade receivables with
an aggregate balance of RMB3,148,000 and
RMB4,322,000 as at 31 December 2018 and
2017, respectively, with reference to the historical
experience of these receivables, the collection of
these receivables may not be recoverable. During
the year ended 31 December 2018, RMB3,680,000
impairment loss brought forward from 31 December
2017 was reversed as the balances were fully settled
by respective debtors, additional RMB2,506,000
impairment loss was recognised for individually
impaired trade receivables. The Group does not hold
any collateral over these balances.

Upon the adoption of IFRS 9 on 1 January 2018,
the Group applies the IFRS 9 simplified approach to
measure expected credit losses (“ECL”) which uses
a lifetime ECL model. Trade receivables have been
assesses individually based on each customer’s credit
risk characteristics and the historical observed default
rates adjusted by forward looking estimates. The
contract assets relate to unbilled work in progress
and have substantially the same risk characteristics as
the trade receivables for the same types of contracts.
The Group has therefore estimated the expected loss
rates for the trade receivables and contract assets on
the same basis.

The estimated loss rates, which ranged from
0.1% to 19.5% for those not credit-impaired
trade receivables and contract assets and was
100% for those credit-impaired trade receivables
and contract assets, are estimated based on the
exposure to default of each customer, payment
history of the customer, the existing relationship
with the customer and study on corporate default
and recovery data from international credit-
rating agencies including Moody’s and Standard
and Poor’s, and are adjusted for forward-looking
information (for example, the macroeconomic
factors affecting the industry and the impact that
may result in customer ability to make payments)
that is available without undue cost or effort.
Such forward-looking information is used by the
management of the Group to assess both the current
as well as the forecast direction of conditions at the
reporting dates. The Group rebutted the presumption
of default under ECL mode for trade receivables
over 90 days past due based on the good repayment
records for those customers and continuous business
with the Group.
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11.

CONTRACT ASSETS/LIABILITIES

Contract assets BHEE
Contract liabilities GHRIAE

As at 31 December 2018 and 2017, contract assets
include retention receivables of approximately
RMB 9,209,000 and RMB9,427,000, respectively,
were held by customers under contracts as set out
below. The Group generally provide their customers
with one to two years warranty period. Upon
the expiration of retention period, if the relevant
hazardous wastage processing plant has met the
requirements in the contract, the customers provides
a final inspection and acceptance certificate and
pay the retention within the term specified in the
contract.

As at 31 December 2018 and 2017, the allowance
for impairment of contract assets is approximately
RMB3,923,000 and RMB1,845,000, respectively.

The changes in contract assets and liabilities are
due to i) adjustments arising from changes in the
measure of progress of contracting work, or ii)
reclassification to trade receivables when the Group
has unconditional right to the consideration.

All the contract liabilities are expected to be
recognised as revenue in the following year.

Upon the adoption of IFRS 9 on 1 January 2018,
the contract assets are subject to ECL assessment
same as the trade and note receivables as detailed in
Note 10.

During the year ended 31 December 2018, the
lifetime ECL allowance for contract assets
amounting to RMB2,073,000 (2017: nil) is
recognised in profit or loss.
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BREE &fE

2018 2017
2018 F 2017 4F
RMB’000 RMB 000
AR FT NR¥For
176,973 69,372
72,885 67,779

20184 KX 20174F12 H31H > B4 %&
EE FP A A AR B A 40 AR5 9,209,000
T N #9,427,000 T o 7% %5 EW R B
SRR rak o AR [ — i RS
PR — = WAE R BT o PR B A E T
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KPS ESR > B S HE AT e 4R A% B D 1R
BB A% B E > HN S HHE IR
N AR B 4 e

20184 K 20174E12 H31H » 4%
T2 Yl (L9380 Al 4 s N LK 3,923,000 JT
M N W 1,845,000 7C ©
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A20184F 1 H 1 H £ A1 B B 5 o e
HIVEE 9 5f4% > A EE X NG B
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HE2018F 12 A3 HIEEE >, AR
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12.

TRADE PAYABLES

The table below sets forth, as at the end of reporting
periods indicated, the aging analysis of the trade

payables:

0 - 90 days

91 - 180 days

181 - 365 days
Over 365 days

0490 H

91 180 H
181 £ 365 H
365 HLL E

There is no specific credit period granted on

purchase of goods and services.
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TE MRS AT -
As at As at
31 December 31 December
2018 2017
A2018 F 2017 4
12H31H8 12H31H
RMB’000 RMB’000
ARMFT NREFoT
80,692 30,729
952 824
2,271 16
159 1,301
84,074 32,870
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Group is a leading comprehensive
hazardous waste incineration turnkey solution
provider in China focused on the research,
design, integration and commissioning of
solid waste treatment systems, particularly
for hazardous waste incineration. Leveraging
its experience and expertise in hazardous
waste incineration, the Group has expanded
its offerings to other areas of solid waste
treatment, such as thermal desorption of oil
sludge, pyrolysis treatment of solid waste and
cement plant parallel kiln co-treatment. The
Group conduct research and development of
technologies related to these new areas and
have successfully applied some of them to its
new solid waste treatment projects.

In 2018, the Group primarily engaged in and
generated a substantial portion of the revenue
from the design, integration and commissioning
of hazardous waste incineration systems in
China.

Provision of Hazardous Waste Incineration
Solutions

Before 2018, the Group has 7 completed
hazardous waste incineration projects with
aggregate designed disposal capacity of
110,000 tonnes per annum which were
passed to the Group’s customers in normal
operation. In 2018, the Group completed 5
more hazardous waste incineration projects
which located in Hebei, Guangdong and Jiangxi
with an aggregate designed disposal capacity
of approximately 105,000 tonnes per annum.
As at 31 December 2018, the Group took
17 outstanding hazardous waste incineration
projects on hand, covering 17 cities in China
with an aggregate designed disposal capacity
of approximately 436,000 tonnes per annum.
The table below sets out the summary of the
completed hazardous waste incineration projects
in 2018 and the outstanding hazardous waste
incineration projects as at 31 December 2018:
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Completed hazardous waste incineration
projects in 2018:

No.

L

Project

5H

Hebei Hengshui hazardous waste incineration
project

Solid Waste Comprehensive Treatment Centre
of Qingyuan Overseas Chinese Industrial Park
hazardous waste incineration project

Fujian Quanzhou hazardous waste incineration
project

Jiujiang hazardous waste incineration project

Fujian Nanping hazardous waste incineration
project

Total

Completed project is defined as which the
system functionality evaluation is completed.

A 2018 4F 38 T 1) 15 By JB% W) o5 5 i
JEH
Designed
Disposal/
Treatment
Capacity
(tonnes per annum)
RETEE/ BB
(W, %)
AL A 7K fE B8 B A 0 B TE 20,000
EEERLEREBEDGS 20,000
i B f R AR BEIE EIR B
TRERMN GRS R B I H 20,000
JUILfE R 3 B i B IR B 20,000
TR T E R R B 25,000
&t 105,000

Outstanding hazardous waste incineration
projects as at 31 December 2018:

No.

ki

O o0 3 O\ D»n

Project
HE

Shandong Weifang hazardous waste incineration
project

Taixing Economic Development Zone hazardous
waste Incineration project

Jiangxi Ganzhou hazardous waste incineration
project

Shanghai hazardous waste incineration project

Yantai hazardous waste incineration project

Nantong hazardous waste incineration project

Xiamen hazardous waste incineration project

Shaoxing hazardous waste incineration project

Suzhou Industrial Park solid waste comprehensive
treatment project

* E % T JH H 38 5 75 R A RETE
A H9IE H -

20184512 A 31 H i & 58 LI fa B
FEV)BEBEIE BIHE -

Designed

Disposal/

Treatment

Capacity

(tonnes per annum)

RETEE/ BB

(/%)

Ly SR B 1 e o 4 3 02 ik R 50,000

LR 2% LR 7 B 8 1 A B R ) 30,000
B I H

VLV 8 M f B o B pE B IR B 20,000

L fERE R EIRE 25,000

1B & fo BE A Be g B IR H 30,000

P fE RS S IR H 25,000

I M i g 4 e R B JH H 20,000

AR LA B A B R B T H 20,000

RN T R RS f 4 A IR IR H 30,000



No.

%

10
11

12
13
14
15

16
17

(V)

(i)

Project
HE

Fuzhou hazardous waste incineration project

Hubei Yaojiagang industrial waste treatment and
utilisation project [

Hebei Tangshan Caofeidian hazardous waste
incineration project

Sichuan Chengdu hazardous waste incineration
project Il

Jiangsu Nanjing hazardous waste incineration
project

Foshan hazardous waste incineration project

Dongguan hazardous wasteincineration project

Henan Puyang hazardous waste incineration project

Total

Designed

General increase in market demand

There was a general increase in market
demand driven by various factors such as
the increasing hazardous waste suitable
for incineration, the increasing number of
centralised incineration facilities as well
as favourable government policy support.

Increased customer recognition

The Group has been focusing on
hazardous waste incineration treatment
solutions to the facility operators and
other customers with large solid waste
output and environmental compliance
needs. With many years of experience,
the Group has gradually accumulated an
extensive knowledge pool and has built its
brand recognition among hazardous waste
treatment facility operators in China. The
increased customer recognition facilitates
the Group’s exploration of new customers
and it is able to obtain more projects
through customers’ referral.

Disposal/

Treatment

Capacity
(tonnes per annum)

RIEE/RERES

(/%)

N A P i L R 20,000
WALk R s T2 R I 30,000

ERALIEH — ]
AL B L) e o e R ) A A 20,000
& B H
P9 )1 RS B R i o — 30 30,000
TLRRPE M B ) S iR B JE 21,000
1L o 2 TE 30,000
WL fE s e e IR B I H 20,000
] e ¥ I R O 2R TR H 15,000
gt 436,000
(i) THEERERIER

T35 7% oK 52 4% T R & 4 8 i 32

BE = > g R R R Y 1S B

JE W B N~ AR R AR R R e

BN K BUR A R SRE o
(ii) FFERUEEH

AS A B — B R R Ay e
L B AR R (RS A
L BR 85 A B SR B HoAth % 5 4
k& B % W B8 R iR B AR R T7
Ko BELZELR  ALEC
170 B8 BBz W AR - I AR
Hh I e B B ) i L e 2 A 7
o S B AN B i RN 4 T e
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Provision of Oil Sludge Thermal Desorption
Solution

In the 4th quarter of 2018, the first thermal
desorption project of the Group which located
in Karamay, Xinjiang, has already commenced
operation and generated revenue amounted to
RMB10.7 million.

Provision of Pyrolysis Treatment of Solid
Waste Solution

In 2018, we had entered into a service contract
with a paper manufacturer in Shandong
province for the commissioning and operation
of waste paper residues pyrolysis project with
designed disposal capacity of approximately
15,000 tonnes per annum. Up to 26 March
2019, this project is in the process of
environmental assessment and expected to
commence operation in 2019.

We also entered into a contract with a waste
new energy batteries recycling company in
Hunan province for the design, integration and
commissioning of waste new energy batteries
pyrolysis project with designed disposal
capacity of approximately 14,000 tonnes per
annum. The contract amount is RMB27.0
million and up to 26 March 2019, this project
is in the process of solution design.

Provision of Cement Plant Co-treatment of
Hazardous Waste Solution

In 2018, we had entered into a letter of intent
with the cement producer and we were in the
process of negotiating the commercial terms
with this cement producer for the Co-treatment
Cooperation.
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II.

FINANCIAL POSITION AND OPERATING
RESULTS

The overall operating results of the Group for
2018 has grown substantially as compared
with 2017; and the financial conditions of
the Group for 2018 maintained steady which
strongly supported the Group’s strategic
development. The operating revenue increased
significantly as the Group successfully seized
strategic opportunities under the enhanced
environmental management in the PRC. After
deduction of the effects from decrease in
gross profit margin rate, the profit increased
substantially as compared to that of 2017. The
Group continued to low asset-liability ratio and
maintain sufficient cash resource to lay a solid
foundation for the Group’s development. The
Group also successfully tapped into new areas
of thermal desorption of oil sludge, pyrolysis
treatment of solid waste and cement plant
parallel kiln co-treatment.

Revenue

Revenue increased by 153.5% from RMB189.4
million for the year ended 31 December
2017 to RMB480.1 million for the year
ended 31 December 2018. This increase was
mainly attributable to the rapid growth of
our hazardous waste incineration treatment
business.

The Group derived the majority of its revenue
from provision of hazardous waste incineration
solutions and the remainder from provision
of oil sludge thermal desorption solution,
pyrolysis solid waste treatment solutions and
other services including technical upgrading
and maintenance services.
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Revenue from hazardous waste incineration
solutions increased by 152.6% from RMB176.1
million for the year ended 31 December 2017
to RMB444.8 million for the year ended 31
December 2018. This increase was mainly
driven by a combination of favourable factors
below:

(i) General increase in market demand

According to Frost & Sullivan, the
total revenue of solution providers for
large-scale centralized hazardous waste
incineration facilities in China increased
at a CAGR of 42.3% from 2013 to 2017,
and is expected to increase from 2018
to 2022 at a CAGR of 7.7% and achieve
RMB1,688 million in 2022.

(ii) Increased customer recognition

As at 31 December 2018, the Group had
business relationships with five of the
ten largest centralized hazardous waste
treatment facility operators in China and
established stable partnership relationship
with them. Benefit from the Group’s
outstanding industry reputation, the Group
won 4 new customers in 2018.

The Group’s revenue generated from the
provision of oil sludge thermal desorption
solution for the year ended 31 December 2018
amounted to RMB10.7 million (2017: nil),
which were attributable to the Group’s first oil
sludge thermal desorption project commenced
operation in 2018.

The Group recognized revenue from the
provision of pyrolysis treatment of solid waste
solution amounted to RMB4.1 million (2017:
nil) due to the Jiangmen project progress in
2018.
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Revenue from other services (including
technical upgrading services and maintenance
services) increased by 55.3% from RMB13.2
million for the year ended 31 December 2017
to RMB20.5 million for the year ended 31
December 2018. This increase was attributable
to the customer demand for maintenance of
hazardous waste incineration projects increase,
which is in line with the Group’s expansion in
hazardous waste incineration business.

Cost of Services

Cost of services increased by 179.2% from
RMBI127.3 million for the year ended 31
December 2017 to RMB355.4 million for the
year ended 31 December 2018. This increase
was mainly attributable to the increase in cost
of services for the Group’s hazardous waste
incineration treatment business.

Cost of services for the Group’s hazardous
waste incineration treatment business consists
primarily of (i) cost of equipment and materials;
(i1) direct labour costs; (iii) sub-contracting
costs; and (iv) others.

The cost of services for the Group’s hazardous
waste incineration treatment business increased
by 188.5% from RMBI114.8 million for the
year ended 31 December 2017 to RMB331.2
million for the year ended 31 December 2018.
This increase was mainly due to the Group’s
expansion in hazardous waste incineration
business.
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The Group’s cost of services generated for
provision of oil sludge thermal desorption
solution for the year ended 31 December
2018 amounted to RMB2.8 million (2017:
nil), which were attributable to the Group’s
first oil sludge thermal desorption project
commenced operation in 2018. The cost of
services for provision of oil sludge thermal
desorption solution primarily consist of energy
consumption, depreciation, staff cost and other
miscellaneous expenses.

Cost of services for other services increased
by 48% from RMBI12.5 million for the year
ended 31 December 2017 to RMB18.5 million
for the year ended 31 December 2018. This
increase was attributable to the customer
demand for maintenance of hazardous waste
incineration projects increase, which is in line
with the Group’s expansion in hazardous waste
incineration business.

Gross Profit and Gross Profit Margin

The Group’s gross profit increased by 100.8%
from RMB62.1 million for the year 2017 to
RMB124.7 million for the year 2018, while the
gross profit margin decrease from 32.8% for
the year ended 31 December 2017 to 26.0% for
the year ended 31 December 2018.

The following table sets out the Group’s gross

profit and gross profit margin for each of the
business segments for the periods stated.
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Hazardous waste incineration solutions

Pyrolysis solid waste treatment solutions WEAEHEENEE
YRS

Ol sludge thermal desorption treatment services  {H J22 % i JE AR

Technical upgrading services bR e

Maintenance services A

Total fit

The gross profit of hazardous waste
incineration solutions increased by 85.0%
from RMB61.4 million for the year ended 31
December 2017 to RMB113.6 million for the
year ended 31 December 2018. This increase
was mainly attributable to the rapid growth
of our hazardous waste incineration treatment
business. The gross profit margin of hazardous
waste incineration solutions decreased from
34.8% for the year ended 31 December 2017 to
25.5% for the year ended 31 December 2018
primarily due to (i) the Company has adjusted
the project price of the hazardous waste
incineration solutions in view of the intense
competition in the market and in order to scale
up our operations and obtain more market
share; and (ii) the Company has procured
equipment and materials with higher cost for
installation of certain hazardous incineration
systems so as to improve the quality of our
systems, enhance our corporate brand and
maintain better relationship with our customers.
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The gross profit of provision of oil sludge
thermal desorption solution for the year ended
31 December 2018 amounted to RMB7.9
million (2017: nil), which were attributable to
the Group’s first oil sludge thermal desorption
project commenced operation in 2018. The
gross profit margin of provision of oil sludge
thermal desorption solution was 73.8% for the
year ended 31 December 2018 (2017: nil).

The gross profit of other services increased
by 185.7% from RMBO0.7 million for the year
ended 31 December 2017 to RMB2.0 million
for the year ended 31 December 2018. This
increase was attributable to the customers’
demand for maintenance of hazardous waste
incineration projects increase, which is in line
with the Group’s expansion in hazardous waste
incineration business. The gross profit margin
of other services increased from 5.3% for the
year ended 31 December 2017 to 9.8% for the
year ended 31 December 2018 primarily due
to the proportion of the maintenance services
in the total other services increase, which had
higher gross profit margin than the technical
upgrading services.

Other Income, Gains and Losses

The Group’s other income and gains increased
by 237.5% from RMB2.4 million for the year
ended 31 December 2017 to RMBS&.1 million
for the year ended 31 December 2018, primarily
attributable to 1) compensation revenue
amounted to RMB3.8 million by a counterparty
for its default of contract in relation to a
hazardous waste incineration project in Suzhou;
2) foreign exchange gains amounted to RMB3.2
million due to depreciation of HK Dollars
against RMB which affected the monetary assets
and liabilities denominated in HK Dollars.

_29__

HE2018F 12 H31 H ILFFE - 214t
THI U2 B0 B A e R B R A N R
798 EIC (20174 « ) > FHE R A
A5 5] 1 R e 2B TE H 2R 2018
SERRIR S E o HFE20184F12 H31H
IEAFRE > $R AT 8 B0 R e T R 1
B 73.8% (2017 4« HE)

At il B 19 B FIAE #2017 4F 12 H
31 HIEFEM ARN0.7 @ & ok
185.7% E# £ 20184F 12 A 31 H 1F4F
FER) N 2.0 H B e - %R
AR5 3] A T e B 4 58 I iR ' TH H
1) T KA BT » 755 A 42 [ e HAth
[E5] B B W) o 3L 1) SE S R o LA IR
BB R E 20174E12 A 31 A 1k
FREEMS3% M MERE20184F 12 A
31 H I 4EFE) 9.8% » 5 By it Ak v
R A 2 3 H A AR 55 1) BT A B 4 Ll 3
im0 ECRS A il T A% AR A 1) B R
z o

HlA ~ BamRER

AR H Al A Kk g AE LR
2017412 H31 HIFFEEH ANR¥2.4
HE TN 237.5% EE F 20184F 12
A3IHIEFEEM ARSI HE T
F B EF R 1) RS F 07 A B s N
1) e gz Jo ) % Je il 8 TELH & & R
AN R W38 EH E It 2) A
wor i N R 2 T DA oRHE
W& RE E LA fE > BN E I AR Bk
BANRMEI2HEIC -



Administrative Expenses

The Group’s administrative expenses increased
by 138.5% from RMBI11.7 million for the
year ended 31 December 2017 to RMB27.9
million for the year ended 31 December 2018,
primarily attributable to (i) an increase in
staff salaries and benefits of RMB7.1 million
as the Company has hired more staff for role
of management, finance and administration
for the business growth, and recognised share
option expense amounted to RMB2.2 million;
(i1) an increase in professional fees of RMB3.0
million as more professionals has been engaged
to provide consultancy services in relation to
the business operations, financial management
and strategic development; and (iii) an increase
of approximately RMB2.0 million for certain
advertising activities with an aim to enhance
corporate recognition of the Company and for
other miscellaneous administrative expenses for
the expanded business.

Other Expenses

Other expenses include (i) listing expenses;
and (ii) research and development expenses,
including staff costs, material and other related
costs mainly in connection with the research
and development of solid waste treatment
applications.

The listing expenses of the Company was
approximately RMB12.3 million in connection
for the year ended 31 December 2018, which
included in the professional fees and other fees.

The Group’s research and development
expenses increased by 104.9% from RMBS.2
million for the year ended 31 December 2017
to RMB16.8 million for the year ended 31
December 2018, primarily attributable to the
Group continued our focus of research and
development on hazardous waste incineration
solutions and new area.
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Finance costs

The Group’s finance costs increased by 1,400%
from RMBO0.4 million for the year ended 31
December 2017 to RMB6.0 million for the year
ended 31 December 2018, primarily attributable
to the interest on obligation arising from a put
option amounted to RMBS5.5 million for the
year ended 31 December 2018.

On 4 April 2018, the Group entered into
two joint venture agreements with Orient
Landscape Group Environmental Protection
Co., Ltd. (“Orient Landscape”) for the
investment in Guangzhou Weigang. Pursuant
to such agreements, the Group granted Orient
Landscape a put option, which if the Listing
does not take place on or before 3 April 2020,
Orient Landscape is entitled to require the
Group to purchase all of the equity interest
in Guangzhou Weigang held by Orient
Landscape at a price equal to the sum of (i)
the Subscription Price plus an interest of 8%
per annum and (ii) any declared but unpaid
dividends.

Pursuant to the put option aforementioned, the
investment from Orient Landscape is recognised
as obligation arising from a put option, and the
corresponding interest of 8% per annum during
2018 1is recognised in obligation arising from a
put option and profit or loss. Pursuant to such
agreements aforementioned, as the Listing of
the Company already succeeded, the put option
lapsed and all the previously recognised interest
expenses will be reversed through equity at the
Listing date of the Company in 2019 without
any payment to Orient Landscape.

Income Tax Expense

Income tax expense consists of current tax and
deferred tax for PRC enterprise income tax.
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The Company operated business principally
through its PRC subsidiaries which were subject
to the PRC enterprise income tax at a statutory
rate of 25% on its estimated assessable profits
for the year ended 31 December 2018 (2017:
25%). Guangzhou Weigang was recognised as a
“High and New Technology Enterprise” in 2016
and was entitled to a preferential PRC income
tax rate of 15% for each of 2016, 2017 and
2018 and such recognition can be applied for
renewal every three years.

The Group’s effective tax rate decreased from
18.1% for the year ended 31 December 2017 to
15.6% for the year ended 31 December 2018,
primarily due to the Group had super-deduction
on R&D expenses for income tax amounted
to RMB3.1 million for the year ended 31
December 2018.

Profit for the Year

Profit for the year increased by 92.6% from
RMB29.8 million for the year ended 31
December 2017 to RMB57.4 million for the
year ended 31 December 2018 mainly due to
the Groups rapid growth in business. The net
profit margin decrease from 15.7% for the year
ended 31 December 2017 to 12.0% for the year
ended 31 December 2018 mainly due to the
decrease of gross profit margin.

Liquidity and Capital Resources

The Group’s principal capital requirements
are to pay for working capital needs and
capital expenditures on equipment and
intangible assets. The Group met these capital
requirements by relying on its cash at banks,
net cash flows from operating activities and
net proceeds from the Listing as its principal
source of funding. The Directors are of the
view that the Group has sufficient working
capital required for the Group’s operations at
present and for the year ending 31 December
2019.
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Trade and note receivables

The increase in trade and note receivables from
RMB57.8 million as at 31 December 2017 to
RMB142.8 million as at 31 December 2018 was
primarily due to an increase in the total number
of ongoing hazardous waste incineration
projects.

The average trade receivables turnover days
decreased from 76.9 days in 2017 to 67.1 days
in 2018 as the Group continued to spend more
efforts in collecting trade receivables in a
timely manner.

Trade payables

The increase in trade payables from RMB32.9
million as at 31 December 2017 to RMB&4.1
million as at 31 December 2018 was primarily
due to an increase in the procurement of
equipment and materials, as well as sub-
contracting services which was generally in
line with the expanded business and number
of outstanding projects of hazardous waste
incineration at the end of 2018.

The average trade payables turnover days
decreased from 61.4 days in 2017 to 60.1 days
in 2018 as the Group intended to maintain
steady trade payables turnover days.

Contract assets

The increase in contract assets from RMB69.4
million as at 31 December 2017 to RMB177.0
million as at 31 December 2018 was primarily
due to an increase in our total number of
ongoing hazardous waste incineration projects.

Contract liabilities

The increase in contract liabilities from
RMB67.8 million as at 31 December 2017 to
RMB72.9 million as at 31 December 2018 was
primarily due to an increase in our total number
of ongoing hazardous waste incineration
projects.
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Bank Borrowings

As at 31 December 2018, the Group had bank
borrowings of RMB10.0 million provided by
a commercial bank in China with personal
guarantees provided by the Group’s controlling
shareholder, Mr. Cai, and his spouse, Ms.
Huang Ying (2017: RMB11.0 million).

Capital Expenditure

For the year ended 31 December 2018, the
Group’s material capital expenditure amounted
to approximately RMB11.7 million (2017:
RMB17.3 million), mainly used for (1) the
purchase of oil sludge treatment facility for
the Group’s first thermal desorption project in
Karamay, which has commenced operation in
2018; (2) the purchase of patents for pyrolysis
solid waste treatment methods, which is the
Group’s key R&D area in the future.

Capital Commitment

As at 31 December 2018, the Group had capital
commitment amounted to RMB4.6 million
(2017: RMB6.5 million) which consisted
mainly of payments to be made for the waste
paper residues pyrolysis project in Shandong
province.

Pledge of Assets

As at 31 December 2018, the Group had
pledged deposits of RMB43.9 million (2017:
RMBS8.9 million) mainly for (1) deposit for
bank acceptance which the Groups issued to its
suppliers amounted to RMB10.3 million; and
(2) deposit for bank guarantee given to several
customers for performance obligation fulfilment
amounted to RMB33.6 million.

Contingent Liabilities

As at 31 December 2018, the Group had no
material contingent liabilities.
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I11.

Gearing Ratio

As at 31 December 2018, the current assets
of the Group were approximately RMB400.8
million, total assets were approximately
RMB469.7 million, current liabilities were
approximately RMB210.5 million and total
liabilities were approximately RMB310.4
million. The gearing ratio (total liabilities/total
assets) of the Group was approximately 66.1%
(2017: 86.3%).

PROSPECTS

Looking forward to 2019, the Group will
continue to capture the opportunities brought
by the policies for the development of the
environmental protection industry, and actively
seize more business opportunities from
solid waste treatment by commercialising its
advanced solid waste treatment technologies
to market with the resources from strategic
shareholders, the capital market network,
and its strong R&D capabilities. The Group
will still continue to focus on the technology
innovation to further expand the Group’s
business scope, maintain the Group’s leading
position in the market, maximize shareholder
returns and optimize the Group’s commitment
of becoming a a leading solid waste treatment
solutions provider in China.

Leveraging on our comprehensive understanding
of the market environment, in 2019 the Group
has planned to focus on the following tasks in
order to achieve its goals:

Establish and utilize our research and
engineering centre to enhance service
standards

Many of the various solid waste treatment
technologies under developing are at a
relatively early development stage and face
uncertainties with respect to experiment process
and prototyping outcomes, so the Group needs
to establish an internal R&D centre. The
Group will conduct targeted and application
oriented researches either by its own team or
in collaboration with experts from industry-
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renowned universities and institutions in China,
and carry out, through inhouse pilot systems,
prototyping, integration and testing of system
components to enhance the feasibility and
adaptability of the technology.

Continue to consolidate the leading market
position and expand the market share on
hazardous waste incineration

The Group focus to: (1) Further improving
technics on hazardous waste incineration
treatments; (2) Continue to cultivate customer
relationships as well as explore new customers
in both China and oversea markets; (3)
Facilitate more frequent communications and
provide more comprehensive value-add services
with industry participants; and (4) Further
investment on other area of hazardous waste
treatment, including applying the facilities
of oil sludge thermal desorption technology,
upgrading cement production facilities to
implement hazardous waste cooperative
disposal system and etc.

Grasp more business opportunities on solid
waste treatment through industrialization of
pyrolysis technology

The Group will explore the demand of market
by developing and commercializing solutions
for a number of new solid waste treatment
applications such as with respect to waste new
energy batteries and waste paper residues.

Further enhance our competitiveness and
risk management with the adoption of more
project models

The Group seeks the chance to participate in
solid waste treatment projects by exploring
different project models, such as the first
operation and maintenance services project,
an oil sludge treatment facility designed and
commissioned in Karamay. In future, the
Group may also consider investing in and/or
operating its own solid waste treatment projects
as primary or joint project owner in other new
area of solid waste treatment industry.
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EMPLOYEE AND REMUNERATION POLICIES

A remuneration committee was set up for reviewing
the Group’s emolument policy and structure for all
remuneration of the Directors and senior management
of the Group, having regard to the Group’s operating
results, individual performance of the Directors and
senior management and comparable market practices.

As at 31 December 2018, the Group employed 200
employees (2017: 107 employees), among which
approximately 150 were personnel conducting R&D,
project management and execution for our business.

Remuneration of Directors is determined based
on their roles and duties and with reference to the
market conditions, the Company’s remuneration
policy and the prevailing market conditions, subject
to the approval of the shareholders general meeting.

USE OF PROCEEDS

The shares of the Company were listed on the Stock
Exchange on 3 January 2019 (“Listing Date”) and
the net proceeds raised from the global offering
were approximately HK$285.5 million. We intend
to use approximately HK$114.2 million for the
continual utilization of the pyrolysis technology
for the treatment of various types of solid waste
by pyrolysis treatment systems; approximately
HK$57.1 million for the establishment of a research
and engineering centre in Guangdong province;
approximately HK$42.8 million for further
commercialisation of oil sludge thermal desorption
technology; approximately HK$42.90 million for
cooperation with cement producers in China to invest
in and operate the business of cement plant parallel
kiln co-treatment solutions. Due to the fact that the
Company was listed on 3 January 2019, there were
no proceeds raised as at 31 December 2018. After
the Listing Date, such net proceeds will be applied
in accordance with the proposed application as
disclosed in the prospectus dated 19 December 2018.
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OTHER INFORMATION AND EVENTS AFTER
THE REPORTING PERIOD

Adoption of Dividend Policy

The Board has approved and adopted a dividend
policy on 26 March 2019 (“Dividend Policy”)
that aims to set out the principles and guidelines
of the Company in relation to the declaration,
recommendation and payment of dividends to its
shareholders.

Under the Dividend Policy, the Company does not
have any pre-determined dividend payout ratio.
Distribution of dividends should be in the interests of
the Company and its shareholders as a whole. When
considering dividend declaration recommendation,
the Board shall take into account of the following
factors:

(1) business condition and strategy of the Group;

(i1) capital requirement for the Group’s existing/
potential project or investment;

(iii) earnings, financial and cash flow position and
distributable reserves of the Company and the
Group; and

(iv) other factors that the Board deem relevant.

The declaration and payment of dividends is subject
to the provisions of the Articles of the Company, the
Companies Law of the Cayman Islands and any other
applicable laws, rules and regulations.

The Board has the sole discretion to recommend or
not to recommend final dividends to the shareholders
for approval; and to declare or not to declare
any other dividends, including but not limited to
interim and/or special dividends, after taking into
consideration the factors as stated in the Dividend
Policy.

The Dividend Policy may be updated, amended and

modified from time to time as the Board may think
fit and necessary.
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PURCHASE, SALE AND REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

The shares of the Company were first listed on
the Main Board of the Stock Exchange on Listing
Date. Neither the Company nor any member of the
Group has purchased, sold or redeemed any of the
Company’s shares during the period from the Listing
Date and up to the date of this announcement.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE (“CG CODE”)

The Group is committed to maintaining high
standards of corporate governance to safeguard the
interests of shareholders and to enhance corporate
value and accountability. The Company has adopted
the CG Code as set out in Appendix 14 to the Listing
Rules.

As the Company was not yet listed on the Main
Board of the Stock Exchange until the Listing Date,
the CG Code was not applicable to the Company
during the period under review. However, in the
opinion of the Directors, the Company deviates
from the code provision A.2.1 of the CG Code as
it provides that the roles of chairman and chief
executive should be separate and should not be
performed by the same individual. Mr. CAI Zhuhua
serves as chairman as well as chief executive officer
of the Company and this dual role leadership has
been in practice by the Company for a decade. Such
deviation is deemed appropriate as it is considered
to be more efficient to have one single person to be
chairman of the Company as well as to discharge
the executive functions of a chief executive
thereby enabling more effective planning and better
execution of long-term strategies. The Board believes
that the balance of power and authority is adequately
ensured by the operations and governance of the
Board which comprises experienced and high calibre
individuals with sufficient number thereof being
independent non-executive directors of the Company.
The Company will review the current structure when
and as it becomes appropriate.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set
out in Appendix 10 to the Listing Rules as its code
of conduct regarding dealings in the securities of
the Company. Having made specific enquiry of all
the Directors of the Company, all the Directors
confirmed that they have strictly complied with the
required standards set out in the Model Code during
the period.

The Board has also adopted the Model Code to
regulate all dealings by relevant employees who
are likely to be in possession of unpublished
inside information of the Company in respect of
securities in the Company as referred to in code
provision A.6.4 of the CG Code. No incident of non-
compliance with the Model Code by the Company’s
relevant employees has been noted during the period
after making reasonable enquiry.

FINAL DIVIDEND

The Board has resolved not to recommend the
payment of any final dividend for the year ended 31
December 2018.

AUDIT COMMITTEE

The Group’s annual results for 2018 have been
reviewed by the Audit Committee of the Company.

40 —

55 N(RESAD

ARy w) B PR A CE TR R ) B ek - P KRR

HESp ) > MF 5 HH B AR A F SR R AT

UERN o fEm AN 2 EEA D ES

i > A S O R AR B S IR WA L s
AT CREYEST JI)) BT i A a0 <7 HEJ

EHEEICRMCELEST ) > B % AT BE B
7@4‘"775[2’%21-‘/\7}"‘#5@%/\%5?%{%
S AR BE IR B 00 B A 22 5 (KA SR <
E!'J>>E’J¢E!W‘3C fA6.41KITAL) o KEAE
o BRAT R AR o Y TR I A 2% W] A B
18 B ARA B RHESFAD B DL -

REARRE

HHERRIAGEZIRMEE 2018412 A
31 HIEFE BT R BE -
BEXEE®

ALEH 2018 4FHY AR E A E A L R0 FF
& AR -



SCOPE OF WORK OF DELOITTE TOUCHE
TOHMATSU

The figures in respect of the Group’s consolidated
statement of financial position, consolidated
statement of profit or loss and other comprehensive
income and the related notes thereto for the
year ended 31 December 2018 as set out in the
preliminary announcement have been agreed by
the Group’s auditor, Messrs. Deloitte Touche
Tohmatsu, to the amounts set out in the Group’s
audited consolidated financial statements for the
year. The work performed by Messrs. Deloitte
Touche Tohmatsu in this respect did not constitute
an assurance engagement in accordance with Hong
Kong Standards on Auditing, Hong Kong Standards
on Review Engagements or Hong Kong Standards
on Assurance Engagements issued by the Hong
Kong Institute of Certified Public Accountants
and consequently no assurance has been expressed
by Messrs. Deloitte Touche Tohmatsu on the
preliminary announcement.

ANNUAL GENERAL MEETING

The forthcoming Annual General Meeting (“AGM”)
will be held on Wednesday, 5 June 2019. A notice
convening the AGM and all other relevant documents
will be published and despatched to shareholders.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend the vote
at the AGM to be held on Wednesday, 5 June 2019,
the registers of members of the Company will be
closed from Friday, 31 May 2019 to Wednesday, 5
June 2019, both days inclusive, during which period
no transfer of shares will be registered. In order
to be eligible to attend and vote at the AGM, all
transfers of shares accompanied by the relevant share
certificates and properly completed transfer forms
must be lodged with the branch share registrar of the
Company in Hong Kong, Tricor Investor Services
Limited at Level 22, Hopewell Centre, 183 Queen’s
Road East, Wan Chai, Hong Kong, for registration
no later than 4:30 p.m. on Thursday, 30 May 2019.
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PUBLIC FLOAT

Based on the information that is publicly available to
the Company and to the knowledge of the Directors,
the Company has maintained a public float of no
less than 25% of the issued shares as at the date
of this announcement, which was in line with the
requirement under the Listing Rules.

PUBLICATION OF 2018 ANNUAL RESULTS
AND ANNUAL REPORT

This annual results announcement of the Group for
2018 is published on the Stock Exchange’s website
at www.hkexnews.hk and the Company’s website
at www.gzweigang.com. The 2018 Annual Report
containing all applicable information required by the
Listing Rules will be despatched to the shareholders
of the Company and published on the above websites
in April 2019.

APPRECIATION

On behalf of the Board, I would like to take
this opportunity to express my gratitude to the
management and staff of the Group for their
commitment and contribution during the year. I
would also like to express my appreciation to the
guidance from the regulators and continued support
from our shareholders and customers

By Order of the Board
Weigang Environmental Technology Holding
Group Limited

CAI Zhuhua
Chairman & Executive Director

PRC, 26 March 2019

As at the date hereof, the Board comprises Mr.
CAI Zhuhua. Mr. DONG Honghui and Mr. DENG
Zhaoshan as executive directors; Mr. REN Jingfeng
and Mr. YANG Zhigiang as non-executive directors,
and Mr. YANG Zhifeng, Mr. JIANG Guoliang
and Mr. FENG Tao as independent non-executive
directors.
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