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China Everbright International Limited (the “Company”
or “Everbright International”), together with its subsidiaries,
collectively the “Group”), is a flagship company in the industrial
investment sector of China Everbright Group Ltd. (“China
Everbright Group”). China Everbright Group is a large state-owned
enterprise that is ranked among the Fortune 500 list. Everbright
International is listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (HKSE: 257), and has
two listed subsidiary companies: China Everbright Water Limited,
which is listed on the mainboard of the Singapore Exchange
Securities Trading Limited (SGX: U9E), and China Everbright
Greentech Limited, which is listed on the Main Board of the Stock
Exchange (HKSE: 1257). After over a decade of development,
Everbright International has grown into a leading player in China
and Asia’s environmental protection industries, as well as a world-
renowned ecological and environmental management group.

Everbright International is the first one-stop integrated
environmental solution provider in China, with its main
businesses covering waste-to-energy, food waste treatment,
waste sorting, environmental sanitation integration, waste water
treatment, reusable water, water supply, water environment
management, biomass integrated utilisation, hazardous and
solid waste treatment, ecological restoration, solar energy,
wind power, technology research and development, planning
and designing, equipment manufacturing, analysis and testing,
as well as environmental protection industrial parks. It has a
business presence in over 150 locations across 20 provinces and
municipalities in China, as well as in overseas markets including
Germany, Poland and Vietnam.

Everbright International is strategic partners of the Belt and Road
International Alliance for Green Development and the Ecological
Protection and Green Development of the Yangtze River
Economic Belt. The Company adheres to its corporate mission
of being “Devoted to Ecology and the Environment for a Beautiful
China” and its aspiration to “Create Better Investment Value and
Undertake More Social Responsibility”. It has been included in the
Dow Jones Sustainability Index series for the third year running
and in the Hang Seng Corporate Sustainability Index for the fifth
year running. It is also a constituent stock of MSCI China Index
and a constituent stock of FTSE4Good Index.
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Financial Highlights

R

2018 2017 Percentage
—ZE-N\#F —E—+F Change
HK$’000 HK$’000 Bt
BET T BT 28
RESULTS ES
Revenue Wz 27,227,998 20,043,116 36%
Earnings before interest, taxes, FRAIE - TIE - TER
depreciation and amortisation BEAAN
(“EBITDA”) 8,994,788 6,863,209 31%
Profit attributable to equity holders AR F#EZEAB A
of the Company FE(E ZF 4,319,235 3,509,990 23%
Return on shareholders’ equity (%) BREZESBHR(%) 15.29 17.57 -2.28 ppt
(Restated)
(B
Basic earnings per share BRREKREF]
(HK cents) (B 76.20 13%
FINANCIAL POSITION AR
Total assets BEMRE 95,121,637 73,123,192 30%
Total liabilities BEB%E 54,426,298 44,479,654 22%
Equity attributable to equity holders R F#EZEAB A
of the Company FE(L R 33,926,107 22,554,279 50%
Net asset value per share RArEEEE ARG
attributable to equity holders BREEFBECEET)
of the Company (HK$) 5.031 10%
Gearing ratio (%) BEABELEER(%) 61 -4 ppt
Current ratio (%) TENLL R (%) 140 55 ppt

4 China Everbright International Limited | & B K EIB A R A 7



TOTAL ASSETS Hk$000

BEBTE suTr

NET ASSETS ATTRIBUTABLE TO

EQUITY HOLDERS ks 000
BRF A ABIGEEFE ser

33,926,107
22,554,279
17,389,302 I
2016 2017 2018

PROFIT ATTRIBUTABLE TO

EQUITY HOLDERS Hks'o00

EmFA ARGEN sxrx

100,000,000
95,121,637 e 000,000
87,500,000
30,000,000
75,000,000 73,123,192
25,000,000
62,500,000
49,531,728 20,000,000
50,000,000
37,500,000 15,000,000
25,000,000 10,000,000
12,500,000 £ 000,000
2016 2017 2018
EBITDA Hk$ 000
/\ NN/ A
BRAE - THIE - TER
A w24
BRI B wnrn
100,00,000
9,000,000 8,994,788 5,000,000
8,000,000
4,000,000
7,000,000 6,863,209
6,000,000
3,000000
5,051,261
5,000,000
4,000,000
2,000,000
3,000,000
2,000,000 1,000,000
1,000,000
2016 2017 2018

4,319,235
3,509,990
2,784,863 I
2016 2017 2018
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Corporate Milestones +EAEHE

First Quarter 2018
20185 —FE

D). #h B — B
__ EARTH HOUR

" LETNATURE S

l o E xzam

Partnership for First Se s o
Clean ¥ ipal Waste-to-1 *rojects in Viet Nam

ROBeCOSAM

Sustainability Award
Bronze Class 2018

873258 4 0750 920 e S

® Won the bid for Xi’an Lantian Waste Electricity and Heat Cogeneration PPP Project in Shaanxi
Province, the Group’s first waste-to-energy project in a provincial capital city in Western China

¢ Announced 2017 annual results, with profit attributable to equity holders of the Company up by
26% year on year

§ Secured a loan of USD100 million from Asian Development Bank, with a commitment to
the development of Vietnam’s waste-to-energy sector and supporting the local sustainable
development

¢ Awarded Bronze Class Distinction in RobecoSAM’s 2018 Sustainability Yearbook

¢ Everbright International Environmental Protection Charitable Foundation supported Earth Hour
in Hong Kong as the lead sponsor for the fifth consecutive year

¢ PERARTERNRRREHEPPPIER - AARSENHEFERERE WM & @A REEFER

¢ ﬁﬁﬁ:%—tif‘éiﬁ g ARRERRA ARG RN EF26%1E K

¢ ESENFAZERTIEETEN  ARAREENRESES - IHEHIFERR

0 E15RobecoSAM2018F Al FF B R F 2 ) IR SR B 58 — SRR

0 AARBEBEBRRARESEBENFHREENDS [HMIR—/ K EE
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Second Quarter 2018
2018FE-FE

Secured Jiangxi Ji'an Waste-to-energy Project, marking the Group’s first waste-to-energy
project in Jiangxi Province

Secured Guangdong Zhaoging Waste-to-energy Project through acquisition

Convened 2018 annual general meeting of the Company

B TIATLRUREERR - RAKEETIAENSE —ELR#ERA
BEWESARGEREELREHERR
BR-_ZT-N\FRRAEFKE

’
L]
¢
L
L
’
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Corporate Milestones % A S E

Third Quarter 2018
2018 FEE=FE

MEMBER OF

Dow Jones
Sustainability Indices

In Collaboration with RobecoSAM «

Hang Seng Corporate
Sustainability Index
Series Member 2018-2019

BETHFHEERLE
B A5 2018-2010m 88

® Completed approximately HK$10 billion rights issue, with more than 20% oversubscription

§ Signed supplementary agreement on the upgrading project of Jiangsu Suzhou Waste-to-energy
Project. The total investment of the project has been increased to RMB3.32 billion, with its total
waste processing capacity being increased to 6,850 tonnes/day

¢ Secured Jiangxi Jiujiang Waste-to-energy Project through acquisition, marking another
important breakthrough for the Group in Jiangxi Province

§ Included in Dow Jones Sustainability Index for the third year running

§ Included in Hang Seng Corporate Sustainability Index for the fifth consecutive year

§ Partnered Qingdao University of Technology (QUT) to jointly launch Everbright-QUT Research
Institute of Environmental Technology

¢ BEHERGTEIERN T - BRERERMK

¢ EBIHHNNREERREICEEBHRDE - ZHE P REKREENEHAREI.2(ET
A RIS 26,8501, H

¢ ERNEAFRBESIANINRETIER  RASEEIAENS —RH

)V EEF-FEMABEHAHEEREHZRY

V) EEFIFEMABERELRLEER

0 BESBTREBHE [EAREEEITRIBRIMAMIR ]
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Fourth Quarter 2018

L & & 4 > > &

L & & & N 2

20185 EMEE

ETPE-FRTnE
KA BRI R MRS T R Y
& v Y e [

3y

Vietnam Can Tho Waste-to-energy Project commenced operation

Secured Tianjin Xiging Household Waste Integrated Treatment Plant PPP Project, marking a
breakthrough for the Group in Tianjin’s waste-to-energy market

Secured Tianjin Beichen Household and Food Waste Integrated Treatment Project, with a
designed waste processing capacity of 2,250 tonnes/day

The first self-developed 850 tonnes/day large-scale grate furnace rolled off the production line
Announced opening up of its environmental protection facilities for public visits

Included in Green Supply Chain CITI Index, ranking top in environmental protection sector of
the annual brand list

MiEFEN R EIE A EZRIRE

BERERSEENRESEEMPPPIER  ERENRBEETIRTR
BAEREIREFRNREZEFNRIHEEEEE - FEIKEEEE2,25008, 8
BA B8 THE850ME, B KAVESRE TR

EREMIRFR R QRN

EMASEHEECITIES  REEEHRNERRTEZE
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Chairman’s Statement E#HR%E

Chairman
ZE

Cai Yunge
BRE

10

In 2018, China paid great attention to the ecological environment by taking a number of actions, such as
the inclusion of ecological conservation into the Constitution of the People’s Republic of China (“PRC”), the
establishment of the Ministry of Ecology and Environment of the PRC (“MEE”), and the launch of the National
Conference on Ecological and Environmental Protection. In the meantime, the enhanced environmental
supervision in the country helped improve the standards and procedures relating to such supervision, providing
historic opportunities for China’s environmental protection industry to pursue quality development.

Time stops for no one and hard work always pays off. During the year under review, riding on sound development
momentum of the environmental protection industry, China Everbright International Limited (the “Company”
or “Everbright International”, together with its subsidiaries, collectively, the “Group”) proactively followed the
national strategies, seized industry opportunities for development, and focused on creating values. As a result,
it once again delivered stellar results to the market and the shareholders of the Company (the “Shareholders”),
with its six major business sectors growing in terms of quality and scale. In 2018, the Group’s revenue exceeded
HKD27.2 billion, an increase of 36% compared with 2017; profit attributable to equity holders of the Company
amounted to HKD4.3 billion, representing an increase of 23% compared with 2017. Moreover, the Group
continued its strong market expansion momentum. In addition to foraying into new business areas including
environmental remediation, it had business presence in more than 150 locations across 20 provinces and
municipalities in China, as well as overseas markets such as Germany, Poland and Vietnam. In 2018, the Group
secured a total of 67 new projects and signed 6 supplementary agreements for its existing projects, which
command a total investment of approximately RMB23.7 billion, with the number and investment amount of
projects newly secured hitting record highs.

ZEN\F ARNHBAREL  ARBREIRY  2RARBREREAG AR BRTEXHLRBREHENDE
ER - A BRREEENETEHMNK 2L HESPERR[BL  BFL RTPERATESREERTRELKSE -

BRATE  REME - HEPA - ARERREXZEDEROARDST  PEXABRARAB(TARA]) - EREHM
BAR BRI AEEDBEGERBEREE  EMTXEREE  FIEEME  ENAAKRREEEN - B—RAN
SHARBRRR(TERDRXERBES - 2FRERPBE272ET - WM_T—LFIERI6%  BRARAERFE
ABIERFBEASETT WMoFT—LFIER23% - ARENSHAFER N - EARBEESHERAE - XBRE
BEER0EEREET 16505 EE - U RERE XM - BrEEesms  2FHIUS67TENIER - £26ERFA
HENWERRE  PRREBBEHARKE27RT  HEASEREABBIAELHS -
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While ensuring the robust development of its major businesses and continued rapid growth in its business
results, the Group focused on technological innovation, capital replenishment, globalisation and fulfillment of
social responsibilities, in a pragmatic manner and with perseverance. This helps lay a solid foundation for its
sustainable development in the future.

During 2018, the Group continued striving for development driven by innovation by increasing its investment
in the research and development (“R&D”), with a view to continuously enhancing its core competitiveness. In
2018 alone, the Group was granted 212 patents and software copyright licenses, including the first international
invention patent. The Group’s self-developed large-scale 850 tonnes/day grate furnace was manufactured
and came off the production line, which filled the void in the manufacturing of large-scale grate furnace in
China. Additionally, a number of technological innovation platforms under the Group, including the Group’s
headquarters for technology R&D and a substation under a national postdoctoral research center, were
recognised by relevant authorities.

During 2018, the Group actively embraced the new era for the environmental protection industry, followed new
industry trends, conducted strategic planning, and enhanced its efforts in capital replenishment. Given the
complex and changing external environment and the continuous adjustments to the Hong Kong stock market,
with the support of the investors, the Company completed its HKD10 billion rights issue and raised net proceeds
of HKD9.924 billion, with more than 20% oversubscription. This provided funding for the Group’s next round of
strategic development in the future.

During the year, the Group adhered to its strategy for international development and continued expanding
overseas market, while continuing strengthening its presence in the domestic market. In 2018, the Group’s
Vietnam Can Tho Waste-to-energy Project completed construction and commenced operation, becoming
Vietnam’s first advanced waste-to-energy project and a green benchmark in the Mekong Delta. In addition,
the Group won the bid for Vietham Hue Waste-to-energy Project, marking the Group’s success in leveraging
on its business model, operations management and technological equipment in the Southeast Asian market.
Separately, the Group exported its equipment to Indian market. In the meantime, the Group actively participated
in international communications and exchanges, such as becoming a strategic partner of the Belt and Road
International Alliance for Green Development, which helped enhance the Group’s international influence and
share of voice.

EHPILEBRIER RECEXERERRERNRR  AEERGMERAF EXAfHx  BRECER BT
HEEML TERE AARY AARAFEERETEERRY -

BEHMR AEEZFAFED - MARFARA - ROBEFNTERT - 2FRESEN LKL EFER2125 - HPE
EEERRERENRE B XTMENE S BRIESS0N AR IEGIEBERC I TR » B — KB B A B E sR Ffil
EH BRAEAR  BRAELETEESEREEIE T & R G EEFIRE

BEMA - ARERBHABRRERFHR  BERRFTEERABSE  HRBBGR - MREXHETT - EINGFRE
EHMZE  BRMSEERBENERT  BREAKREEXRN  BRRBAMK @ ENTKEEHREE  B5ES
FEEIE0.24187T - R —WHBEERERTESHE

WEHR - AEEEFERCEE  ERMPETENRE  KEMREINTS - BRr B REERA EAERR
B ABEE - ERRMENEESRHEER  dRBEAAZAMNKERFER KNP REEIBCaRHER
B CERFEAFREN  ELEHERMKAERMTHRAINER  RERBEREHNE - BHRS2EBRN - BE
MAT—F—RIGEEREBERESE  THRASERREE N EDE -
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Chairman’s Statement FEHE

During 2018, the Group received many accolades from home and abroad for its excellent performance in
corporate social responsibility, corporate governance, environmental management, among others. It was
included in a number of indexes, namely: the Dow Jones Sustainability Index series for the third consecutive
year, the Hang Seng Corporate Sustainability Index for the fifth consecutive year, the MSCI China Index and
FTSE4Good Index continuously, and the Greening the Global Supply Chain — CITI Index for the first time with
the top ranking in China’s environmental protection industry. During the year, the Group announced its plan of
opening up to 77 environmental protection facilities across all its business sectors for public visits in the next
three years, making it the first and the only environmental protection enterprise in China to carry out such an
opening-up initiative that is greatly supported by MEE.

The Group’s growth has been greatly supported by the Shareholders. Adhering to its principle of sharing the
development results with the Shareholders, as well as the goal of pursuing sustainable development, the board
of directors (the “Board”) of the Company has proposed to pay a final dividend of HK12.0 cents per share for the
year of 2018 (2017: HK12.0 cents per share), with the total dividends for the year amounting to HK24.0 cents
per share (2017: HK24.0 cents per share).

The Group’s achievements have been the result of hard work. On behalf of the Board, | would like to take
this opportunity to express my heartfelt thanks to all Shareholders and stakeholders who have given us their
unreserved support. | would like to express my sincere thanks to the management and staff of the Group for their
diligence at work over the past year.

What is past is prologue. Looking ahead, Everbright International will focus on transforming towards the goal
of becoming an “Agile, Tech-driven and Ecosphere-based” enterprise, continue stable growth and seek for
opportunities in a changing market environment, carry forward craftsmanship, remain committed to development
driven by talent and technology, and continue enhancing its business penetration, expanding its business
chain and enriching its business scope, in a bid to forging ahead towards the goal of becoming a world-leading
ecological and environmental management group.

BERRN AEEBEAECEMEGEM CXER RETEFHTENEURE BEZHEBERNIINKE - BEE=F
WAANBRITAHERREHNRY  EEENFHRAABLAFEEROERE NAMSCIHAR T EHEHEXNO KL E
RESETHEBNER  BRAEAAZEHEHECITIER RKAFEZRSNTERREE < I KESHRREK=
FRRARAZAMIAEBEL77ERRRE  RAERREDERIFOACEEREZEBRERERARZFAROS
B —IRIRBE o

REBWER SR T2EREMOANLE REREREAZREXRULUFERXENRI  ARAEF5E€([EF
e NRABRERE-_Z— N\EERPREERI1I2.08W(ZE—+F : FR12.0/810l) - 2FEREERE AFIR24.05810
ZE—+F  FR24.081) -

EFRMBY  RERZTS - BHHEE  AABRREZERETARERIIFOEMUER  HEERALERTR
ROBH | BRR2BRCEBRE - FNFPTERERRZHE |

RGBT ERFE - RERK ARESES (87 M £R]JEUNER B  BPH - HHETER
Mo BIHAT MK EREDY  FECHEEXRE  RENRE  BHRZFTEERELERRELEN T REE -

CA1 YUNGE

FERE

Chairman

T

Hong Kong, 12 March 2019
58 —E-AF=A+=H
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Chief Executive Officer’s Report {TB#EE RS

Chief Executive Officer
7TiBAE %
Wang Tianyi
EPN

BUSINESS REVIEW AND PROSPECTS &bl fE £

Operating Results &% &

The year of 2018 marked the 40th anniversary of China’s reform and opening-up, it is also an important
milestone in the history of the development of China’s ecological and environmental protection industry.
During the year, the Chinese government rolled out a series of major strategic initiatives related to ecological
conservation and environmental protection, demonstrating its commitment to the protection and management
of the ecological environment. In shaping the philosophy of ecological conservation, Xi Jinping’s Ideology
on Ecological Civilisation, which was affirmed at the National Conference on Ecological and Environmental
Protection, provides direction and guidance for the country to enhance its efforts in ecological and environmental
protection and for a beautiful China.

“E-N\F RPENERMAGEF  bRTEARREREFXERELAFGEEEEMERN —F - PEBA
BARNHARKRMERRERERL —RINEXRREE - SEXRULERRBEREFMNAENSEERELS—RITT
B AMVARNAZRIESTH  2EARREREASHY TEOVFEEXARE - BINBLRRFERE 2R
KEPEREME T IRESIMITENRERE -
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Chief Executive Officer’s Report {TERE R K&

Following a top-down approach, the Communist Party of China Central Committee and the State Council of
the People’s Republic of China (the “PRC”) issued “Opinions on Comprehensively Strengthening Environmental
Protection and Resolutely Winning the Battle Against Pollution”, which provided a clear timetable and
roadmap for the battle against environmental pollution. In terms of institutional reform, the Ministry of Ecology
and Environment of the PRC (“MEE”) was established at the beginning of 2018, with a mission of unifying
various regulatory, supervisory and administrative law enforcement responsibilities in relation to the ecological
environment and urban and rural pollution. In terms of legal assurance, new development concepts, as well
as the demands for ecological conservation and a beautiful China, were included into the Constitution of the
PRC. Regarding environmental regulations and supervisions, a centralised inspection system for environmental
protection was put in place to ensure the strict implementation of various ecological and environmental
protection policies. These fundamental, ground-breaking and long-term initiatives have accelerated the
development of a top-down system on ecological conservation, which facilitate continual improvement in the
long-term standardisation and professional quality of China’s ecological and environmental protection industry.

Key national policies nurture market opportunities and therefore facilitate the development of enterprises. As a
result, as China promotes ecological conservation, the country’s environmental protection industry has entered
a historical period for development. As a leading enterprise in the environmental protection industry in China and
Asia, as well as a world-renowned ecological and environmental group, China Everbright International Limited
(the “Company” or “Everbright International”, together with its subsidiaries, collectively the “Group”) is driven by
its corporate mission of being “Devoted to Ecology and Environment for a Beautiful China” and aspires to its
corporate pursuit of “Creating Better Investment Value and Undertaking More Social Responsibility.” In 2018,
the Group achieved solid growth through enhancement of the quality, profitability and scale of its business, as
well as improvement of its business penetration, expansion of its business chain and enrichment of its business
scope, which led to remarkable operating results.

The year of 2018 marked the Group’s 15th anniversary of its transformation into an environmental protection
enterprise. During the year, the Group also began to develop with a goal of becoming a world-leading ecological
and environmental group, which was set in the “Four, Three, Three” Initiative launched by China Everbright Group
Ltd (“China Everbright Group”). Embracing the golden era of the industry and the immense market potential, the
Group completed a HK$10 billion rights issue within the year under review, raising net proceeds of approximately
HK$9.924 billion. The fund raised from the rights issue has provided sufficient funding to facilitate the rapid
business growth of the Group in the future. This also brought the Group’s gearing ratio to a healthier level and
increased its capacity for debt financing necessary to support its long-term development.

BERFTEH > PR pEEGRODE(ERZEMBERRERERRITH SRR BREBNER) &%
BREEIT IS AT a W BB MNBRRAMBEE - #BRESTH > R N\FEOMEZNTEERRERG —1TELE
RS A RETBTRIVEARE - RARETE - HBERES  FENANZETEERNERCEAR
Ao REEENH PREBREERFIENEREE  REELERFRERNVEEREEN - PEBRFHARNE—
RORAE - FAME - REMENTHE  MRTEEXHBERTMHERRNER  RBREPBEERRRITETEH
RAFBREENEELEE -

ABEETS  BRAMEE - BEERANESERXARR  RREFEAELMENEREEY - FATEIE
DMNRFRITENRELE - ERNBNERRREE  FEXAKBEREBERAFT(TARR DS ([REER]) - EREM
Bom - ([ AEE DA BRERRE  £KEXBTEIACRES U IAEEFREEE  AEESHERT]
REFER R-T—/\FHEE RHHERE ERE REEEEHERRRER PREZEERH -

T N\FRAKEERRRITEIGEF  tEAREZETFEAREERN AR ([FEXAEE DM - = =18
BfTi2  EREFBENERRECENES 2F - HETENZSZRPLEROTEZH  AREREEFER
SR B RHREE  SRESFHRABEI.24ET - ARARSUHEXBERFRACESERE  BRBLXHEE
FIRERKF  RRARNERBEEZBUNETIFRRREER -
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In terms of market expansion, during the year under review, the Group secured a total of 58 new projects and
signed 6 supplementary agreements for existing projects, which in aggregate commanded a total investment
of RMB23.522 billion. These included 28 environmental energy projects and 2 supplementary agreements for
existing environmental energy projects; 15 environmental water projects and 4 supplementary agreements for
existing environmental water projects, and 15 greentech projects. Besides, the Group undertook 9 environmental
remediation services during the year, with a total contract value of approximately RMB187 million. These new
projects contributed to an increase in household waste processing capacity of 26,200 tonnes/day; an increase in
waste water treatment capacity of 436,000 m3/day; an increase in reusable water supply capacity of 40,000 m®/day;
an increase in leachate treatment capacity of 600 m®/day; an increase in biomass treatment capacity of 600,000
tonnes/year; and an increase in hazardous and solid waste treatment capacity of 364,050 tonnes/year. During
the year under review, the Group achieved breakthroughs in new business areas, such as environmental
remediation, and entered Gansu and Fujian provinces. It further optimised its business development planning by
aligning itself with national strategies such as the Yangtze River Economic Belt and the “Belt and Road” Initiative.
As a result of these efforts, the Group has expanded its presence to over 150 locations across 20 provinces and
municipalities in China, as well as overseas markets including Germany, Poland and Vietnam.

In terms of project construction, the Group’s project construction works progressed smoothly, driving steady
growth in construction service revenue. In 2018, the number of construction sites reached 93, of which 36
projects completed construction and commenced operation, while 45 projects commenced construction. The
Group started 8 environmental remediation services and 2 of them were completed.

As a responsible environmental protection enterprise, the Group strictly follows the United Nations’
Sustainable Development Goals, and pursues breakthroughs in fulfilling its sustainable development and social
responsibilities in a self-disciplined manner. During 2018, the Group held a ceremony in Nanjing and announced
that it will open up as much as 77 of its environmental protection facilities from all of its business sectors for
public visits in the next three years. This has made the Group the only environmental protection enterprise
strategically supported by the MEE in relation to the initiative of opening up environmental protection facilities
to the public. During the year under review, the Group continued encouraging its projects to play the roles as
hubs for environmental education, environmental science popularisation, circular economic development and
industrial tourism. During the year under review, the Group’s environmental protection projects received more
than 150,000 domestic and foreign visitors from all social circles.
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During the year under review, the Group continued proactively supporting and participating in various charitable
activities relating to environmental education, energy conservation, emission reduction, ecological conservation
and community care, among others. Moreover, the Group remained the lead sponsor of the Earth Hour Hong
Kong campaign, which was organised by World Wide Fund For Nature Hong Kong, for the fifth consecutive
year. The Group also sponsored Heifer International Hong Kong’s “Read to feed” fundraising program for
the second consecutive year. In 2018, the Group also appointed a group of employees as environmental
protection promotion ambassadors, who launched a series of environmental education workshops at primary
and secondary schools in Hong Kong; the ambassadors also brought some student groups from primary and
secondary schools in Hong Kong to visit the Group’s Boluo Waste-to-energy Project in Guangdong Province.
The project tours gave the students opportunities to understand the harmless treatment, reduction and reuse
of household waste. At the project company level, the Group’s projects regularly organised various activities
relating to philanthropy and environmental science popularisation, which helped enhance their ties with the local
communities and mutual support with the local residents.

During the year under review, on the back of its commitment to improving sustainable development, corporate
governance and social responsibility, the Group was awarded a number of domestic and international accolades
and honors. It became a strategic partner of the “Belt and Road” International Alliance for Green Development
and the Ecological Protection and Green Development of the Yangtze River Economic Belt, and ranked first in
the Top Ten Influential Solid Waste Treatment Enterprises in China for the eighth consecutive year. In addition,
the Group was named the “Most Honored Company” in the 2018 All-Asia (ex-Japan) Executive Team Rankings,
granted the Outstanding Listed Company Contributing to Reform and Opening-up Award at the 8th China
Securities Golden Bauhinia Awards 2018 in celebration of the 40th anniversary of China’s reform and opening-
up, awarded the Outstanding ESG Award 2018, as well as several award recognitions for excellence in business
management and corporate governance granted by the Asian Excellence Awards of Corporate Governance Asia.

In terms of sustainable development, the Group was once again included in RobecoSAM’s 2018 Sustainability
Yearbook and awarded the RobecoSAM Bronze Class Distinction. For the first time, it was included in the Green
Supply Chain CITI Index, which was jointly launched by the Institute of Public and Environmental Affairs and
the Natural Resources Defence Council. The Group ranked the 40th in the overall annual top 100 brand list,
the highest ranking in the environmental protection category. It also ranked the top among all environmental
protection enterprises that were included in the index. The Group also received the Best Social Responsibility
Brand Award at the China Charity Festival for the fourth consecutive year.
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The Group was included in the Dow Jones Sustainability Emerging Markets Index for the third consecutive year,
the only Chinese company in emerging markets (ex-Taiwan) to be included in the index. It was also selected as
a constituent stock of the Hang Seng Corporate Sustainability Index and included in the Hang Seng (Mainland
and Hong Kong) Corporate Sustainability Index for the fifth year running. The Group was again selected as a
constituent stock of both the FTSE4Good Index and the MSCI China Index.

Regarding operating results, the Group continued facilitating the concurrent development of its six major
business sectors during the year under review. Its revenue, profits before tax and profits attributable to equity
holders of the Company all recorded stable growth. The Group’s project construction continued progressing
rapidly, with the number of projects under construction hitting a record high, resulting in continued growth in
construction service revenue. The Group also saw significant growth in revenue from operation services, as
it continued reducing costs, expanding its income streams and enhancing efficiency, in addition to continued
growth in the number of operating projects. During the year under review, the Group’s consolidated revenue
amounted to HK$27,227,998,000, an increase of 36% over HK$20,043,116,000 in 2017. EBITDA amounted to
HK$8,994,788,000, an increase of 31% over HK$6,863,209,000 in 2017. Profit attributable to equity holders of
the Company was HK$4,319,235,000, 23% more than HK$3,509,990,000 recorded in the previous year. Basic
earnings per share for 2018 was HK85.77 cents, HK9.57 cents higher than restated amount of HK76.20 cents
in 2017. The Group has ready access to financing channels, with abundant capital and a healthy gearing ratio. It
also performed well across all financial indicators.
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During the year under review, the Group made substantial progress in expanding its financing channels, including
completing a rights issue that raised fund of approximately HK$10 billion; reaching a comprehensive strategic
cooperation agreement with the Shenzhen Branch of the Bank of China Limited, through which the Group
obtained up to RMB12 billion financial support; China Everbright Water Limited (“Everbright Water”), a subsidiary
of the Group, completed the issuance of the RMB-denominated corporate bonds, with an aggregate principal
amount of RMB800 million. The expansion of financing channels has provided diverse, long-term and stable
financial support for the Group’s next round of development, while actively responding and adjusting to the
volatility of RMB exchange rate. As at 31 December 2018, the Group had cash on hand of HK$15,974,480,000,
helping it maintain healthy gearing ratio and financial position.

The Group strives to enhance value for the Company’s shareholders (the “Shareholders”) and persists in sharing
development results with the Shareholders. To reward the Shareholders for their support and consider the
Group’s goal of pursuing long-term sustainable development, the Board has proposed to pay a final dividend
for the year ended 31 December 2018 of HK12.0 cents per share (2017: HK12.0 cents per share) to the
Shareholders. The total dividends for the year are to be HK24.0 cents per share (2017: HK24.0 cents per share).
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Environmental Protection Business BR{R ¥ 7§

As at 31 December 2018, the Group had secured 324 environmental protection projects, which command
a total investment of approximately RMB94.485 billion. Among these projects, 196 projects had completed
construction, with a total investment of approximately RMB43.787 billion; 57 projects were under construction,
with a total investment of approximately RMB26.052 billion; and 71 projects were in the preparatory stage, with
a total investment of approximately RMB24.646 billion.

During the year under review, the Group’s environmental energy, environmental water and greentech projects
generated a total revenue of HK$25,585,461,000, of which construction service revenue increased by 25% to
HK$16,598,756,000 and operation service revenue increased by 64% to HK$6,396,435,000, as compared with
2017. The proportions of revenue are as follows: construction service revenue 65%, operation service revenue
25% and finance income 10%.
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Major financial data relating to the three major environmental protection business sectors in 2018 are
summarised in the table below:

—NFZARRREBRRZEIBHMBEIEREBLT ¢

2017
EtF
Environmental  Environmental
Energy Water Greentech
Projects Projects Projects Total
RREFEE  BRKBER  GERRER ait

HK§'000 HK§'000 HK§'000 HK§'000
ERTT e eI BETT

(Restated) (Restated) (Restated)
(Ef) (Ef) (Ef)
Revenue Wi

- Construction senvices  —E#1R% 8,257,085 2112003 2050019 13,322,067
- Operation services -EeRK 1,469,952 878,426 1,047,358 3,895,736
- Finance income —BHBIA 1,332,691 601,204 79,75 2,013,650
11,009,728 3,591,633 4,580,092 19,231,453

EBITDA RHE BB

MERESEM
B 4,190,705 1,187,283 1,042,886 6,920,874

The Group has placed equal emphasis on generating social and economic benefits, which involves its commitment
to adhering to environmental protection and social responsibility, promoting energy conservation and emissions
reduction, with an aim of boosting economic, social and environmental benefits. During the year under review,
the Group processed 20,062,000 tonnes of household waste, 127,000 tonnes of hazardous and solid waste and
3,160,000 tonnes of agricultural and forestry waste, and generated 9,571,626,000 kWh of green electricity. This
output can support the annual electricity consumption needs of 7,976,000 households, which was equivalent to
saving 3,829,000 tonnes of standard coal while reducing carbon dioxide (CO,) emissions by 10,517,000 tonnes.
The Group also treated 1,271,248,000 m® of waste water, 4,349,000 m?® of leachate produced from waste-to-
energy plants, and reduced COD (Chemical Oxygen Demand) emissions by 692,000 tonnes. Since the Group’s
first environmental protection project commenced operation in 2005, it has processed an accumulated 69,221,000
tonnes of household waste, 691,000 tonnes of hazardous and solid waste and 7,295,000 tonnes of agricultural
and forestry waste, and generated 29,101,801,000 kWh of green electricity. This fulfilled the annual electricity
consumption needs of 24,252,000 households, which was equivalent to saving 11,641,000 tonnes of standard
coal while reducing CO, emissions by 31,884,000 tonnes, and preventing 3,783,234,000 trees from being cut
down. The Group has treated an accumulated 8,270,691,000 m?® of waste water and 13,933,000 m?® of leachate
produced from waste-to-energy plants, and reduced COD emissions by 3,120,000 tonnes.
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Setting HIGH BENCHMARKS
and Aspiring to be a

WORLD-LEADING Waste
Solutions Provider
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I. ENVIRONMENTAL ENERGY — * IR{RAEIR
A. Environmental Energy F - B{R8R
As at 31 December 2018, the Group had 93 waste-to-energy projects, 12 food waste treatment projects,
2 landfill leachate treatment projects, 2 methane-to-energy projects, 3 sludge treatment and disposal
projects, 1 fecal treatment project and 1 fly ash landfill project, with a total investment of approximately
RMB49.945 billion. These projects have a total designed annual household waste processing capacity
of approximately 31,791,500 tonnes, which can generate annual on-grid electricity of approximately
10,061,250,000 kWh. The total designed annual sludge treatment capacity is approximately 73,000
tonnes, and the total designed annual food waste treatment capacity is approximately 658,825 tonnes.

During the year under review, in terms of market expansion, the Group secured 28 new projects
and 2 supplementary agreements for its existing projects, with a total investment of approximately
RMB14.992 billion. Among these projects, there were 18 waste-to-energy projects and 2 supplementary
agreements for existing waste-to-energy projects of the Group, commanding a total investment of
approximately RMB13.953 billion, with an increase of designed daily household waste processing
capacity by 23,100 tonnes, up by 71% as compared with 2017. In addition, the Group secured 6 food
waste treatment projects, commanding a total investment of approximately RMB613.2 million, with an
increase of designed daily food waste processing capacity by 1,155 tonnes. The Group also secured
2 landfill leachate treatment projects, 1 fecal treatment project and 1 fly ash landfill project, which
command a total investment of approximately RMB426 million.
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During the year under review, in respect of the waste-to-energy projects, the Group expanded into
new provinces, namely Hubei Province and Jiangxi Province, in addition to Tianjin, a municipality under
the direct administration of the Chinese government. As a result, the Group’s business footprint spans
76 locations across 14 provinces in China, in addition to Vietnam.

Regarding operation management, the environmental energy sector continued adhering to its
operational philosophy of “Pursuing Excellence and Close to Zero Discharge”, and ensured that all of
its projects comply with relevant emissions standards and operate efficiently. During the year, average
electricity generated by waste reached 350 kWh per tonne, with integrated power consumption ratio
of approximately 15%. The Group’s role as an industry benchmark has become more prominent, with
10 of its waste-to-energy projects awarded the “National AAA-rated Waste-to-energy Project”. This
helped further consolidate the Group’s leading position in the waste-to-energy field. During the year, the
environmental energy sector obtained various subsidies of approximately RMB164 million in total.

Regarding project construction, during the year under review, 15 projects completed construction and
commenced operation, commanding a total investment of approximately RMB4.247 billion. Among
these projects, 13 waste-to-energy projects completed construction and commenced operation,
commanding a total investment of approximately RMB4.116 billion with a total designed daily household
waste processing capacity of 7,500 tonnes; and 2 landfill leachate treatment projects completed
construction and commenced operation. In addition, 20 projects commenced construction during
the year, commanding a total investment of approximately RMB11.784 billion. Among these projects,
15 waste-to-energy projects commenced construction, commanding a total investment of approximately
RMB11.332 billion with a total designed daily household waste processing capacity of 17,750 tonnes.
These projects are expected to complete construction and commence operations in 2019 and 2020.
In the meantime, 3 food waste treatment projects also commenced construction, commanding a total
investment of approximately RMB321 million with a total designed daily food waste processing capacity
of 675 tonnes. Moreover, there were 2 landfill leachate treatment projects commenced construction,
commanding a total investment of approximately RMB131 million.
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As at 31 December 2018, 56 waste-to-energy projects commenced operations, commanding a total
investment of approximately RMB22.919 billion and with a total designed daily household waste
processing capacity of 46,600 tonnes. In the meantime, the Group had 21 waste-to-energy projects
under construction, commanding a total investment of approximately RMB15.342 billion, with a total
designed daily household waste processing capacity of 24,650 tonnes. It also had 16 waste-to-energy
projects in the preparatory stage, commanding a total investment of approximately RMB10.103 billion,
with a total designed daily household waste processing capacity of 15,850 tonnes.

During the year under review, the Group’s environmental energy projects processed a total of
18,236,000 tonnes of household waste, an increase of 55% as compared with 2017. All projects
generated 5,419,543,000 kWh of on-grid electricity in total, an increase of 58% as compared with 2017.
Environmental energy projects contributed an EBITDA of HK$5,407,348,000, an increase of 29% as
compared with 2017. Environmental energy projects contributed a net profit attributable to the Group
of HK$3,424,444,000, an increase of 27% as compared with 2017. The increase in profit was mainly
attributable to the significant growth in revenue from operation services, due to the continuing increase
in the aggregate processing capacity of the operating projects.
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Major operating and financial data of the environmental energy projects in 2018 are summarised in the
table below:

—N\FRRERBER 2T BEELHMBEEREBWT ¢

2017
S
Environmental energy projects RIREERIE R
Waste processing volume (tonnes) SR RIEE () 11,743,000
On-grid electricity (MWh) FRESEKER) 3,432,697
EBITDA (HK$’000) FRAE ~ TIE - 78 S SE Al
BN (BEFT) 4,190,705
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B. Environmental Protection Industrial Parks & - BRE%£E

During the year under review, the Group continued to uphold the philosophy of “Integrated Planning,
Logical Arrangements, Efficient Land Utilisation and Centralised Handling” to steadily carry out the
planning and construction of environmental protection industrial parks. It also strived to build the parks
into advanced environmental protection industrial parks, and to transform them into bases that promote
industrial tourism and environmental education.

As at 31 December 2018, the Group has built 12 environmental protection industrial parks featured
with the Chinese characteristics. These industrial parks are located in Suzhou, Changzhou, Sugian,
Zhenjiang New District, Yixing, Lianyungang Xuwei New District, Nanjing and Xinyi of Jiangsu Province,
Weifang of Shandong Province, Ganzhou of Jiangxi Province, as well as Lankao County and Ruzhou
City of Henan Province. In the future, the Group will adhere to its corporate core value and principle of
“Producing Quality Projects and Building a Quality Brand”, and further advance the designs, operation
and management of its environmental protection industrial parks.
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As at 31 December 2018, the Group held a 75.24% stake in Everbright Water, which is listed on the
Mainboard of Singapore Exchange Securities Trading Limited. Everbright Water had 87 municipal waste
water treatment projects (including 2 upgrading projects and 4 sludge treatment and disposal facilities),
7 industrial waste water treatment projects, 1 leachate treatment project, 6 water environment management
projects, 3 water supply projects, 5 reusable water projects and 2 waste water source heat pump projects,
commanding a total investment of approximately RMB18.74 billion. These projects have an aggregate
designed annual waste water treatment capacity of approximately 1,683,234,000 m® and have an annual
reusable water supply capacity of approximately 44,384,000 m3. The waste water source heat pump
projects are built to offer heating and cooling services to an area of 295,000 m?. The water supply projects
have a designed daily water supply capacity of 250,000 m?®.

On 3 August 2018, Everbright Water announced that it had submitted a listing application to The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) to list its ordinary shares on the Main Board of the
Stock Exchange, in order to achieve a dual listing status in both Singapore and Hong Kong, with an aim of
attracting different investors, broadening its shareholder base and promoting the long-term development.
The dual listing process is currently underway smoothly. Separately, during the year under review, Everbright
Water completed the issuance of the second tranche of its RMB-denominated corporate bonds with an
aggregate principal amount of RMB800 million. This helped to broaden its financing channels.

HEZ —)\$+ A=Z4+—8 AEERBEXAKBE75.24%0Eam o X R KBAFTMEZFLERSMBERA
AIERETAR  ARAEASTEAESKEREE (KT 2@AEERENEIRM4BASEEEEERER
M) - 7{II%/’57J<J%IEIE\E 1EZ2ERRIEER  6A/KIRIBRIEIER « 3EMKIER  5@FP/KEAEE &
2ENSARBRIER - PRABKENARME8T 48T o SRETHBRFIS/KEIE E491,683,234,0003 77K ~ F
IK#)44,384,00037 F5 K : J5KREIRIE B A295,000F Ak EEREEHAZ LSRG - /KIBERFTAHEKSEE
250,00032 75 K °
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In terms of market expansion, during the year under review, Everbright Water secured 15 new projects
and signed 4 supplementary agreements for its existing projects, commanding a total investment of
approximately RMB3.579 billion and an aggregate designed daily water treatment capacity of 476,600 m?3.
Those projects include several upgrading and expansion projects and auxiliary facilities to Everbright Water’s
existing projects. This does not only demonstrate its effort in complying with relevant discharge standards
and ensuring stable operations over the years has gained trust and support from the local governments
and residents, but also has laid a good foundation for water treatment services with higher standards and
efficiency in the future.

In terms of project construction, during the year under review, Everbright Water had 9 new projects under
construction, commanding a total investment of approximately RMB1.499 billion. These projects included
8 waste water treatment projects, with a total designed daily waste water treatment capacity of 280,000 m?®.
These projects also included 1 water supply project with a designed daily water supply capacity of
50,000 m?. In addition, 9 projects completed construction and commenced operation, commanding a total
investment of approximately RMB960 million and a total daily waste water treatment capacity of 30,000 m?.
These projects included 8 waste water treatment projects and 1 water environment management project.

In terms of operation management, during the year under review, Everbright Water continued the promotion
of its “Intelligent Water” management system and pilot programs at the project level in order to enhance
the projects’ operational efficiency. During the year under review, 18 waste water treatment plants located
in Shandong, Jiangsu and Liaoning received regulatory approval to effect tariff hikes, ranging from 1%
to 165%. In addition, multiple projects received awards and recognitions from governments at central,
provincial and municipal levels, including: 5 municipal waste water treatment plants were recognised as the
“Outstanding Waste Water Treatment Plant” by Jiangsu Provincial Department of Housing and Urban-Rural
Development. In addition, Jiangsu Xinyi Economic Development Zone Waste Water Treatment Project was
listed as one of the “2017 Case Study on Third-party Treatment for Industrial Park Environmental Pollution”
by the MEE. During the year, Everbright Water obtained various subsidies of exceeding RMB80 million in

total.
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During the year under review, Everbright Water explored opportunities and made good progress
in enhancing its core technology industrial chain. It set up a joint-venture company in Germany,
E+B Umwelttechnik GmbH, with an aim of establishing overseas business channels and promoting its core
technologies globally; it jointly incorporated Hebei Xiong’an Huashen Water Engineering Technology Limited
with its partners, focusing on the research and development (“R&D”) of wading and hydraulic engineering
technology, equipment, new materials, among others; it also acquired Xuzhou Municipal Engineering
Design Institute Co., Ltd., strengthening its capabilities and enriching its experience in the field of municipal
engineering design.

As at 31 December 2018, Everbright Water had 72 municipal waste water projects in operation (including
projects in trial run), 5 industrial waste water treatment projects in operation (including projects in trail
run), and 1 municipal waste water project that had completed construction. These projects command a
total investment of approximately RMB9.066 billion and have a total designed daily waste water treatment
capacity of 3,865,000 m®. In addition, Everbright Water had 13 projects under construction, commanding
a total investment of approximately RMB4.961 billion, including 9 waste water treatment projects, with an
aggregate designed daily waste water treatment capacity of 290,000 m?3, 2 water environment management
projects, and 2 water supply projects.

During the year under review, the environmental water projects treated 1,271,248,000 m® of waste water.
Environmental water projects contributed an EBITDA of HK$1,437,774,000, an increase of 21% when
compared with 2017. Environmental water projects contributed a net profit attributable to the Group of
HK$512,290,000, an increase of 29% when compared with 2017. The increase was mainly due to the
significant growth in revenue driven by continual expansion of the business.

BEFERN RAKEERDTERORMERH#E T BET TASRR  HPBE  KIZEBEAELQA
E+B Umwelttechnik GmbH » B8N R HRE @ A RO KRB ES BB AFRARTEE R
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Major operating and financial data relating to the Group’s environmental water projects in 2018 are
summarised in the table below:

—N\FREKBEE T BELHEFHBEBEBENT

2017
—tF
Environmental water projects RRKIEIEE
Waste water treatment volume (000 m3)  5/KERIBE(F2HK) 1,187,615
EBITDA (HK$’000) BRFLE - BB TER
BiHn AN (BB T T) 1,187,283
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As at 31 December 2018, the Group held a 69.7% stake in China Everbright Greentech Limited (“Everbright
Greentech”), which is listed on the Main Board of the Stock Exchange, had 93 projects, including
51 integrated biomass utilisation projects, 33 hazardous and solid waste treatment projects, 7 solar energy
projects and 2 wind power projects, all of which command a total investment of approximately RMB24.305
billion. The aggregate annual designed processing capacity of biomass raw materials was 8,699,800
tonnes; the annual household waste processing capacity was approximately 3,412,750 tonnes; the annual
hazardous and solid waste treatment capacity stood at approximately 998,030 tonnes; the annual on-grid
electricity generation was approximately 7,120,003,000 kWh; and the annual heat supply was approximately
2,112,000 tonnes. In addition, Everbright Greentech tapped into environmental remediation field during the
year under review. It has undertaken a total of 9 environmental remediation services, with a total contract
value of approximately RMB187 million.

Riding on its rapid and sound development momentum, Everbright Greentech was selected for the first
time as a Constituent Stock of the Hang Seng Corporate Sustainability Benchmark Index during the year
under review. This recognition demonstrates that Everbright Greentech is well recognised by the market
and investors for its environmental protection contribution, social responsibility and corporate governance.
In addition, as a committee member of the Biomass Energy Industry Promotion Association under China
Industry Association for the Promotion of Industrial Development, Everbright Greentech proactively
coordinated and promoted the making of biomass-related policies, and advocated the imposition of
industrial self-discipline, which further enhanced its influence and discourse right in the industry during the
year under review.

HE-_ZTE—NF+ZA=1+— Ei AEBFAFRAAREZEGRARERAB ([ HAAXEBIRIIR])69.7%MiED - XK
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7{EYREEEIEE &2flﬂalﬁa BIGEH ANRME243.05187T « BRFHRE AT RIEAYE R 498,699,800 mﬁ
FRIBEENINLS,412,750WF - FFEE 1 FF & [E BE£9998,030MF + F 4B £477,120,003, OOO?E% FHz
2#2,112,0000F - 50 + A RGZERRNBBEFE RN RRIBEESEYE, - HEAZRIEREBERY - £ H\Lﬁ%ﬁi
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In terms of market development, during the year under review, Everbright Greentech secured
15 new projects, commanding a total investment of approximately RMB4.953 billion; it also undertook
9 environmental remediation services, with a total contract value of approximately RMB187 million. These
projects include: 8 integrated biomass utilisation projects, commanding a total investment of approximately
RMB2.697 billion, with an aggregate designed daily household waste processing capacity of 3,100 tonnes
and an annual biomass raw materials processing capacity of 600,000 tonnes; 7 hazardous and solid waste
treatment projects, commanding a total investment of approximately RMB2.256 billion, with an annual
hazardous and solid waste treatment capacity of 364,050 tonnes.

During the year under review, Everbright Greentech tapped into new markets in 5 provinces, including
Zhejiang, Gansu, Fujian, Liaoning and Shaanxi, facilitating the Group to further expand its footprint to Gansu
and Fujian provinces.

Regarding project construction, during the year under review, Everbright Greentech had 12 projects that
completed construction and commenced operation, commanding a total investment of approximately
RMB3.149 billion. These projects include: 7 integrated biomass utilisation projects, commanding a
total investment of approximately RMB2.192 billion, with an aggregate designed daily household waste
processing capacity of 1,200 tonnes and a designed annual biomass raw material processing capacity of
1,189,800 tonnes; 5 hazardous and solid waste treatment projects, with a total investment of approximately
RMB957 million, and a designed annual hazardous and solid waste treatment capacity of 83,000 tonnes.
Besides, 2 environmental remediation services completed relevant remediation works during the year under
review. Additionally, Everbright Greentech had a total of 16 projects under construction throughout the year
under review, hitting a historical high. These projects include: 10 integrated biomass utilisation projects, with
a total investment of approximately RMB2.906 billion, a designed daily household waste processing capacity
of 1,150 tonnes, and a designed annual biomass raw materials processing capacity of 2,050,000 tonnes;
6 hazardous and solid waste treatment projects, with a total investment of approximately RMB1.106 billion
and a designed annual hazardous and solid waste treatment capacity of 113,000 tonnes. Other than that,
8 environmental remediation services started relevant services during the year. During the year under review,
Everbright Greentech obtained various subsidies exceeding RMB97 million.
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As at 31 December 2018, Everbright Greentech had 43 projects in operation, commanding a total
investment of approximately RMB9.675 billion. These projects include 22 integrated biomass utilisation
projects, 12 hazardous and solid waste treatment projects, 7 solar energy projects and 2 wind power
projects, with a designed daily household waste processing capacity of 2,800 tonnes, an annual processing
capacity of biomass raw materials of 4,269,800 tonnes and an annual hazardous and solid waste treatment
capacity of approximately 213,980 tonnes. Everbright Greentech had 18 projects under construction,
commanding a total investment of approximately RMB5.224 billion, including 14 integrated biomass
utilisation projects and 4 hazardous and solid waste treatment projects. These projects have a designed
daily household waste processing capacity of 2,150 tonnes, an annual processing capacity of biomass raw
materials of 2,800,000 tonnes and a designed annual hazardous and solid waste treatment capacity of
93,000 tonnes. Additionally, Everbright Greentech had 32 projects that were in the preparatory stage, which
command a total investment of approximately RMB9.406 billion, including 15 integrated biomass utilisation
projects and 17 hazardous and solid waste treatment projects, with a designed daily household waste
processing capacity of 4,400 tonnes, an annual processing capacity of biomass raw materials of 1,630,000
tonnes and an annual hazardous and solid waste treatment capacity of approximately 691,050 tonnes.

During the year under review, greentech projects generated aggregate on-grid electricity of 2,873,871,000 kWh,
an increase of 72% as compared with 2017. Greentech projects contributed an EBITDA of
HK$2,179,350,000, a 41% increase over 2017; net profit attributable to the Group was HK$941,558,000,
a 20% increase over 2017. The increase in profit was mainly due to the significant increase in both
construction and operation service revenues as compared with 2017.

HE-_Z—N\F+_A=1+—H XAGECRELEIZEAELHEE  FREAREHARIE.75(E T » B1E22E
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Major operating and financial data of the greentech projects in 2018 are summarised in the table below:

“E-)\FHRERFRABZIZELEYBHERENT ¢

2017
—TE—tF
Greentech projects FERRER
Waste processing volume (tonnes) PRI = (1A 249,000
Biomass raw materials processing EYE RV ERIEE (M)
volume (tonnes) 1,685,000
Hazardous and solid waste treatment EEkEERES ()
volume (tonnes) 113,000
On-grid electricity (MWh) FHREECKER) 1,667,503
EBITDA (HK$’000) BRFLE - BB TER
BiHA BN (BB TIT) 1,542,886
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IV. ENVIROTECH T - IRIBRHE
The envirotech sector continued acting as a core driving force behind the Group’s growth during the Group’s
latest round of development. As a result, the Group stepped up its effort in technological development and
was fully committed to enhancing its core technological competencies through technological advancement,
with an aim of facilitating the Group to transform from a traditional company into an advanced enterprise.

During the year under review, the Group achieved significant progress in the commercialisation of
technological research results, as it boosted its effort in technological development. In the area of solid
waste treatment, envirotech collaborated with the Group’s environmental energy sector to develop a set of
technologies relating to high-parameter, high-speed turbine generator, the first of such types in China, at
Jiangyin Waste-to-energy Project Phase Ill, which is able to generate electricity of 600 kWh per tonne of
waste. Envirotech developed plasma melting technology for the treatment of fly ash that is generated from
waste-to-energy process and completed the design of a set of systematic process with the processing
capacity of 30 tonnes per day; with independent intellectual property rights, this technology facilitates
Zhenjiang Waste-to-energy Project to become a benchmark project, and also laid a solid foundation for
the localisation and industrialisation of such technology. Envirotech also developed flue gas recirculation
technology, which was successfully applied to 12 projects of the Group, including Shouguang Waste-to-
energy Project, Zouping Waste-to-energy Project and Laiyang Waste-to-energy Project, etc. In addition,
envirotech developed an automatic combustion control (ACC) system, which had been applied to 21 waste-
to-energy projects; this combustion system enabled these projects to realise full automatic control of the
waste incineration system, alleviates the operators’ workload of these projects and ensures stable loading
and outputs. In the area of water environment management, envirotech developed different techniques
and processes that continued boosting the Group’s core technological competitiveness, including: a
set of process relating to biological aerated filters with Everbright’s characteristic that delivers effective
denitrification results, the development of a set of process relating to high-density sedimentation tank with
independent intellectual property rights, and also designed a set of new type devices for the integrated
treatment of rural waste water.
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During the year under review, envirotech was approved to establish a substation under a national
postdoctoral research center. Everbright Environmental Protection Technology Institute, which is based in
Nanjing City, was accredited as one of the “Independent Research and Development Institution Affiliated
with Major Leading Enterprises” by Jiangsu Provincial Department of Science and Technology. Moreover,
envirotech had two sets of technologies that passed appraisals by experts from the Chinese Society
for Environmental Sciences, namely the integrated treatment technology for household and food waste
incineration and the PNCR technology for waste incineration. Envirotech obtained various technology
subsidies of approximately RMB9.60 million in total by the government during the year.

Envirotech’s design institute was renamed as Everbright Eco-environment Design and Research Institute,
and secured a number of certificates, including a Grade-B solid waste treatment project design certificate
and a Grade-B power transmission project design certificate, as well as a Grade-B power generation
(including thermal, hydro- and nuclear power and new energy) and a Grade-B consultation certificate of
municipal utility project. In addition, Everbright Analysis and Testing Center already commenced operation,
was accredited by the China Metrology Accreditation (CMA) and received 62 accreditations for its testing
capabilities.

In respect of technology exchange, the Group continued looking for collaboration and exchange in
technological innovation, with an open and flexible manner. During the year under review, the Group
signed a contract with Qingdao University of Technology (“QUT”) to jointly launch Everbright-QUT Research
Institute of Environmental Technology, the first dioxin testing and control engineering research center in
Shandong Province. The institute targets to begin with high standard dioxin testing services and become a
national examination and testing authority. It aims to become a national platform with international standard
that integrates testing services, technological R&D, technological consultation and social services in the
environmental sector.

During the year under review, the Group was granted a total of 212 patents and software copyright licenses,
including 1 international invention patent and 8 domestic invention patents, 187 utility invention patents, and
16 software copyright licenses. The Group also published a book named Leachate Treatment Technology
and Engineering for Waste Incineration Plants. During the year under review, the Group’s multi-step hydraulic
mechanical waste grate furnace and its control method was granted a letter of patent by the Indonesian
authorities.
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V. EQUIPMENT MANUFACTURING F - ##®liE
In 2018, the Group closely adhered to the national policy trends and grasped development opportunities
accordingly. Through the implementation of key initiatives, such as acquisition of talent, enhancement of
technology capacity, launch of new products, enhancement of productivity and offering of excellent services,
the Group’s equipment manufacturing sector achieved a new round of growth, with external sales posting
excellent results. As a result, the sector’s overall competitiveness was continued being enhanced.

In terms of sales performance, the Group secured 31 external sales contracts in 2018. A total of 75 sets
of equipment were sold to external markets, an increase of 25% as compared with 2017. The equipment
sold consisted of 35 sets of grate furnaces, with the 750 tonnes/day grate furnace successfully entering the
Indian market; 25 sets of gas purification systems; and 15 sets of leachate treatment systems. The contracts
secured in 2018 had a total value of approximately RMB1.555 billion, double that of 2017.

In terms of equipment supply and services, during the year under review, the Group commenced a total of
39 service items that span across 15 provinces in China and Vietnam. These include an EPC project and
2 equipment contracting projects. In 2018, the Group provided 60 sets of grate furnaces to its internal
projects, with production capacity up by 36% as compared with 2017. In 2018, these furnaces contributed
a total designed daily waste processing capacity of 32,400 tonnes, up by 84% compared with 2017. In
2018, the Group sold 23 sets of grate furnaces, 18 sets of gas purification systems and 11 sets of leachate
treatment systems.
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Separately, after-sales services of the equipment manufacturing sector contributed more economic benefit,
with the total contract value of the after-sales services increased by 4.6 times from 2017 to RMB29 million,
the first time ever that this figure surpassed RMB10 million. The number of after-sales services projects was
66 in total, up by 40% as compared with 2017, including 48 internal projects and 18 external projects.

In terms of new technology and new product development, the Group’s self-developed technology capability
was improved remarkably. In 2018, the Group completed 17 design optimisation projects and 16 design
projects as the sole designer. It also developed 4 new products, including the self-developed 850 tonnes/
day grate furnace, which is by far the largest grate furnace manufactured in China. The Group three core
technologies were recognised among the “Top 100 Technologies relating to Environmental Protection by the
International Think Tank”, which was announced by the Foreign Economic Cooperation Office and Chinese
Research Academy of Environmental Sciences. During the year under review, equipment manufacturing
obtained various subsidies totalling approximately RMB12 million.

Moreover, the Group’s equipment manufacturing centre, which is based in Changzhou City, commenced the
construction of its phase Il during the year under review. This expansion also provides additional production
capacity for core equipment and a solid foundation for the Group to explore new business opportunities in
the promising equipment manufacturing market.
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Eco-recycling & & & iF

ECO-RECYCLING BUSINESS
with BRIGHT PROSPECT
s F R =2 iy

VI. ECO-RECYCLING /X * &£ &R

As the increasing urbanisation trend over the recent years in the PRC, which has been driving consumption,
investment and the upgrading of industrial structure, living standards in urban and rural areas have been
improving accordingly. The demands for the improvement of urban and rural environment have been
increasing. In view of this, the Group established the eco-recycling sector in 2018. As the Group’s new
business sector, the eco-recycling sector mainly focuses on environmental services and renewable
resources utilisation, with an aim of becoming China’s first-class investor, operator and services provider in
the area of integrated urban-rural environmental management.

The eco-recycling sector is committed to the expansion of business in the areas of household waste sorting,
sanitation services and renewable resources untilisation. Household waste sorting involves the development
and operation of waste sorting systems, including household waste sorting and loading from the sources,
collection and transportation of sorted waste, circulation of sorted renewable resources and information
management platform services, among others. Sanitation services involve integrated environmental
sanitation services, including urban-rural cleaning, development, operation and management of household
waste collection and transportation systems, sanitation+ services, intelligent sanitation management, among
others. Renewable resources utilisation focuses on disposal of large waste and yard waste, treatment of
construction and refurbishment waste, and disposal of electronic waste. The sector aims to develop a
nationwide network management platform on renewable resources trading and a full-chain business system
on waste sorting and resources utilisation.

The eco-recycling sector is currently exploring new technologies and business models. By leveraging on the
Group’s other major business sectors, it will gradually develop a full-chain business system that ranges from
waste collection till end disposal.
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International Business B s ¥ #&

EYES ON THE WORLD
for Boundless Opportunities

weR A R e T PR

VII.INTERNATIONAL BUSINESS + - B 7
During the year under review, the Group continued closely following China’s overseas development
strategies like the “Belt and Road” initiative. By leveraging on its advantages in investment, operation,
management, technology and equipment, the Group proactively looked for exchange and communication
opportunities globally, with an open, co-operative and win-win attitude, in an effort to increase the proportion
of its overseas business in its overall business.

As at 31 December 2018, the Group had 3 overseas environmental protection projects in Germany, Poland
and Vietnam. During the year under review, the Group’s German Ground Solar Energy Project operated
smoothly, providing stable electricity to the local communities for a long time. Separately, as the Group’s first
overseas acquisition project, NOVAGO Sp. z 0.0. contributed revenue of HK$473,170,000 and an EBITDA
of HK$133,864,000 during the year under review.

During the year under review, Can Tho Waste-to-energy Project in Vietnam, the Group’s first overseas
waste-to-energy project, completed construction and commenced operation. The project has become
Vietnam'’s first high-standard, advanced waste-to-energy project. The Group is committed to developing the
project into a local and regional benchmark, with an aim of further expanding the markets in Vietnam and
even the Southeast Asian region.
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In February 2018, the Group was granted a loan of US$100 million from Asian Development Bank (“ADB”),
following the signing of a loan agreement to focus on the development of waste-to-energy market in
Vietnam. Pursuant to the loan agreement, both parties will work together to develop household waste-to-
energy projects in various cities in Vietnam, to promote the harmless treatment, reduction and reuse of
urban household waste in the local areas. In October 2018, the Group won the bidding for Vietnam’s Hue
Waste-to-energy Project, which commands an investment of approximately US$59.05 million (equivalent
to approximately RMB400 million) and has a designed daily household waste processing capacity of 400
tonnes. Equipped with a power generator of 7.5 MW, the project will be constructed in parallel with a fly
ash landfill site. The core equipment of the project will adopt the self-developed equipment by Everbright
International, including a grate furnace system, a gas emission treatment system and a leachate treatment
system, with gas emissions fully complying with the EU Industrial Emissions Directive 2010/75/EU (“Euro
2010 Standard”).

AEBR T N\F - AEGMFEEERIT([DETDERIER DS BESZTIRE1EETERT THENFESE
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BUSINESS PROSPECTS %% EE

Looking at the global landscape in 2019, profound changes are in motion. The uncertainty and instability of
the international environment are intensifying, while international relations are undergoing deep and complex
changes. In the domestic market, the year of 2018 saw the beginning of the trade dispute between China and
the U.S., bringing with new significant challenges to China’s economic development and changes to its external
environment.

Despite the difficult and complex domestic and external environment, countries around the world have not
changed their political will and demand to resolve climate change and improve environmental quality. China
has made continuous effort to promote ecological conservation, enhance the protection of the ecological
environment, and prevent and control pollution. On 2 December 2018, the United Nations Climate Change
Conference was held in Katowice, Poland, during which delegates agreed on how to put the Paris Agreement
into practice. The Paris Agreement shows that the worldwide green and low-carbon transformation is
irreversible. Furthermore, China’s Central Economic Work Conference reiterated that “in 2019, China needs to
continue improving pollution prevention and management, focusing on putting in greater effort and investing
more resources into the implementation of the battle for a blue sky.” In order to continue making smooth
progress in pollution prevention and control, the country will need to do its best within its capabilities to
overcome obstacles in this protracted battle, with determination, confidence, patience and perseverance. During
this golden era for the industry’s development, the Group will devote itself to solidifying its existing businesses
and markets, and extending its business chain, so as to promote further development of its seven major business
sectors in 2019.
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The environmental energy sector, while solidifying its leading position in the domestic market, will seek
breakthroughs across different areas such as technology, management, market expansion, environmental
standards, among others. The environmental water sector will grasp opportunities arising from government
policies related to the water industry, and pursue sustainable development through technological innovation. The
greentech sector will continue focusing on innovation and organic growth, and seize opportunities presented by
policies and industry trends, to further drive its development in terms of business penetration and expansion.
The envirotech sector will focus on overcoming technical hurdles relating to the environmental protection
techniques, and plays an important role as the Group’s platform for technology R&D, so as to become an
engine that facilitates the Group’s innovation and development, as well as providing first-class technical support
to all the other business sectors of the Group. The equipment manufacturing sector will continue focusing
on technical innovation, by adhering to its development strategy of “carrying out in-house R&D, importing
advanced technologies, and encouraging joint development, with support from industrial-academic research
collaboration” to further improve the quality of its one-stop integrated environmental equipment services, as
well as to proactively promote the simultaneous growth of both internal supply and external sales. The eco-
recycling sector, the Group’s new business sector, is devoted to exploring business areas such as waste sorting,
environmental and sanitary services and renewable resources utilisation; by leveraging on the other business
sectors of the Group, it targets to develop a full-chain business system that ranges from waste collection till end
disposal. The international business sector will continue to follow the country’s overseas development strategies,
such as the “Belt and Road” Initiative, to accumulate overseas business experience, and to diversify its business
models such as “going global by forging business alliances with other partners” and “reaching multilateral
collaborations”, and to explore good overseas business opportunities in a cautious manner.
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Over the past 15 years, the Group has put great effort into progressing forward. Starting from scratch, it has
grown from a small company to a large group, with advantages in scale, quality, technology and culture, which
combine to form the Group’s golden brand. Looking forward, as the flagship of China Everbright Group’s
“Four, Three, Three” Initiative, the Group will develop with efficiency and vitality as an overseas enterprise,
and demonstrate responsibility and capability as a state-owned enterprise. By continuing its strong growth
momentum in 2018, the Group will closely follow the national policies, identify market trends, keep its strategic
focus, and adhere to China Everbright Group’s key themes for transformation, namely “Agility, Technology and
Ecology”, so as to achieve a steady growth and stable progress, amidst changing environment. By adhering
to its corporate mission of “Creating Better Investment Value and Undertaking More Social Responsibility”,
the Group will continue carrying out its six strategic areas of work, namely to boost scale and efficiency, to
strengthen quality of services and brand, and to drive growth through innovation and talent management, in
order to continuously enhance its overall strength.

The Group firmly believes that, with the support of China Everbright Group’s strategies and resources, and the
trust and expectation of all social circles, it will continue leveraging its advantages in scale, quality, technology
and brand to continue its effort in the future. The Group will foster new dynamics for innovation-driven
development, and solidify the domestic market and expand overseas market, marching towards its strategic
target of “Striving to Become a World-leading Ecological and Environmental Group.”
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Financial Results 81§ #4&

In 2018, the Group’s consolidated revenue amounted to HK$27,227,998,000, an increase of 36% over
HK$20,043,116,000 in 2017. The increase in revenue was mainly attributable to the construction of record
high number of projects bringing higher construction service revenue and rise in operation service revenue
as a result of continuous increment of operating capacity during the year. Consolidated gross profit was
HK$9,430,596,000, an increase of 32% over HK$7,132,515,000 in 2017. The Group’s consolidated gross
margin slightly decreased by 1 percentage point to 35% as compared with last year. The EBITDA amounted to
HK$8,994,788,000, an increase of 31% over HK$6,863,209,000 in 2017. Profit attributable to equity holders
of the Company for 2018 was HK$4,319,235,000, 23% more than HK$3,509,990,000 as compared with last
year. Basic earnings per share for 2018 were HK85.77 cents, HK9.57 cents more than the restated amount of
HK76.20 cents in last year.
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Financial Position B3k R

As at 31 December 2018, the Group’s total assets approximately amounted to HK$95,121,637,000 with
net assets amounting to HK$40,695,339,000. Net asset value per share attributable to equity holders of the
Company was HK$5.523 per share, representing an increase of 10% as compared to HK$5.031 per share as at
the end of 2017. As at 31 December 2018, gearing ratio (total liabilities over total assets) of the Group was 57 %,
a decrease of 4 percentage points as compared with that of 61% as at the end of 2017.
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Financial Resources 811§ &R

The Group adopts a prudent approach on cash and financial management to ensure proper risk control and
low cost of funds. It finances its operations primarily with internally generated cash flow and loan facilities
from banks. During the year under review, the Group has raised an actual net proceeds of HK$9,924,123,000
by way of rights issue to support its business development. As at 31 December 2018, the Group had cash
and bank balances of HK$15,974,480,000 representing an increase of HK$5,136,116,000 as compared
to HK$10,838,364,000 at the end of 2017. Most of the Group’s cash and bank balance, representing
approximately 95%, was denominated in Hong Kong dollars and Renminbi.
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Borrowings B &R

The Group is dedicated to enhancing the ways of financing and improving banking facilities to reserve funding
to support the development of the environmental protection business. As at 31 December 2018, the Group had
outstanding borrowings of HK$38,526,167,000, representing an increase of HK$7,072,164,000 as compared
to HK$31,454,003,000 at the end of 2017. The borrowings included secured interest-bearing borrowings
of HK$16,383,301,000 and unsecured interest-bearing borrowings of HK$22,142,866,000. The borrowings
are mainly denominated in Renminbi, representing approximately 52% of the total, and the remainder is
denominated in Hong Kong dollars, US dollars and Polish zloty. Most of the borrowings are at floating rates. As
at 31 December 2018, the Group had banking facilities of HK$53,496,404,000, of which HK$17,047,840,000
have not been utilised. The banking facilities are of 1 to 21 years terms.
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Foreign Exchange Risks #ME & &

The Company’s financial statements are denominated in Hong Kong dollars, which is the functional currency of
the Company. The Group’s investments made outside Hong Kong (including mainland China) may incur foreign
exchange risks. The Group’s operations are predominantly based in China, which makes up over 98% of its
total investments and revenue. The Group’s assets, borrowings and major transactions are mainly denominated
in Renminbi, and as such, it forms a natural hedging effect. With this in mind, the Group also pursues an
optimal allocation of borrowings in different currencies while setting appropriate levels of borrowing in non-base
currencies, and adoption of proper financial instruments to closely manage foreign exchange risk.
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Pledge of Assets ¥ E i

Certain banking facilities of the Group were secured by revenue and receivables in connection with the Group’s
service concession arrangements, bank deposits, mortgages over property, plants and equipment, and prepaid
land lease payments and the equity interests of certain subsidiaries of the Company. As at 31 December 2018,
the aggregate net book value of assets and equity interests in subsidiaries pledged amounted to approximately
HK$33,100,358,000.
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Commitments &iE
As at 31 December 2018, the Group had purchase commitments of HK$8,542,181,000 outstanding in
connection with the construction contracts.

RZF-N\F+_A=+t—8 AEBERBESHMAI# 2 RBEAIEHE¥S8,5642,181,0007T °

Contingent Liabilities B & &

As at 31 December 2018, the Company granted financial guarantees to a subsidiary. The Board does not
consider it probable that a claim will be made against the Company under the guarantees. The maximum liability
of the Company as at 31 December 2018 for the provision of the guarantees was HK$402,215,000.
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Internal Management &2} &2

The Group adheres to its management principles, “People-oriented, Pragmatism, Creativity and Systematic
Management”, and built a comprehensive management structure to maximise internal efficiency. The Company’s
management holds Management Decision Committee meeting on a monthly basis to review current operations
and management, ensuring its sustainable development. The responsibilities of each department and business
sector of the Company are clear with various comprehensive management systems. Internal control processes
are sound and have been implemented effectively. The Company’s Internal Audit Department performs its
monitoring functions to ensure that each department and business sector could act strictly to meet relevant
internal control requirements.

The Group is committed to build a comprehensive risk management culture and develops the risk management
model of “Integration of Policy, Procedure and System with Risk-oriented” to strengthen management and
control risk more comprehensively. During the year under review, according to the progress of the implemented
risk management system, the Group amended various management rules including Risk Management Policy
and the Risk Management Practice Handbook. In order to improve overall risk management on investment
projects, the Group has established the Project Advisory Committee by integrating the former Investment Project
Risk Management Advisory Committee, the Engineering and Technology Management Committee, and the
Overseas Project Advisory Panel. Through the combined efforts of the Project Advisory Committee, the Tender
Management Committee and the Environmental, Safety, Health, and Social Responsibility (“ESHS”) Management
Committee to enhance the risk management of investment projects in advance and in process.
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During the year under review, the Group continued to uphold its business principle of “operating safely and
stably in compliance with relevant emission standards”. It actively carried out daily inspections on safety,
environment and occupational health. Apart from “Safe Production Month”, the Group took strong steps in safety
management and carried out safety risk assessments to ensure all projects — either under construction or in
operation — strictly follow all safety guidelines. These steps also secured the stable operation of all environmental
protection projects including waste-to-energy, integrated biomass utilisation and waste water treatment
projects, while enhancing their scale and economic benefits as well.

The Group actively involved in and promoted ecological conservation and “Building a Beautiful China”. In order
to enhance environmental management and to better support its rapid business growth and green development,
the Group set up a senior management leading team for environmental management which is mainly responsible
for regulating, monitoring and supervising the implementation of environmental and safety measures of all
business sectors. During the year under review, the Group drew up and issued a number of documents, namely
“Notice on further enhancing environmental management, eliminating operational risk and improving operational
efficiency”, “Notice on improving relevant environmental information of operating projects disclosed on the
online monitoring platform”, “Evaluation method for environmental management”, “Internal reporting system for
environmental and safety accidents and incidents”, which further improved the Group’s internal control system,
facilitated project construction and enhanced operational efficiency.

During the year under review, the Group stepped up its risk management measures of “prevention in advance,
control in process and elimination afterward”. Through the implementation of evaluation on environmental
management of operating projects, as well as the following up and monitoring of evaluation results, the Group
realised continual improvement in environmental management level. The Group also accelerated the construction
of environmental information monitoring platform, shared platform and environmental test platform. Through the
application of internet, 10T and informatisation technologies, the Group fully integrated operating system data
and set up a new corporate management model focusing on “big data platform” and “Internet Plus”, with a view
to realise the full control and full completion of all its construction and operating projects.
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Human Resources A 1 &R

Human Resources are the key strategy of corporate development which require appropriate personnel to
execute this core strategy. The Group highly values its human resources management and puts great emphasis
on staff training. It believes that realising the full potential of its employees is crucial to its long-term growth.
The Group continued to improve its human resources through internal training as well as local, overseas, and
on-campus recruitment. During the year under review, to cope with its development, the Group continued
to enhance the ESHS management system (the “ESHS Management System”) and risk management system
by organising trainings on Risk Management Tool Usage, Performance Appraisal System, Corporate Large
Database Usage, and annual finance training, etc. All these have enhanced the overall quality of our staff. To
facilitate the integration of newly recruited staff, the Group held the 22nd to 25th execution trainings for more
than 1,300 participants. A total of 56 managers and senior technical staff completed the Tsinghua University
CEO Course (the 7th session) in July 2018. The 8th session of the course, which was joined by 55 participants,
already started in October 2018. To ensure that employees’ development meets the objectives of the Group’s
sustainable development, the Group continued to enrich its management level talent pool across its 7 core
business sectors. There are around 900 management personnel who will be the main and new power to support
the future development of the Group. Through competition and selection processes, new project leaders and
department heads were selected, and staff members were highly motivated, allowing those who have passion
and vision to grow and unleash their potential in the right job positions.

As at 31 December 2018, the Group had more than 10,000 employees. Employees within the Group are
remunerated according to their qualifications, experience, job nature, performance and with reference to market
conditions. Apart from a discretionary performance bonus, the Group also provides other benefits such as
medical insurance and a mandatory provident fund scheme to employees in Hong Kong.
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Principal Risks and Uncertainties T ERB R FREEY

During the year under review, the Group continuously implemented relevant work of the risk management
system. The principal risks faced by the Group during the year were adequately identified and assessed
according to the requirements of Risk Management Policy and Risk Management Practice Handbook, which
included environmental compliance risk, policy changing risk, construction project management risk, accounts
receivable risk, not-in-my-backyard risk, raw material supply risk, market competitive risk, staff management
risk, financing management risk and overseas market risk. Based on the results of risk assessment, the Group
formulated and implemented effective control measures, resulting in the downward trend in the risk level of most
of its principal risks. However, owing to external uncontrollable factors and multiplicity of risk, the risk level of
environmental compliance risk, policy changing risk and accounts receivable risk remained unchanged.

REEFERN  ARESEHERREEBZBEITE  EN(RARERSZE) MC(RRERFM) ER - BAEE®ER
MERETERBREDHEFNMTE - AREFEIZRROFIZREARAR BEEHRER  TRELRR - BY
Ak - BERERR  RYSHERR  mHEBEFRR  BIEERR  RETERRLENTSERER - EZRE
BRAHEIER - MRARNEEER  KBNETBEBRELASTREBE  EaRISIAERENARE FOHZEME
REAFAAR - BERESE MBS RT AR FHETE -

Effectiveness of

0. is control measures ange in Risk Leve
N Risk trol Change in Risk Level
FF55% ez 2 7R EREBRE AN ElETe 2 a
1 Environmental compliance risk Effective
REARER B
5 Policy changing risk Effective
BEREBER B
3 Construction project management risk Effective |
TRREERR B
4 Accounts receivable risk Effective
JE S B B B
5 Not-in-my-backyard risk Effective |
AR E R B
5 Raw material supply risk Effective |
R EHE B R B
7 Market competitive risk Effective |
M5 ER BY
8 Staff management risk Effective |
BEIEERMR B
9 Financing management risk Effective |
A EERER BY
10 Overseas market risk Effective |
AT 5 R R BY
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Environmental compliance risk: Excessive emission of pollutants due to failure to adequately identify ESHS
issues during operation, sudden change in external environment and human error, and environmental
management negligence on the part of stakeholders or heavily polluting companies in the surrounding areas
will affect the degree of environmental compliance of the Group and the stability of operation. All along, the
Group encouraged project companies to carry out technical reformation works (when necessary). Through
simulation training and contests on technical skills, the Group strived to improve the operation capability of
frontline staff. The Group strictly complied with the requirements on waste-to-energy projects by “Installing
CEMS (continuous emission monitoring system), real time displaying pollutant emission and operating data and
on-line connection the CEMS with the MEE”. As planned, it engaged qualified third party inspection unit to carry
out environmental inspection for proactive acceptance of surveillance, while enhancing the emergency response
system. If the Group receives any complaint relating to stakeholders or the surrounding area of its projects which
is caused by misunderstanding, it will immediately communicate with the surrounding community or the relevant
department(s) to make clarification through appropriate methods. The existing control measures are effective as
a whole. Owing to the increasing number of operating projects, the risk level remained unchanged.

Policy changing risk: If the government implements new industry policy(ies) to raise the discharge standard and/
or emission standard and/or to reduce finance and taxation policy support, the profit of the Group will definitely
be affected in the short run. The Group strengthened its communications with regulatory authorities, attentively
analysed and interpreted government policies and timely improved its existing management system and
standardised procedures according to changes to regulations and standards. Adopting the market expansion
strategy of “tactic operation with flexible approaches”, the Group made adjustments proactively according to
change in policy. The existing control measures are effective as a whole. Owing to the uncontrollability of risk, the
risk level remained unchanged.

REAHRAR  EELEEPEERERDBFESHSHE « IMNBRFREEL - ARKREREER SR MBENER
BN ABEETXEEEE S ACENRREEERZHEFEINARENRIEARMELNREL - ARERKE
HERIAE RAAMRCENRMSGE T - WEBERE - RELBESTA  RIARE TOREKRT  BRER
(Kt | (ZKEBEERE - WS AENMELBBRERERR  CERSBRRERRRAMIME) TIEERAZ
REAERNE=ZTRAEMZFSIRRRRERNTIE - TBRIIMEE - MR EEIZRG] - XERIER Tk
BRRARERESRANAEERB2RF  UANEREHRABEEFTETER  YRBEARTETES - BAE
REEREAYN  BEEIRERENES  ZEBRERERTTE -

BERBE R - EATMBERRER  XHUEMRBEEORLETERRNERSERHNSARERNELE —EF
B AEENBESEENFINARBE - MEBRROTERE  URBZFAESENZ(CER  KEXERAERE
HEMEELRE  AHEREBREBLCIDHAE  EMSHRTERR [ GEAR VKR - BATEZERERE R
BERIZREAROTAZEL - ARSERRFTTE

Annual Report 2018 | —Z — \ 444§



46

Chief Executive Officer’s Report {TERE R K&

Construction project management risk: At the peak of project construction, the Group is exposed to the risk
of safety incidents which might be arisen from the failure of supervision and project management, unqualified
contractors and negligence of site management staff. In light of current focuses, the Group prepared or amended
rules and regulations for project construction, including “Guideline on EPC Project Workflow” and “Provisions on
the Administration of Supplemental Agreement in relation to on-site addition work during Project Construction”,
while continuously enhancing standardisation of construction sites. The Group vigorously promoted “VI (Visual
Identification) Standard Manual or System” and performed quarterly review on its execution. Besides, the
Group enhanced special inspection and random inspection in respect of the safety, environment and quality
of construction sites. It also performed inspection for the working procedure of important parts, the relevant
parties were required to sign the safety acknowledgement confirmation before commencing construction,
reviewed construction plans and visited suppliers. The Group encouraged the use of ESHS (project information
system) module to run the irregular training program and holding experience and technology exchange meeting
to enhance the technology level and management level of site management staff. And through the application
of modern technology such as VR (virtual reality), the Group improved safety management efficiency of on-site
construction and participation. The existing control measures are effective as a whole with its risk level on a
downward trend.

Accounts receivable risk: If the government’s or client’s ability to settle service charge is affected due to financial
difficulties, or if any waste-to-energy project or biomass integrated utilisation project cannot obtain national
subsidy and provincial subsidy temporarily after its commencement of commercial operation due to failure to
obtain approval for registration of its on-grid power tariffs in the subsidy catalogue, the balance of accounts
receivable will increase. The Group strictly followed the “Management Method on Accounts Receivable” and
analysed the overall status of accounts receivable regularly. Based on the analysis, the Group set receivable
recovery objectives and set up plans to ensure the reasonableness of ageing and the effective operation of
recovery mechanism as well as making transitional funds arrangements. The Group continuously enhanced
credit investigation of commercial clients and gradually established its management model for commercial
clients, under which commercial clients would be pre-screened and their accounts would be closely monitored
and followed by designated officers. In addition, credit policy and debt collection procedures would be applied
flexibly according to client’s individual circumstances. The existing control measures are effective as a whole.
Given the slow-down of China’s economic growth, as well as clients’ deferment of payment, the risk level
remained unchanged.

TiEEERAR  ARERENTREZRSEN  AEHREREEEERK  HEBRIELEETIR  BEEARBRSE
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Not-in-my-backyard risk: Poor environmental performance of peers and business partners, and the public’s
misunderstanding over environmental industry will adversely affect the business development of the Group.
In the era of rapid development of new media, negative publicity and misleading information could rouse
negative public sentiment and public objection, which would adversely affect the reputation of the Group
and the stability of operation. By setting up information display panel at the plants and opening up to the
public, the Group enhanced its corporate promotion. Following the directions of the government, it positively
promoted environmental protection knowledge and standard and cleared up public negative sentiment through
personal experience. The Group maintained good communication with local government and the surrounding
community. Through strengthening management of contractors for domestic waste transportation and for
sludge transportation, the Group minimised the adverse effects of their improper acts on the residents in the
surrounding areas. The existing control measures are effective as a whole with its risk level on the downward
trend.

Raw material supply risk: Owing to failure to comply with environmental standards, a large number of
environmental consumable manufacturers were ordered to suspend production, which led to inadequate supply
of environmental consumables, rise in prices and continual increase in operating costs thereby adversely
affecting the stability of operation. In order to strengthen bargaining power and lower procurement costs,
the Group established a regional centralised procurement platform to carry out centralised tendering process
periodically. Through strengthening supplier management and continual expansion of supplier base, the Group
enhanced its competitiveness in raw material procurement and increased the choice of procurement alternatives.
With the goal of achieving discharge compliance through upgrade works and maintaining stable operations, the
Group adopted a meticulous management approach and strived to minimise operating expenses and unit cost
of projects. The existing control measures are effective as a whole with its risk level on the downward trend.

Market competitive risk: The substantial influx of competitors into the environmental industry not only intensified
competitions in the industry but also led to rapid change of business model. Market competition, particularly
in the sectors of waste-to-energy and biomass integrated utilisation, has become unprecedentedly fierce.
The Group adhered to follow the guidance of science and technology and optimised the layout of scientific
and technological development. Leveraging on the scientific and technological capabilities of “two institutes,
three research facilities and one center”, the Group explored its technological potential. In response to market
demand, the Group formally established the ecological resources sector and Everbright-QUT Research Institute
of Environmental Technology in 2018, which further extended its business chain and enhanced its overall
competitiveness. The existing control measures are effective as a whole with its risk level on the downward trend.
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Staff management risk: As the Group is under rapid development, the demand for talent is increasing. Given
the inadequate supply of experienced workers in the market, as well as the restrictions on the salary level or
workplace (e.g. remote areas or overseas), the Group might encounter greater difficulties in staff recruitment.
The Group adopted a two-pronged approach, i.e. recruitment and talent introduction, to expand recruitment
channels in order to build up a diverse pool of talents. It also increased campus recruitment through cooperation
with reputable universities to recruit talent. To improve the matching degree between position demand and
staff ability, the Group carried out assessment and recruitment exercise of professional and technical staff.
It strengthened the cultivation of reserve talents while further enriching the reserve talent pool. Through the
assessment and recruitment exercise of technical staff, the Group continually enriched and improved its reserve
talent pool. The existing control measures are effective as a whole with its risk level on the downward trend.

Financing management risk: At present, commercial banks conduct their examination, approval and
disbursement of loans stringently. The tightening of bank financing, together with the tightening for loans to
environmental enterprises by financial institutions due to payment default and indebtedness default by some
industry players recently, might lead to increasing difficulties in obtaining financing, rising financing costs and
increasing pressure on liquidity. However, having established a multi-level financing system and financing
channels, the Group financed the capital requirement for its rapid development through fund raising exercise by
way of rights issue, bond issuance and banking facilities. The Group enhanced the assessment, management
and control of the funding requirement of each project. It enhanced the management of centralised fund and
maximised the efficiency of fund utilisation. The existing control measures are effective as a whole with its risk
level on the downward trend.

Overseas market risk: Overseas business is easily affected by the instability of local politics and policies. The
steady and continual expansion of the Group’s overseas business will increase the likelihood of occurrence of
such risk. Through professional consultants, the Group had a better understanding on the political, economic,
legal and business environment, and industry background of target areas. The Group has compiled “Guideline
on Supervision and Operation of Overseas Investment Projects”, “Guideline on Financial Supervision of
Overseas Investment Projects” and “Policy on Management of Interest Rate Risk and Exchange Rate Risk”, etc.
which facilitated the implementation of proper procedures and compliance for overseas business, as well as
strengthening the supervision and management of interest rate risk and exchange rate risk. Besides the Group
tended to select local enterprises or international organisations with strength and good reputation as long-term
cooperation partners to jointly develop overseas markets and facilitate the sharing of risks and resources. The
existing control measures are effective as a whole with its risk level on the downward trend.
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Environmental and Social Management RiEET S EE

The Group pays particular attention to the impact of its operations on both the environment and society. It has
established an environmental and social management system following the Safeguard Policy Statement of the
ADB and other internationally recognised practices, which contains specific procedures to ensure the Group’s
operating activities compile with the ADB’s and other multilateral development banks’ safeguard policy principles
and requirements.

The operating and environmental performance of the Group’s projects strictly adheres to the standards
and requirements of their respective environmental impact assessment reports. The Group also takes into
consideration the expectations of neighbouring communities. The key regulations and standards which are
highly relevant to the Group’s business include the Environmental Protection Law of the PRC, Production
Safety Law of the PRC, Labour Law of the PRC, the Standard for Pollution Control on Municipal Solid
Waste Incineration (GB18485-2014) and Euro 2010 Standard and its relevant Annexes/Amendments
(for environmental energy projects), the Emission Standard for Air Pollutants of Thermal Power Plants
(GB13223-2011) (for biomass integrated utilisation projects under greentech sector), and the Discharge
Standard for Pollutants of Municipal Wastewater Treatment Plants (GB18918-2002) (for environmental water
projects), etc.

In order to better integrate system requirements into operational practices, the Group implemented its ESHS
Management System in 2016. The system comprises management standards to provide procedural guidelines
on issues identification, auditing, incident investigation and reporting, work injury treatment and contractor ESHS
management, etc. Implementation of the system has not only promoted sustainable development within the
Group, but also extended our safety culture and policies to the supply chain. In 2018, the Group continued to
optimise the ESHS Management System, and enhanced its implementation at all project companies to achieve
standard and delicacy in construction and operational management. Furthermore, the Group organised various
activities such as ESHS knowledge contests and plant managers’ forums so as to enhance project companies’
capacities in environmental and social impact management.
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Final Dividend KXEIf &

The Board has proposed to pay a final dividend of HK12.0 cents per share (2017: HK12.0 cents per share)
for the year ended 31 December 2018, payable to the Shareholders whose names appear on the register of
members of the Company (the “Register of Members”) on Friday, 31 May 2019. Subject to approval by the
Shareholders of the payment of final dividend at the forthcoming annual general meeting of the Company to be
held on Wednesday, 22 May 2019 (the “AGM”), the final dividend will be paid to the Shareholders on or around
Friday, 21 June 2019.

EXEgRAREBE T \FT A=t -BHLEFEZRERESR12.08BII(ZT—1tF : F&K12.08() - &
FTR-ZF-NAFEA=Z+T—R(EPR)BINERRRERLEM(IEREMDZER - FERRIER_F-NLF0A
“HZHEHD)BTZARRERRREFAS(RRBFAS ) EERMNRERE - RARBHAR-_F—NF
NAZT—H(EPR)HEARETRR -

Closure of Register of Members Z{EMIERPBEEEFE
For the purpose of determining the Shareholders’ eligibility to attend and vote at the AGM and entitlement to the
final dividend, the Register of Members will be closed in accordance with the following timetable:

REERREERRBAFASEANG ERERKERMKRENER - ARRAKREBEATHEARGEMERNBEPERL
FHE -

(i) For determining the Shareholders’ eligibility to attend and vote at the AGM:
BERREFERRBFRAGING FIRENER

(@) Latest time to lodge transfer documents for registration 4:30 pm on Thursday, 16 May 2019
EZ BB X AP SR FENRERR —E-NFREA+TRB(E2HM)

THEOB=15

(b) Closure of Register of Members Friday, 17 May 2019 to
Wednesday, 22 May 2019
e RmBFELFE —E-AFEATLER(ESHDE

—TE-AFRA-T-H(EHZ)
(both dates inclusive E#% & /EMX)

(i) For determining entitlement to the final dividend:
FE TE WOER R HARR B ) RE A -

(@) Latest time to lodge transfer documents for registration 4:30 pm on Tuesday, 28 May 2019
BRI B X AR E R FENREER —E-NFRAZTNB(EHD)
TFRR=125

(b) Closure of Register of Members Wednesday, 29 May 2019 to
Friday, 31 May 2019

TR BFELFE ZE-NAFRAZ+NAB(EH=)=E

—E-NFRA=+—H(EHH)
(both dates inclusive £2#% & JE i X)

(c) Record date Friday, 31 May 2019
a0 8% A B —E-NFRA=+—H(EHAH)
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During the above closure periods, no transfer of shares will be registered. In order to be eligible to attend and
vote at the AGM, and to qualify for the proposed final dividend, all transfer forms accompanied by the relevant
share certificates must be lodged with the Company’s share registrar and transfer office, Tricor Tengis Limited at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration not later than the relevant latest
time set out abo