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This cover design is themed with “ASSURING ADVANCEMENT
THROUGH INNOVATION”. The clear water flow represents
Everbright Water's determination for future advancement. Green
leaves are nourished along the path of the water flow, implying that
Everbright Water’s growth would bring to the industry innovative
development and opportunities.
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CORPORATE
PROFILE

REFN

China Everbright Water Limited (“Everbright Water” or the “Company”, together with its subsidiaries, the “Group”)
is an environmental protection company focusing on water environment management. The Company is listed on the
Mainboard of Singapore Exchange Securities Trading Limited (“SGX” or “SGX-ST”) and the Main Board of The Stock
Exchange of Hong Kong Limited (“SEHK”) (stock codes: U9E.SG & 1857.HK), with its direct controlling shareholder
being China Everbright International Limited (stock code: 257.HK, “Everbright International”).

REDEAKBERLAR ( [HRKB] & [A2E ]
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C EEREBRERATECABERARAR (BN - 2567.HK

The Company has developed a full-fledged business coverage,
which includes raw water protection, water supply, municipal waste
water treatment, industrial waste water treatment, reusable water,
river-basin ecological restoration, and sludge treatment and disposal.
Meanwhile, the Company has formed a full industry chain on the
water business, including project investment, planning and design,
technological research and development (“R&D”), engineering and
construction, operations management, and etc. The Company’s
geographical footprint spans across East, Central, South, North,
Northeast and Northwest China, including Beijing, Jiangsu, Zhejiang,
Shandong, Shaanxi, Henan, Hubei, Guangxi, Liaoning and Inner
Mongolia. As at 31 December 2019, the Company invested in
and operated water treatment projects with a designed daily water
treatment capacity of approximately 6.2 million mé2.

With the experienced management team, the Company will
seize opportunities and strive to emerge as a leader in the
water industry of China.
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CHAIRMAN’S
STATEMENT
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MR. WANG TIANYI
TRERE

Non-Executive Director and Chairman

FNTESRESR

CHINA EVERBRIGHT WATER LIMITED
FREIERKBERAT

Dear Shareholders,
BEHENRE -

In2019, amid the volatile domestic and global macro-economy,
uncertain market environment and rapidly changing global
landscape, China faced with increasingly downward pressure
on its domestic economy. Despite such pressure, China
continued stepping up its efforts in promoting environmental
protection management and ecological conservation. China
also continued improving its top-down design, promulgating
various key policies, tightening the industry regulations and
enhancing their enforcement. Notably, this led to a significant
change in China’s ecological and environmental protection
industry.

—E-hF - BRNEBRSERTSRERBER - ERE
BmEES - BRTITRRMK - Af > EEEHZT -
XENEHRFRELERIE  ARNAZKNEIBEED
B WERRER HEERFETE  BEBERRETEW
8 EEEEIE R — R EARRRITRELERA

In the past year, Everbright Water navigated through
challenging market and industry landscape, and seized
the opportunities to achieve stable growth with remarkable
accomplishments.

ERE—FE  ARKBERMIEO TS MITERES
BEHFW - BYHSE  ERRBRERNASNEZEERE
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In relation to the capital market, the Company became officially listed on
the Main Board of the SEHK on 8 May 2019, achieving its dual primary
listing status in Singapore and Hong Kong. By providing strong capital
support to optimise its strategies and seize market opportunities, this
embarked a new development journey for the Company. In relation
to the business expansion, the Group, during the year under review
(defined below), broke the records by expanding to new geographical
areas and new business area, as well as developing new business
model. The Group expanded its business to Zhejiang Province, secured
its first project in the area of raw water protection and adopted its first
market-oriented operation model for the industrial park waste water
treatment business. These further improved its market competitiveness.
In relation to project construction, the Group not only achieved zero
work safety accident during construction but also recorded the shortest
construction period in its track record.

During the year under review, owing to the solid progress made
in various aspects, the Group recorded steady growth in its key
operating indicators. The Group’s revenue for the financial year ended
31 December 2019 (“FY2019” or the “year under review”) amounted
to HK$5.55 hillion, representing an increase of 16% over the financial
year ended 31 December 2018 (“FY2018”). Profit attributable to
equity holders of the Company for FY2019 was HK$833.48 million,
representing an increase of 23% over FY2018. Basic earnings per
share for FY2019 were 30.07 Hong Kong cents, indicating an increase
of 4.49 Hong Kong cents over FY2018.
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The Company became OFFICIALLY LISTED ON THE MAIN BOARD OF
THE SEHK on 8 May 2019, achieving its dual primary listing status in Singapore

and Hong Kong. By providing strong capital support to optimise its strategies and seize

market opportunities, this embarked A NEW DEVELOPMENT JOURNEY

FOR THE COMPANY.
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CHAIRMAN’S
STATEMENT
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Given its long-term commitment to the water environment management
industry, the Company enhanced its corporate image. During the year
under review, the Company received various awards and recognitions
from home and abroad, such as: “2019 China’s Top 50 Environmental
Enterprise”, “Top 10 Influential Enterprise in China’s Water Industry”,
“Centurion Club” and the “Sustainability Winner”. In addition, during the
year under review, the Group recorded a number of operating projects
being selected as environmental protection facilities opened to the
public, at the national, provincial and municipal levels.

In view of its stable operating results, the board of directors of the
Company (the “Board”) recommended a final dividend of 3.74 Hong
Kong cents (equivalent to 0.67 Singapore cent) per ordinary share to
the shareholders of the Company (the “Shareholders”) for FY2019
(FY2018: 0.50 Singapore cent per ordinary share); the total dividend
for FY2019 amounted to 7.48 Hong Kong cents (equivalent to 1.32
Singapore cents) per ordinary share (FY2018: 0.99 Singapore cent per
ordinary share).

Looking back on the development in the past five years since the listing of the
Company on the Mainboard of the SGX via a reverse takeover, it is obvious
to all that the Group has made substantial improvement in respect to its
industry chain, business scope and market penetration. This is attributed
to the long-term support of the Shareholders, the recognition and trust of
all social communities, and the endeavors and diligence of all staff of the
Group. On behalf of the Board, | would like to express my sincere gratitude
to all the Shareholders, people from all social circles, and our employees.

Riding on the success made in the previous years, the Group will strive
for a new height in the new year. It will adhere to its “Innovation-driven
Development” ethos and focus on the water environment management
sector. By continuing leveraging on its advantages, the Group will
strive for a growth in all its business areas, and facilitate the concurrent
improvement in economic, social and environmental benefits. It will also
firmly uphold its aspiration and mission, ride through the challenges
while seizing opportunities, and endeavour to make transformation
and innovation, in order to step up to a new phase of high-quality
development. In doing so, the Group aims to make continuous
contribution to the water environment management business.

MR. WANG TIANYI

Non-Executive Director and Chairman

12 March 2020

CHINA EVERBRIGHT WATER LIMITED
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CHIEF EXECUTIVE
OFFICER’S REPORT

BERE

MR. AN XUESONG
REMAE

Executive Director and

Chief Executive Officer (‘CEO”) 2
AT B ~
e
BUSINESS REVIEW AND PROSPECTS EBOERAR
Operating Results HEXE
In 2019, amid the uncertainty and changes in external environment, —Z—J1F * HNBIRFBECER - R ELE

China faced with increasingly downward pressure on its domestic ~ N{TENMAK @ BERBEFEKE - SEHA
economy and a continuously tightening financing environment. In A REIRRITEMNFHF DI - BRE—F
turn, this led to a more intense competition in the ecological and & - B » PRI ARIRRITE L HEZER
environmental protection industry with increasing pressure on the X [+ =11 &I AME 2 F i AKER
industry development. Meanwhile, as China is marching into the  PEEX @ ERERIRIBIRELAIE TIEN N EHF
final year of the “13th Five-Year Plan”, the government will continue £ MN3% - IRIE BB #9598 [E o B iR - ¥
stepping up its efforts in ecological and environmental protecton RRMBGHEREESHERK - FARHEETE
and management, as well as tightening the industry regulations and ~ #F&ERERMIHZEM -

enhancing their enforcement. This will set more stringent standards

and requirements for the environmental protection enterprises and will

also allow the industry to further release its market opportunities.
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CHIEF EXECUTIVE
OFFICER’S REPORT

In spite of various challenges, the Group, during the year under review,
successfully seized timely opportunities arising from consolidation
and adjustment of the industry, and maintained a good development
momentum. As an environmental protection company focusing on
water environment management, the Group adheres to its corporate
mission of being “Devoted to Ecology and Environment for a Beaultiful
China”, and upholds its development philosophy of “capital-driven
integration and innovation-driven development”. The Group had
gradually formed a full-service business chain in the water industry,
including project investment, planning and design, technological
R&D, engineering and construction, operations management and etc.
Its principal business also covers the areas of raw water protection,
water supply, municipal waste water treatment, industrial waste water
treatment, reusable water, river-basin ecological restoration, and
sludge treatment and disposal and etc.

The Group achieved a major milestone in FY2019. On 8 May 2019,
the Company became officially listed on the Main Board of the SEHK,
achieving its dual primary listing status in Singapore and Hong Kong
(the “Dual Primary Listing”). This helped the Company further
expand its international financing platforms to be well prepared for the
next round of operation and development.

As at 31 December 2019, the Group secured 129 projects in total,
including 1 raw water protection project, 3 water supply projects, 96
municipal waste water treatment projects, 12 industrial waste water
treatment projects, 1 leachate treatment project, 8 reusable water
projects, 6 river-basin ecological restoration projects, and 2 waste
water source heat pump projects. These projects command a total
investment of approximately RMB23.485 billion. In addition, the Group
undertook 2 engineering, procurement and construction (“EPC”)
projects and 1 operation and management (“O&M”) project, which
command a total contract value of approximately RMB146 million. All
these projects have a designed daily waste water treatment capacity of
5,141,600 m®, a total designed daily water supply capacity of 850,000
m?, and a designed daily reusable water supply of 206,600 m®. The
waste water source heat pump projects are capable of providing
heating and cooling services to an area of 295,000 m?. Among these,
101 projects were under operation, 1 project completed construction,
14 projects were under construction and 16 projects were in the
preparatory stage.

CHINA EVERBRIGHT WATER LIMITED
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Increased by FY2019 Revenue
BR —E— B EERA
16%  HK$5.55 BILLION

55.5{88 T

FY2019 Profit Attributable to
Equity Holders of the Company

AR A tF BN SEIEE T

Increased by
g

23% =

HK$833.48 MILLION

In terms of operating results, the Group recorded steady growth in
its key indicators, such as revenue and profit, in FY2019. During the
year under review, the Group’s revenue amounted to HK$5.55 billion,
representing an increase of 16% from HK$4.77 bilion in FY2018.
Earnings before interest, taxes, depreciation and amortisation
(“EBITDA”) increased by 15% from HK$1.43 billion in FY2018 to
HK$1.65 billion in FY2019. Profit attributable to equity holders of
the Company for FY2019 was HK$833.48 million, up 23% from
HK$676.46 million recorded in FY2018. Basic earnings per share for
FY2019 were 30.07 Hong Kong cents, indicating an increase of 4.49
Hong Kong cents over 25.58 Hong Kong cents in FY2018. In addition,
the Group has ready access to financing channels, with sufficient
funds, reasonable gearing ratio and healthy financial position.

In relation to market expansion, the Group continued promoting growth
in scale and innovative development. During the year under review,
the Group broke the records by expanding to new geographical areas
and new business area, as well as developing new business model.
Its business expanded to Zhejiang Province, and tapped into several
new locations in Shandong Province and Jiangsu Province. Zhejiang
Tongxiang West Area Drinking Water Sources Protection Public-Private
Partnership (“PPP”) Project was the Group’s first project in the area
of raw water protection and supply, expanding its business coverage.
Shandong Zibo Zhangdian East Chemical Industrial Park Industrial
Waste Water Treatment Project marked the Group’s first adoption of
market-oriented operation model for the industrial park waste water
treatment business. It is of great significance to the Group’s expansion
of industry chain. During the year under review, the Group secured
18 new projects and signed 1 supplementary agreement for existing
project, commanding a total investment of approximately RMB4.74
billion, including 1 raw water protection project, 13 waste water
treatment projects, 3 reusable water projects, 1 waste water pipeline
network project, and 1 supplementary agreement for existing project.
In addition, the Group undertook 2 EPC projects and 1 O&M project,
with a total contract value of approximately RMB146 million.

The new projects contributed to the increases in daily waste water
treatment capacity by 655,000 m?, daily reusable water supply
capacity by 85,000 mé, daily water supply capacity by 600,000 m?,
and daily sludge treatment and disposal capacity by 200 tonnes.
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CHIEF EXECUTIVE
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In relation to operations management, the Group adheres to the
principle of “safe production with compliant discharge”. As such, the
Group continuously maintained stable daily operation of projects and
strict compliance with relevant standards, as well as optimising and
adjusting its operational process to develop a more robust long-term
environmental management mechanism. In the meantime, the Group
continued enhancing the implementation of the Environmental, Safety,
Health and Social Responsibility (‘ESHS”) management system
(“ESHS Management System”) and Risk Management System. The
Group also continued promoting the application of its “Intelligent Water”
Management System. By doing so, the Group aimed to enhance
the level of intelligence in asset management, project management
and environmental management as well as to refine and improve the
proficiency of its processes. During the year under review, a total of
10 waste water treatment plants of the Group received regulatory
approval for tariff hikes, ranging from 4% to 61%, and subsidies of
RMB65.27 million in total were granted to the Group.

In relation to project construction, during the year under review, the
Group adhered to its project construction philosophy of “Safety
is Paramount while Quality is the Key to Survival”’, and all of its
construction works progressed smoothly. In particular, the Group
overcame various challenges during the construction of Inner Mongolia
Tongliao Development Zone Waste Water Treatment Project Upgrading
and Expansion, such as: a tight construction schedule and complex
construction conditions, and successfully recorded the shortest
construction period in its track record, while ensuring the normal
operation of the existing project. The construction was well recognised
by the local government, showing the Group’s capability in providing
quality and efficient construction work. During the year under review,
the Group ensured zero work safety accident during construction. In
the meantime, the Group further improved its management system
for construction projects, by establishing a Construction Safety and
Environment Management Committee and enhancing the management
of construction qualifications. By riding on the principles of “high quality,
high standards and advanced technologies”, many projects of the
Group received awards and recognitions at provincial and municipal
levels. In FY2019, the Group had 18 projects which commenced
construction, with a designed daily waste water treatment capacity of
354,100 m? (including treatment capacity of EPC projects), a designed
daily reusable water supply capacity of 80,000 m®, and a designed
daily sludge treatment capacity of 200 tonnes. A total of 18 projects
completed construction and commenced operation, with a designed
daily waste water treatment capacity of 440,600 m?, a designed daily
reusable water supply capacity of 40,000 m?, a designed daily water
supply capacity of 150,000 m?, and a designed daily sludge treatment
capacity of 50 tonnes. As at 31 December 2019, the Group had 16
projects in the preparatory stage, with a daily water treatment capacity
of 1,150,000 m3.

CHINA EVERBRIGHT WATER LIMITED
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In relation to technological R&D, the Group adhered to the “Innovation-
driven Development” ethos and strived to develop new technologies with
characteristics. During the year under review, the Group continuously
focused on technological R&D and acquisition of technologies, in the
areas such as advanced waste water treatment, water environment
management and sludge treatment and disposal. It also developed
technologies and products, such as Membrane Aerated Bioreactor
(“MABR”), accurate dosing and aeration, and new ozone catalysts, to
meet the market demands. Meanwhile, the Group proactively applied
its research results to its projects. More than 40 in-house technological
processes have been adopted by the Group’s projects, to safeguard
stable operation and compliance with relevant discharge standards.
The Group had also signed agreements for multiple projects to provide
its in-house technologies, with a total contract value of approximately
RMB112 million. Furthermore, during the year under review, the Group
boosted its efforts in upgrading its qualifications, and continued
industrial-academic collaborations with tertiary education and scientific
research institutions at home and abroad. In FY2019, the Group was
granted 25 patents (11 invention patents inclusive) and published
27 scientific papers.

In relation to engineering design, the Group, during the year under
review, continued integrating Xuzhou Municipal Engineering Design
Institute Co., Ltd. (“Xuzhou Design Institute”), which was acquired
in FY2018, while actively exploring planning and design businesses. In
FY2019, Xuzhou Design Institute undertook 234 engineering design
service projects in business areas such as water supply, waste water
treatment, leachate treatment and municipal public project consultancy.

In relation to the capital market, the Group, during the year under
review, actively explored diversified financing channels for the future
development. Apart from achieving dual listing status in Singapore and
Hong Kong, the Company completed the issuance of its third tranche
of RMB-denominated corporate bonds with a principal amount of
RMB700 million in January 2019. The bond issuance effectively
improved the Company’s financing structure.
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Whilst steadily growing and developing its business, the Group places
great emphasis on the environment and community, and values them
as key components of corporate social responsibilities. During the year
under review, the Group progressively opened up many of its projects
to the public. The Group received a total of 872 groups of more than
19,000 visitors from all social circles. During the “World Environment
Day” event on 5 June 2019, the Group’s project companies in various
cities, such as Nanjing, Nanning and Beijing, collaborated with the
local governments and relevant institutions in organising a series of
activities to engage the public and promote environmental protection.
Such events received overwhelming responses and enhanced the
brand reputation of the Group as a corporate citizen. At the project
company level, the staff launched various charity activities, including
charity donations, caring visits and poverty alleviation. These activities
strengthened the projects’ interactions and connections with the local
governments and communities, and enhanced the mutual trust and
support between the Group and the communities.

Owing to the continuous efforts in business development, project
construction,  environmental management and  sustainable
development, the Company received various awards and recognitions
from home and abroad during the year under review, including: the
21st place in the 2019 “China’s Top 50 Environmental Enterprises”
organised by China Environment Chamber of Commerce of the All-
China Federation of Industry and Commerce, the “Top 10 Influential
Enterprise in China’s Water Industry” announced by E20 Environment
Platform, the “Best of Social Responsibility Award” at the 2019 China
Corporate Elites Award Ceremony, the “Sustainability Winner” by the
Securities Investors Association (Singapore), and admission to the list
of “Centurion Club” by The Edge Singapore, a financial magazine in
Singapore. At project level, the Group had a number of waste water
treatment projects being listed as “National Environmental Protection
Facilities and Urban Waste Water and Waste Treatment Facilities
Opened to the Public”. In addition, several other projects were selected
as provincial and municipal environmental protection facilities that are
open to the public, reflecting the Group’s important role in promoting
the awareness of ecological and environmental protection at both
national and local levels.

The Company is committed to creating value for the Shareholders.
To share the operating fruits with the Shareholders, the Board
recommended a final dividend of 3.74 Hong Kong cents (equivalent
to 0.67 Singapore cent) per ordinary share for FY2019 (FY2018: 0.50
Singapore cent per ordinary share).

CHINA EVERBRIGHT WATER LIMITED
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Business Prospects

Response to COVID-19

Before the Lunar New Year 2020, the novel coronavirus (“COVID-19”)
spread widely in China. Facing the grim situation of COVID-19
outbreak, the Group has, in a timely manner, put in place numerous
precautionary measures and procured essential protective supplies to
ensure the health and safety of all its employees in different regions.
At the same time, during this critical period, the Group has proactively
taken steps in ensuring the stable operations and compliant discharge
of all projects, and preventing the secondary transmission of the virus
through wastes such as waste water.

At present, the Group coordinates with different parties and takes swift
actions. It actively applies for permission to resume constructions of
its construction projects, stores up sufficient operational materials and
protective gears for its operating projects, and implements various
flexible working arrangements according to the nature and duties of
each job position. The Group uses its best endeavors to mitigate the
adverse impact of the COVID-19 outbreak on the Group.

The Group will continue closely monitoring the development of
COVID-19 situation and ensure the safety of employees and stable
operations of projects. The Group will also adjust its measures and
plans for epidemic prevention and control, project operations and
business development accordingly, as and when appropriate. In
addition, it will make timely disclosure on any important matters.
The Group will also actively carry out capacity building and training
programmes during the epidemic to be fully prepared for business
development after the epidemic.

Business Outlook

Being the final year of “13th Five-Year Plan” of China, the year of 2020
is crucial towards winning the battle against pollution and building a
moderately prosperous society in all respects. Following the escalation
of ecological environmental protection and management to a new level
as national strategies, the Chinese government placed emphasis of
unprecedented level on its environmental protection and ecological
conservation. It was constantly stressed the importance of winning
the battle for pollution control and prevention in the central economic
working conference and other important national conference, to
continuously improve the ecological environment. By further enforcing
a series of environmental protection policies including the “Clean Water
Action Plan”, “Clean Soil Action Plan” and “Clean Air Action Plan”, the
government continued strengthening its stringent supervision on the
ecological and environmental protection.

RERE

RIEEL

—E_TFEH - HRBRES S ED
K ([HBRHR| ) REETFBEEE - @H
REMBRIELS - NEEREREHZEE
i REHEDME 2 OEKRSHE o
Fie® - BLRE - ERIEHE - AEEE
BREBUREERE - MRS EERTES - &
REE  [RETR S BIBISKEREYEN =
IR{EHE -

BRI AEEZHA - RERTEH - BER
TREEBHETELIRE  RELHEHAR
BREFBES DHEREEEYWE  RESHEE
TRUNEEMBERBZ T THESN
BNRBRBEEASBEEROTINZE -

AEENSHRETVIIRBEREBER - R
FETRE2MEBRREET ERFHBRE
itz - MBEZ  XBHERNTENER
I R B R BEEMABERER - AEETE
T 7% 15 HA T 8 AR B e (B 58 31 AN B D R
B ARIBERENEBRERBITNES -

FEBFI=

—ETF - hEAREEEKDELEM
BR [+=5] REMEEZF  wEHERS
AR BEONBERIMERZ ZF - BEEERE
RERENLAEEL L ARBERER - PE
HERBRE  LRXARRTENNE - &
EAREGRAARAR - FREBEIESESE
BREZ G THRHEZITISRIEHER
BEPERRREERFENS WA K+
el ~ TE+1&] R TRRTH] BRERDH
—RIRRBEERDEA IR B
PREBREREERTIERERR &8
NIEBER

ANNUAL REPORT 2019

Szonzmms 013



CHIEF EXECUTIVE
OFFICER’S REPORT

With the reinforced instructions from the top level, a well-established
policy environment and more stringent industry regulations, the
ecological environmental protection enterprises have marched
into a crucial stage — a stage that they must strive to provide
high-quality ecological services and products to meet the growing
demand for a better living environment, and a stage that they must
have the capabilities and resources to solve major ecological and
environmental problems. In addition, the ecological protection
enterprises have entered into a transition period with increasing
pressures from receding capital flows and stricter supervision. In view
thereof, the water companies and other ecological environmental
protection enterprises must ride through the challenges, keep
moving forward, explore directions and seize opportunities, so as to
stand out in a crowd and embark a new round of development.

Amid the constant changes presented in the industry environment,
the Group will continue pursuing its stability with good progress,
change and improvement. The Group will embark a new and good
quality development journey. In terms of market expansion, the Group
will continue its focus on expanding into new geographical areas,
new business areas and new business models, and securing good
quality projects while cultivating new business growth. In terms of
operations management, the Group will ensure the stable operation
of all projects in compliance with the relevant discharge standards,
enhance the standardised and refined operations while reducing
operation costs. In terms of safety and environmental management,
the Group will continue strengthening its ESHS Management
System and Risk Management System. In terms of construction,
the Group will pay close attention to the entire construction process
to ensure safety, compliance and cost control. The Group will strive
to achieve key breakthroughs in technological R&D, accelerate the
commercialisation of technological research results, provide quality
technical support and seek technological collaborations. In addition,
the Group will improve its human resource management, create
a positive corporate environment and closely serve its corporate
development needs. The Group will also continue strengthening
its financial management and leveraging on its dual listing status in
Singapore and Hong Kong, so as to optimise its financing structure,
broaden its financing channels and enhance its capital efficiency.

CHINA EVERBRIGHT WATER LIMITED
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Looking back on the development in the past five years since the
listing in Singapore, it is obvious to all that the Group has made
substantial improvement in various respects, such as business
scale, profitability, asset scale and employee size. Looking forward
to 2020, despite the challenges presented by COVID-19 outbreak at
the beginning of the year, the Group has taken prompt preventive and
protective measures to mitigate the adverse impact of the outbreak
on its business. In addition, the Group has good project pipeline
and sufficient capital resources, as well as a solid foundation in
investment, construction and operations management. The Group,
thus, believes that the impact of COVID-19 on its full-year financial
results and business is still controllable. Moving forward, the Group
is confident to continue aligning with relevant national policies,
keeping pace with market trends, and seeking development through
technology and innovation, in order to achieve comprehensive
development and stable business performance. It will in turn bring
sustainable and favorable returns for the Shareholders. The Group
will strive to build a sustainable living environment for the society
with high-quality environmental protection services and products.
Leveraging on its outstanding advantages, the Group aims to
emerge as a leader in the water environment management industry
of China.

FINANCIAL RESULTS

In FY2019, the Group’s revenue amounted to HK$5,550.77 million,
an increase of 16% over HK$4,768.32 milion in FY2018. The
increase in revenue was mainly attributable to rise in construction
activities, which brought higher construction revenue, and rise in
operation revenue as a result of commencement of new projects
and tariff hikes for several projects effected during the year under
review. Gross profit was HK$1,892.44 million, an increase of 17%
over HK$1,623.78 million in FY2018. The Group’s overall gross profit
margin remained 34%, the same as compared with FY2018. The
EBITDA amounted to HK$1,647.06 million, an increase of 15% over
HK$1,432.58 million in FY2018. Profit attributable to equity holders
of the Company for FY2019 was HK$833.48 million, 23% more than
HK$676.46 million as compared with last year. Basic earnings per
share for FY2019 were 30.07 Hong Kong cents, 4.49 Hong Kong
cents more than the amount of 25.58 Hong Kong cents in last year.
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FINANCIAL POSITION

As at 31 December 2019, the Group’s total assets amounted to
approximately HK$22.68 billion with net assets amounting to HK$9.55
billion. Net asset value per share attributable to equity holders of the
Company was HK$3.08 per share, representing an increase of 3% as
compared to HK$2.98 per share as at the end of FY2018. As at 31
December 2019, gearing ratio (total liabilities divided by total assets)
of the Group was 57.9%, which increased by 2.1ppt* from 55.8% as
at the end of FY2018.

FINANCIAL RESOURCES

The Group adopts a prudent approach to 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, supplemented by funds raised from
issuance of corporate bonds. As at 31 December 2019, the Group had
cash and bank balances of HK$2.07 billion, representing a decrease
of HK$200.82 million as compared to HK$2.28 billion at the end of
FY2018. Most of the Group’s cash and bank balances, representing
approximately 97%, was denominated in HK$ and RMB.

BORROWINGS OF THE GROUP

Amounts payable within one year or less, or on demand

At 31 December 2019
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The Group is dedicated to improving financing methods and
increasing bank facility limit to reserve funding for developing the
water environment management business. As at 31 December
2019, the Group had outstanding borrowings of HK$9.08 billion,
representing an increase of HK$1.48 billion as compared to HK$7.60
billion as at the end of FY2018. The borrowings included secured
interest-bearing borrowings of HK$1.53 billion and unsecured interest-
bearing borrowings of HK$7.55 billion. The borrowings are mainly
denominated in RMB, representing approximately 59% of the total,
and the remainder is denominated in HK$, United States dollars
(“USD”) and euros (“EUR”). Most of the borrowings are at floating
rates. As at 31 December 2019, the Group had bank and other loan
facilities of HK$10.45 billion, of which HK$4.13 billion have not been
utilised. The bank and other loan facilities are of one to twenty-one
years terms.

FOREIGN EXCHANGE RISKS

The Group mainly operates in China. Currency exposure arises within
entities of the Group when transactions are mainly denominated in
foreign currencies such as USD, EUR, SGD, HK$ and RMB. In
addition, the Group is exposed to currency translation risk upon
translation of the new assets in foreign operations into the Group’s
reporting currency in HK$. During FY2019, the Group was affected by
the changes in the exchange rate.

PLEDGE OF ASSETS

Certain bank and other loan facilities of the Group as at 31 December
2019 and 2018 were secured by certain revenue, contract assets,
receivables and intangible assets in connection with the Group’s
service concession arrangements and the equity interests of certain
subsidiaries of the Company. As at 31 December 2019, the aggregate
net book value of assets and equity interests in subsidiaries pledged
amounted to HK$3.73 billion.

COMMITMENTS

As at 31 December 2019, the Group had purchase commitments
of HK$1.39 billion outstanding in connection with the construction
contracts and capital commitment of HK$23.15 million outstanding in
connection with an unlisted equity investment.
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CONTINGENT LIABILITIES

As at 31 December 2019, the Company issued financial guarantees
to three wholly-owned subsidiaries. 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
2019 for the provision of the guarantees was HK$1.26 billion.

INTERNAL MANAGEMENT

Corporate management and risk management are of paramount
importance in ensuring an efficient, healthy and sustainable corporate
development. The Group has established a sound management
structure, with five committees under the Board, comprising the
Audit Committee, the Nominating Committee, the Remuneration
Committee, the Strategy Committee and the Management Committee.
The Company also sets up various departments, such as: the Legal
& Risk Management Department, the Internal Audit Department,
the Finance Management Department, the Budget Management
Department, the Human Resources Department, the Operations
Management Department, the Safety and Environmental Management
Department and the Investment & Development Department. The
Management Committee holds a meeting at least once in a month
to deliberate the matters regarding the Group’s business and
management, ensuring its sustainable corporate development. During
the year under review, the Company attached great importance to its
internal control, and the Management responded accordingly upon
receiving reports on the weaknesses of its internal control. In order
to effectively plan, coordinate and control its operating activities,
the Group further optimised its regional management functions and
organisational structure in FY2019. Moreover, it implemented the
principle of separation of incompatible duties, and defined in details
the responsibilities and authority of each organisational unit to
form a system of checks and balances. The Group also continued
strengthening the implementation of its ESHS Management System
across the organisation to standardise the internal process for project
investment, construction and operations management, as well as to
enhance the overall operating efficiency and proficiency.

CHINA EVERBRIGHT WATER LIMITED
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HUMAN RESOURCES MANAGEMENT

Talents are the key resources for corporate development. The Group
highly values its employees and puts great emphasis on talent training
and development. During the year under review, the Group established
and implemented a more systematic human resources management
system covering areas, such as: recruitment, training, appraisal,
rewards, punishments and promotion. It also recruited qualified people
capable of fulfilling the job responsibilities, and enabled the new
employees to complete assigned tasks through induction trainings,
apprenticeship programme and job rotations. In order to build up an
excellent talent team, the Group improved the admission criteria for its
backup talent pool and established the “Yongquan Programme” to
provide trainings of various types to the employees who were admitted
to the backup talent pool. A total of 76 trainees completed a three-
month period of trainings and graduated in November 2019. New
intakes will be admitted to this programme each year, so as to better
ensure the sustainable development of the Group.

As at 31 December 2019, the Group had more than 2,303 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 bonus, the Group also
provides other benefits such as the pension funds as required by the
laws and regulations in the relevant jurisdiction. Details of the salaries
and other benefits of the employees can be found in note 8 to the
financial statement.

PRINCIPAL RISKS AND UNCERTAINTIES

During FY2019, the Group continuously built and improved its
Risk Management System, and carried out risk identification and
assessment, and formation and evaluation of risk control measures,
in order to effectively control the risks faced by the Group. In
accordance with the requirements as set out in the Group’s Risk
Management Policy and Risk Management Practice Handbook, the
Group summarised and performed an analysis on the principal risks
faced by it during the year under review. Such principal risks included
policy changing risk, accounts receivable risk, financing management
risk, engineering construction and operational management risks,
technology and innovation risks, compliance risk, competitive
advantage risk, internal control risk, staffing risk, and cost control risk.
In response to the aforesaid principal risks, the Group had, during the
year under review, gradually implemented risk control measures which
resulted in a reducing risk level of most of such principal risks. As
such, these risk control measures are currently evaluated as effective.
However, due to the external uncontrollable factors and diversity of risk
exposure, the risk level of policy changing risk, accounts receivable
risk, engineering construction and operational management risks and
competitive advantage risk remained unchanged.
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Effectiveness of

B RKBEBIRD A

No. Risk control measures Change in Risk Level
5% [ Bz £ 8 ERRBREERN EERSBE
1 Policy changing risk Effective
BRZHER B ~
2 Accounts receivable risk Effective
FEURR R R B i
3 Financing management risk Effective l
MEEERR B
4 Engineering construction and operational Effective
management risks B <>
TiRER B L e E R
5 Technology and innovation risks Effective l
RH R AR E B B
6 Compliance risk Effective l
aEaRRER B
7 Competitive advantage risk Effective
BFEZER B D
8 Internal control risk Effective l
P ER % il LB B
9 Staffing risk Effective l
ABEERR B
10 Cost control risk Effective l
pisey e B
1. Policy changing risk 1. KESZEE
The Group is subject to risks associated with changes in ANEE G RISKEE Rl A
regulations and policies for waste water treatment, river-basin B BEWmENR - fKkEA - HKk Kk
ecological restoration, sponge city construction, reusable water, EAKEARBEAER LB ESHEH
water supply and waste water source heat pump projects BER - Bk BEERITERTETHIR
in China. Any changes in legislative, regulatory or industrial &8 - njppERANER A TEAEK
requirements could render certain of the Group’s projects or TR BT AR s R E B A EE RS F
related technologies obsolete or financially unfeasible to operate, RE[1T - EM A Ae T REE AR - Bt
which in turn could have a material and adverse impact on the FEHR R E T IS ER T
Group’s business, financial condition, operating results and 2 AEE—FHZYB TR EIRRER
prospects. The Group has been closely monitoring the changes KA NEIEEERREENE/ LT
to national environmental protection policies, and adjusting its FEAREEEREEG  NMEEMEES
development direction in response to such changes. The relevant IBHIEMEZE  FRIER - REEE
management policies and standards have been updated in a HRFEAEBEREZESEK  BRAFHEXRE
timely manner to ensure that each technology and environmental METEE - BRI BT mBEaEWN -
protection indicator satisfies the requirements of national B E 3 ;ZJ‘L SRR B AR
standards, in order for the Group to achieve the pre-determined HwIETE
goal of sustainable growth. The existing control measures are
effective as a whole. However, the risk level remained unchanged
due to the uncontrollability of the risk.
02() CHINA EVERBRIGHT WATER LIMITED



Accounts receivable risk

The Group’s operations are concentrated within the Yangtze
River Delta in China and Bohai Economic Rim. The successful
operation of its business depends heavily on the environmental
water projects of the Group. As such, the Group’s business,
financial condition, operating results and prospects rely heavily
on the economic development, social conditions, government
creditworthiness, investment environment, government policies
or environmental conditions in the areas where its projects are
located. If the local governments or clients faced with financial
difficulties which decreased their ability to pay the service
fees, the amount of the Group’s accounts receivables may be
increased. During FY2019, the Group continued to strengthen its
communication with relevant local governments and authorities
and achieved good results in negotiating and formulating
practical and feasible plans to recover the accounts receivables.
Internally, the Group periodically analysed the overall status of
accounts receivables, and regularly assessed and improved the
existing receivable recovery plans. At the same time, the Group
strengthened the management of its cash flows to enhance
its resilience against the risk of failure in recovering receivables
timely in the future. The existing control measures are effective as
a whole. However, the risk level remained unchanged due to the
slow-down of China’s economic growth and increased financial
pressure faced by Chinese local governments.

Financing management risk

Maintaining the Group’s competitiveness and implementing
its growth strategies both require sufficient capital resources.
Any failure to obtain adequate funding or refinance the existing
debt at reasonable rates could adversely affect the Group’s
business, financial condition and operating results, and prevent
the Group from fulfilling its business objectives. During the year
under review, the Group continued monitoring the changes in
the domestic and overseas financing environment and the trend
of RMB exchange rate. The Group also made adjustment to
its financing structure as and when appropriate and actively
seized the opportunity to secure a low interest rate. By exploring
various financing models, the Group ensured that its capital
reserves would be sufficient and financing costs would be under
control. Meanwhile, based on the capital needs of each project,
the Group tailored the financing arrangements according to the
project timeline and progress so as to improve the efficiency for
obtaining financing approval and making loan drawdowns. The
existing control measures are effective as a whole with the risk
level on the downward trend.
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Engineering construction and operational
management risks

During the construction and operation period of a project,
risks that are difficult to quantify at the initial stage of the
project may cause the Group’s construction costs, restoration
costs, operational costs and actual revenue to deviate from
the Group’s initial estimates and thus may result in losses.
In addition, the construction and operation of the Group’s
projects, including any new project undertaken by the Group,
could be adversely affected by a number of factors which are
commonly associated with infrastructure projects and out
of the Group’s control. The Group’s operating projects are
running smoothly. Following a large number of new projects
commencing operations, the inexperienced workers may not be
able to immediately identify equipment deficiencies or potential
problems and this may result in environmental and safety
incidents. In respect of the engineering construction risk, the
Group’s existing rules and policies for project construction are
comprehensive. Duties of the supervising unit and the approval
procedures for on-site workers are sound and discharged
effectively. During FY2019, the Group enhanced its supervision
on and monitoring of construction sites for its construction
projects and carried out safety education and trainings, risk
identification, and regular inspections and assessments. The
Group identified and assessed potential safety hazards of each
project, supervised the implementation of rectification, and
assigned the responsibility to the person in charge. As for the
operational management risk, the Group further optimised its
ESHS Management System, formulated a contingency plan for
emergencies and conducted a comprehensive review on the
operations to eliminate operational shortcomings and ensure
discharge in compliance with the required standards. The
existing control measures are effective as a whole. However,
the risk level remained unchanged due to the large number of
new construction projects and new operating projects.

CHINA EVERBRIGHT WATER LIMITED
B R BIRD A

TEEREELEZRE

RIE B ERRREE M - EIEE VI
LA 210 A R B AT BE 8 SR SR B A iR AR
KN BERA  BEKAREBRKER
BEASBEAVIARTEA - mERIEX -
o - BE (BIEAEEEEOTAH
HE) WERMEE R TR WEEZEE
B EEMBAEBIREEETERNS
BRZNTFFE - AEBERIEERE
HRBTET BEAREFEKEB MK
B AJRETFETEA B RE T SAAER
WRBERBHEBBEREETR  #me
AIRBNE2FELSEN - STH TR
wEK  AEERBEIREIRESNE
xE HERBMRSERBIIES
ABEZTREREZEERWIT - —_F—
NYBREFER  AEBSERZIRER
MATHEIRSNEENE - B
BREZZHEEI - BRFER - THRE
HEZEILE  HESEEGTENLR
BEE - ERERERNWEMTIA o &1
EEEERR  NEEEETSESHS B
BEZR  fITTEIERTHELENR
FRETZ2EBERE  HBRELEIR
RFEZZHER - BRI IR MER

o BEERFAEIEEMFIREER
HERL  ZARSERRIFTTE -




5.

Technology and innovation risks

The Group’s continued success and competitiveness in the
industry depend on its ability to develop and improve the
technologies and techniques. The required technologies and
techniques are subject to continuous evolution and changes.
Such changes may require substantial investments and increase
the operating and R&D costs of the Group. Facing the increasingly
stringent regulatory requirements on environment imposed by
the Chinese government and considering the actual situations of
the Group, during FY2019, the Group continued to strengthen its
efforts and commitments towards technological innovation. The
Group will continue boosting its efforts in technological R&D and
innovation, proactively bring in professional technological talents,
carry out in-house technological R&D, and foster the application
of technological achievements to its projects, so as to adhere
to the “Technology-driven Development” ethos. The existing
control measures are effective as a whole with the risk level on the
downward trend.

Compliance risk

Failure to strictly comply with the relevant laws and regulations
in China, the Rules Governing the Listing of Securities on the
SEHK (the “HK Listing Rules”), the listing manual of SGX (“SGX
Listing Manual”) and relevant industry policies, etc., may resultin
administrative penalties or judicial proceedings against the Group
in the relevant regions, which may adversely affect the reputation
and operation of the Group. The Group places high emphasis
on the legality and compliance of its operations, and provides
safeguard through internal legal personnel and external legal
experts. The Group had formulated its policies and procedures
in strict compliance with laws and regulations, implemented
reasonable procedures and carried out compliance review.
During FY2019, the Group organised numerous legal trainings
on various topics by inviting external industry experts to conduct
on-site and online trainings, to enhance the legal knowledge of
its employees. It also conducted specific inspections on regular
or ad hoc basis with regards to material issues so as to strictly
control the compliance risk arising from daily affairs and key
focuses. The existing control measures are effective as a whole
with the risk level on the downward trend.
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Competitive advantage risk

A substantial influx of capital and competitors into the
environmental protection industry leads to the rapid change
of business model. Under such circumstances, the Group will
face intensifying competitions in the industry, which may affect
its results of business expansion and the investment return
of projects. Leveraging on its extensive practical experience,
the Group regularly collects market information of the industry,
makes comprehensive analysis and ensures the steady progress
on technological R&D. The Group maintains good relationship
with the local governments, participates in environmental water
projects developed by government authorities at various levels,
and ensures the stable operation of projects and discharge
in compliance with required standards, so as to achieve a
win-win-win situation among the government, corporations
and the community in the environmental protection field. During
FY2019, the Group continued monitoring market opportunities and
actively expanded its business. It successfully secured projects
in certain new regions. In addition, the Group has effectively
maintained its advantageous industry position in the existing
regions, and achieved stable growth in total business volume. The
existing control measures are effective as a whole. However, the
risk level remained unchanged due to the fierce competition in the
environmental water industry.

Internal control risk

The internal control risk is the material risk which the Group always
focuses on. The Group established an efficient and appropriate
organisation structure to clearly spell out the duties of each level and
functional department. By establishing various special committees,
such as: Risk Assessment Committee, Engineering and Technology
Committee, Budget Management Committee and Procurement
Management Committee, the Group strengthened specialised
review on material issues and the effective implementation thereof.
Effective risk management is achieved through establishing a
three-tier risk control mechanism comprising project companies,
functional departments at the headquarters, and the Legal &
Risk Management Department and Internal Audit Department.
During FY2019, the Internal Audit Department conducted internal
audit on a regular basis, discovered the deficiencies in internal
control, suggested rectification measures and followed up on
the implementation of rectification measures in a timely manner,
so as to ensure the continuous improvement of the Group’s
internal control. The Group effectively managed its internal control
risk through the existing structure involving the Management
Committee, the Legal & Risk Management Department and the
Internal Audit Department. The existing control measures are
effective as a whole. During FY2019, there was no event involving
significant internal control risk occurred and the risk level is on the
downward trend.

CHINA EVERBRIGHT WATER LIMITED
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10.

Staffing risk

The Group relies on the experience and ability of its key
management team and qualified staff. The training of key staff,
management and technical personnel is a cyclical process.
With the large number of new operating projects, the existing
management staff and engineers may be redeployed to new
project companies, which may result in continual difficulties
in reasonable allocation of human resources. Although the
Group can expand the talent pool through recruitment, the
limited supply of experienced employees in market, with the
other restricting factors such as salary level or location of the
workplace (i.e. remote areas), may increase the difficulty in
recruitment. During the year under review, the Group firmly
implemented the “Policy in Managing Backup Talent Pool”
and “Policy in Recruiting Professional and Technical Staff” to
continually enrich and improve the talent pool, and cooperated
with renowned universities in China to arrange CEO Course and
Engineering Master Programme for senior management and
core technicians, so as to enhance the training and development
of staff and improve staff training efficiency. During FY2019, the
Group maintained a team of key management and qualified
personnel and carried out regular and effective internal staff
training and development. The existing control measures are
effective as a whole with the risk level on the downward trend.

Cost control risk

Amid the macroeconomic policies of the Chinese government,
market changes and regulatory requirements and other factors,
the Group’s raw material costs for related businesses fluctuated,
resulting in an external pressure of increasing costs on the
engineering construction and operation of the Group, which
may affect the Group’s financial performance. During FY2019,
the Group continued to minimize the risk by clearly stipulating
the terms relating to price adjustment mechanism in the project
contracts. In addition, the Group emphasised the principle of
market risk sharing among parties in legal documents, so as to
avoid the Group from suffering excessive market risks. At the
same time, the Group strengthened its centralised procurement
management and adopted open tender process to ensure the
stability of supply prices of relevant raw materials with scale
effects to effectively eliminate cost control risk. The existing
control measures are effective as a whole with the risk level on
the downward trend.
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ENVIRONMENTAL AND SOCIAL MANAGEMENT

The Group places great importance on the impact of its operations
to both the environment and the society. The Group’s “Intelligent
Water” information management system assists the waste water
treatment plants achieve smart management and reduce the overall
energy consumption. Meanwhile, “Intelligent Water” also facilitates
standardised, normalised and refined operations management,
promoting a balanced development of the Group in order to ultimately
achieve a green and low-carbon operation goal. Additionally, the
Group has also been actively evaluating its environmental and social
performance against internationally recognised standards, including
the World Bank Group’s Environmental, Health, and Safety Guidelines,
and has been regularly submitting monitoring reports to International
Finance Corporation (“IFC”) since 2016. Most of the Group’s projects
have obtained or are actively applying for international management
standard certificates, including ISO 9001 Quality Management System,
ISO 14001 Environmental Management System, and OHSAS 18001/
ISO 45001 Occupational Health and Safety Management System.

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
People’s Republic of China (“PRC”), Production Safety Law of the
PRC, Labour Law of the PRC, Law of the PRC on Environmental
Impact Assessment, Water Pollution Prevention and Control Law of
the PRC, Marine Environment Protection Law of the PRC, Law of the
PRC on the Prevention and Control of Environmental Pollution by Solid
Waste, Law of the PRC on Prevention and Control of Environmental
Noise Pollution, Atmospheric Pollution Prevention and Control Law of
the PRC, Discharge Standard for Pollutants of Municipal Wastewater
Treatment Plants (GB18918-2002) and the applicable discharge
standards for pollutants prescribed by local governments, etc. No
breach of these laws and regulations which resulted in any significant
loss or impact to the Group was recorded in FY2019.

CHINA EVERBRIGHT WATER LIMITED
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With an aim to integrate regulatory requirements into operational
practices, the Group has fully implemented its ESHS Management
System since 2016. In FY2019, the Group continued to strengthen
the implementation of the ESHS Management System and Risk
Management System across all levels within the Group. In its ESHS
Management System, the Group formulated a contingency plan for
emergencies and conducted a comprehensive review on the operation
to rectify any identified issues, and proactively accepted the supervision
of the general public. Furthermore, the Group attaches great importance
to safety management and strict compliance with discharge standards.
The Group at all times adheres to the principles of “safe production”
and “compliance with environmental standards” by establishing and
improving its systems (such as safety management rules and policies)
as well as strengthening investigations and rectifications of hidden safety
hazards. Besides, the Group continued to carry out the “Safe Operation
Month” initiative at all projects and strived to fulfil its “Three Zeros” goal
(zero excessive discharge of pollutants, zero work safety accident
and zero case for violation of regulations or discipline) through various
activities, including themed presentations, trainings, safety inspections
and emergency drills.

In addition, the Group uploaded the key environmental information
of its projects to the corporate or environmental website for public
review, including environmental impacts assessment approvals, annual
environmental monitoring plans, environmental assessment monitoring
results and acceptance reports for completed projects, environmental
emergency response plans, monitoring results of waste water/air
emission/noise etc. The information disclosure allows public’s scrutiny
and helps enhance the transparency of operating projects.

At the same time, the Group actively responded to the requirements
under the “Notice on Further Opening the National Environmental
Protection Facilities and Urban Waste Water and Waste Treatment
Facilities to the Public” issued by the Ministry of Ecology and Environment
and the Ministry of Housing and Urban-Rural Development of the PRC,
and opened its waste water treatment facilities to the public. Currently,
a total of 20 projects have been officially opened to the public. During
FY2019, these projects received, in aggregate, 390 groups of visits with
14,200 visitors in total. The opening of waste water treatment facilities
promotes environmental protection knowledge to the public and raises
their awareness of environmental protection. In addition, this activity
eliminates the “Not in My Backyard Effect” and enhances the corporate
image. As of now, the Group has three batches of 11 projects (plants)
which have been listed as “National Environmental Protection Facilities
and Urban Waste Water and Waste Treatment Facilities Opened to the
Public”. A number of waste water treatment projects received various
awards and recognitions, such as the “Popular Science Base for Waste
Water Treatment”, “Ecological Civilization Construction Practice Base”
and “Environmental Education Base”.
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DIVIDEND

As part of the continuing efforts of the Directors to enhance
Shareholders’ return, the Directors have recommended a final
dividend of 3.74 Hong Kong cents (equivalent to 0.67 Singapore
cent) per ordinary share for FY2019. Subject to the approval by the
Shareholders at the forthcoming annual general meeting (the “AGM”)
to be held on 24 April 2020 (Friday), the proposed final dividend will be
paid on or around 13 May 2020 (Wednesday).
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Name of Dividend FY2019 Proposed Final Dividend

RE BB —E-NMBFREEREARRE

Dividend Type Cash

REESE ke

Dividend Amount 3.74 Hong Kong cents (equivalent to 0.67 Singapore cent) per ordinary share
RELE BAREBARS. 7481 (FE0.67F KD )

Tax Rate One-Tier Tax Exempt

BE —RTBIEER R

CLOSURE OF REGISTER OF TRANSFER AND
REGISTER OF MEMBERS

(a) For determining the entitlement to attend and vote
at the forthcoming AGM

For Singapore Shareholders

The Register of Transfer and Register of Members of the
Company will be closed at 5:00 p.m. on 21 April 2020 (Tuesday)
for the purpose of determining the entitlement of Singapore
Shareholders to attend and vote at the forthcoming AGM. Duly
completed registrable transfers received by the Company’s share
registrar, Boardroom Corporate & Advisory Services Pte. Ltd., 50
Raffles Place, #32-01 Singapore Land Tower, Singapore 048623
up to 5:00 p.m. on 20 April 2020 (Monday) will be registered to
determine Singapore Shareholders’ entitlements to attend and
vote at the forthcoming AGM.
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(b)

For Hong Kong Shareholders

The Hong Kong branch register of members of the Company
will be closed from 21 April 2020 (Tuesday) to 24 April 2020
(Friday), both days inclusive, for the purpose of determining the
entitlement of Hong Kong Shareholders to attend and vote at
the forthcoming AGM. Duly completed registrable transfers of
Shares received by the Hong Kong branch share registrar of the
Company, Boardroom Share Registrars (HK) Limited, 2103B,
21/F, 148 Electric Road, North Point, Hong Kong, up to 4:30 p.m.
(Hong Kong time) on 20 April 2020 (Monday), will be registered
to determine Hong Kong Shareholders’ entitlements to attend
and vote at the forthcoming AGM.

For determining the entitlement to the FY2019
Proposed Final Dividend

For Singapore Shareholders

The Register of Transfer and Register of Members of the
Company will be closed at 5:00 p.m. (Singapore time) on 29 April
2020 (Wednesday) being the Singapore Books Closure Date for
the purpose of determining the entitlement of the Singapore
Shareholders to the FY2019 Proposed Final Dividend.

Duly completed registrable transfers of Shares received by the
Company’s share registrar, Boardroom Corporate & Advisory
Services Pte. Ltd., 50 Raffles Place, #32-01 Singapore Land
Tower, Singapore 048623 up to 5:00 p.m. (Singapore time)
on 29 April 2020 (Wednesday) will be registered before
entittements to the FY2019 Proposed Final Dividend are
determined. Members whose securities accounts with The
Central Depository (Pte) Limited are credited with Shares as at
5:00 p.m. (Singapore time) on 29 April 2020 (Wednesday) will
be entitled to the FY2019 Proposed Final Dividend.

(b)
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CHIEF EXECUTIVE
OFFICER’S REPORT

For Hong Kong Shareholders

The Hong Kong branch register of members of the Company
will be closed from 30 April 2020 (Thursday) to 4 May 2020
(Monday), both days inclusive, during this period no transfer of
shares will be registered. Shareholders whose names appear on
the Hong Kong branch register of members of the Company as
at 4:30 p.m. (Hong Kong time) on 29 April 2020 (Wednesday) will
be entitled to the FY2019 Proposed Final Dividend.

Duly completed registrable transfers of Shares received by the
Hong Kong branch share registrar of the Company, Boardroom
Share Registrars (HK) Limited, 2103B, 21/F, 148 Electric Road,
North Point, Hong Kong, up to 4:30 p.m. (Hong Kong time) on
29 April 2020 (Wednesday), will be registered before entitlements
to the FY2019 Proposed Final Dividend are determined.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of its listed securities for FY2019.

CONVERTIBLES, PREFERENCE SHARES AND
TREASURY SHARES

The Company did not have any outstanding convertibles, preference
shares and treasury shares as at 31 December 2019 and 2018. During
FY2019, there were no sales, transfers, disposal, cancellation and/or
use of treasury shares.

MR. AN XUESONG

Executive Director and CEO

12 March 2020
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LEVERAGING INNOVATION
EXPLORING OPPORTUNITIES
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CORPORATE

INFORMATION

NEEF

BOARD OF DIRECTORS
Non-Executive Director
Mr. Wang Tianyi (Chairman)
Executive Directors

Mr. An Xuesong (Chief Executive Officer)
Mr. Luo Junling (Chief Financial Officer)

Independent Non-Executive Directors

Mr. Zhai Haitao
Mr. Lim Yu Neng Paul
Ms. Cheng Fong Yee
Ms. Hao Gang

AUDIT COMMITTEE
Mr. Lim Yu Neng Paul (Chairman)
Mr. Zhai Haitao
Ms. Cheng Fong Yee
Ms. Hao Gang

REMUNERATION COMMITTEE
Ms. Cheng Fong Yee (Chairman)
Mr. Wang Tianyi
Mr. Zhai Haitao
Mr. Lim Yu Neng Paul

NOMINATING COMMITTEE
Mr. Zhai Haitao (Chairman)
Mr. Wang Tianyi
Mr. Lim Yu Neng Paul

STRATEGY COMMITTEE
Mr. Wang Tianyi (Chairman)
Mr. An Xuesong
Mr. Luo Junling
Ms. Hao Gang

MANAGEMENT COMMITTEE
Mr. An Xuesong (Chairman)
Mr. Luo Junling
Mr. Wang Yuexing
Mr. Wang Guanping
Mr. Zhang Guofeng
Mr. Sun Linbo
Mr. Niu Kesheng
Mr. An Pinglin
Mr. Wu Zhiguo

JOINT COMPANY SECRETARIES
Ms. Peng Pei (ACIS, ACS)
Ms. Ho Wing Tsz Wendy (FCIS, FCS(PE))

REGISTERED OFFICE
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda
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SHENZHEN OFFICE
26/F., Block A, Oriental Xintiandi Plaza
No.1003 Shennan Avenue, Futian District
Shenzhen, People’s Republic of China 518000

SINGAPORE OFFICE
9 Battery Road, MYP Centre
#20-02 Singapore 049910

HONG KONG OFFICE
Room 3601, 36/F., Far East Finance Centre
16 Harcourt Road, Hong Kong

BERMUDA SHARE REGISTRAR
Conyers Corporate Services (Bermuda) Limited
Clarendon House, 2 Church Street
Hamilton HM 11, Bermuda

SINGAPORE SHARE TRANSFER AGENT
Boardroom Corporate & Advisory Services Pte. Ltd.
50 Raffles Place, #32-01 Singapore Land Tower
Singapore 048623

HONG KONG SHARE REGISTRAR AND
TRANSFER OFFICE
Boardroom Share Registrars (HK) Limited

21083B, 21/F., 148 Electric Road, North Point, Hong Kong

AUDITOR
Ernst & Young LLP
One Raffles Quay, North Tower, Level 18
Singapore 048583
Partner-in-charge: Mr. Alvin Phua Chun Yen
(Appointed in Financial Year 2017)

COMPLIANCE ADVISOR
Anglo Chinese Corporate Finance, Limited
40/F Two Exchange Square
8 Connaught Place, Central, Hong Kong

LEGAL ADVISORS
Allen & Gledhill LLP
Li & Partners
China Commercial Law Firm

PRINCIPAL BANKERS
Agricultural Bank of China Limited
Bank of China (Hong Kong) Limited
Bank of China Limited
Bank of Communications Co., Ltd. Hong Kong Branch
China Construction Bank (Asia) Corporation Limited
China Construction Bank Corporation
DBS Bank Limited
Far Eastern International Bank
Industrial and Commercial Bank of China Limited
Mizuho Bank, Ltd.
Taipei Fubon Commercial Bank Co., Ltd.

PUBLIC RELATIONS
Citigate Dewe Rogerson

WEBSITE
www.ebwater.com

STOCK CODES
U9E.SG
1857.HK

FIFERE

AR BRI T A A [ OFR E R 28 100358
R R E S ARE26HE

45 - 518000

HIMERAE

I AR EEKISEMYPH L#20-02%F

45 © 049910
BEBPNE

EBERB16%

IR AR 36183601F
BRERGBFZLE

Conyers Corporate Services (Bermuda) Limited

Clarendon House, 2 Church Street
Hamilton HM 11, Bermuda

PR (7 BBREAE
BRECEEZKAREGARAR

NG B B 5090 FT B H K E#32-01

4w - 048623
BERGBFELE

EEEESELTEARAT

F&IL AT RE1485521182103B=E
FETET

Ernst & Young LLP

N B h 5 BR 15 L PR 181

4R : 048583

TEERA BBEXE

(RZE—tHRFEEE)

=v:7 -z

R BERER QR
BB RIRBELEESEN
R 5 E5E 28402

EEEER

Y imigE 2B

IR ERTT

EE R BT

FERT
FEEERITROAERAR
FERTT (B8) BRAR
FERITRD AR AR
RBBITEBDTT
REERIRT (M) BOBERAH
FREERIRITROERARF]
ERIEIT

IR B EIRTT

FE T ERITIRD AR AR
IntEiRTT

Bt EBEERITRHOBR AT
LB

HEAE

BF4Y
www.ebwater.com
BGHE
U9E.SG
1857 .HK

ANNUAL REPORT 2019
“E-NFERS

033



FINANCIAL
HIGHLIGHTS

MR

RESULTS / #4&
FY2019 FY2018 PERCENTAGE CHANGE
—E-NUBEE —E-NHRFE FY2019 VS FY2018
—“E-NEBEFEELL
HK$’000 HK$’'000 - )\UBEE
FET FHET FEB)H DL
B seeoTs VTS
Gross Profit
ER - reesrre T
EBITDA* o
BB BUR FERMEMNERN — veeesrs
Profit Attributable to Equity Holders
of the Company 833,483 676,459 23%
A B B T A B B e e
Return on Shareholders’ Equity (%) 4
BEESEHE (%) . S laeer
Basic Earnings per Share (Hong Kong cents) o
SREABRA GBU) - o e
Total Dividend per Share
BREFERE
Hong Kong cents 74l 7.48 N/A
(Fong d ) 1.32 0.99 83%

(equivalent to Singapore cents Z{EHT K T)

FINANCIAL POSITION / B #&#R R

31 DECEMBER 2019 31 DECEMBER 2018 PERCENTAGE CHANGE

—E-NEF —ZF— \#F 31 DECEMBER 2019 VS
+=HA=+-—H +=ZRA=+—H 31 DECEMBER 2018
—E-NF
+=ZA=+—H%t
—E-NF
HK$’000 HK$’'000 +=—A=+—H
FHET FATT ZEE N
Total Assets
JBRE e O e o
Total Liabilities
waE 13,134,279 10,920,692 20%
Equity Attributable to Equity Holders
of the Company 8,810,069 7,983,190 10%
L N =L S
Net Asset Value per Share (HK$) o
Gearing Ratio (Total Liabilites / Total Assets) 57.9% 55.8% 2 1pptt

EERGEX (RBE/EEE)
*  EBITDA is the profit for the year before deduction of interest, taxes, depreciation and amortisation.
BFILE - BIE - T EREBIHFIEFBHGFE - HWHE - TERBHIZ KFERF)

#  ppt: percentage point
F 538
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REVENUE / It A

HK$'000 / 7T

5,550,773 4,768,318 3,691,633

FY2019 FY2018 FY2017

\Zg—ﬂjﬂ?fﬂlﬁﬁ T )\MEBRFE “ELHHFE

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY /
AN A EmFTE ABERT

HK$'000 / F# 7T

833,483

676,459

FY2019 FY2018 FY2017
—E-NBREE —T-\RBEE “ELMBEE

BASIC EARNINGS PER SHARE / SR EARZF|

Hong Kong cents / 7Ll

—e— sy 00000000060600600606666 3007

FY2018
= R 25.58

FY2017
B EEE 19.61

NET ASSET VALUE PER SHARE / SR EEFE

HKS$ / BTt
—e_nrionci-n 0000000606060060066666 308
31 December 2018
—E-N\F+=ZA=+—H 2.98
31 December 2017 299

—E—+Ft+-A=1+—H
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CORPORATE
MILESTONES
TRERR

‘ Secured Jiangsu Zhenjiang Zhengrunzhou Waste Water Treatment Plant TOP TEN INFLUENTIAL
Operation and Management Project ENTERPRISE IN CHINA’S
B TR T DB 5 KRB R sTE % WATER INDUSTRY

PEIARETRFENLE

FIRST QUARTER 2019 —E-NEE-FE

e Issued the third tranche of RMB-denominated corporate bonds e [AIF B3R A& KR E H 1T A
with a principal amount of RMB700 million to qualified investors AREFHEARS A7.00BTA
in China REHE=HAGES

e Announced FY2018 annual results, with profit attributable to the o A —Z— \BIRFEE2F
equity holders of the Company up by 32% year on year B ANREEREARGR

MK F R AL R 32%
e Secured Jiangsu Zhenjiang Znhengrunzhou Waste Water Treatment ~ ®  BUSIT & ST DB M5 KR HE

Plant Operation and Management Project, which enhanced the MEFTELIER - HAREH
Group’s capability in operation and management services L& & RS eE
e Recognised as 2018 “Top Ten Influential Enterprise in China’s @ AZE20R5EF &2 =% —/\
Water Industry” by E20 Environment Platform FE [REKETRTEN
=
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HKEX

R EM

Listed on the Main Board of the SEHK
TRBSEAZ AT EAREAR =TT

SECOND QUARTER 2019

Convened annual general meeting of the Company for FY2018

Listed on the Main Board of the SEHK, achieving the Company’s
dual primary listing status in Singapore and Hong Kong

Secured Zhejiang Tongxiang West Area Drinking Water Sources
Protection PPP Project, which was the Group’s first project in
the area of drinking water sources wetland protection, as well
as the Company’s first environmental water project in Zhejiang
Province

Ranked the 21st place in the 2019 “China’s Top 50 Environmental
Enterprise” organised by China Environment Chamber of
Commerce of the All-China Federation of Industry and Commerce

—E-NEE-FE

BRA-ZE—\TBRFERE
BAEXRg

B FT EARENE T 0 BIh
BRI R BB ESEE
i)

ER A5 547 T 47 488 78 26 8% AR /K TR AR
ERERIIEPPPIER » AXE
H{E B KRZHIE B A &
AT A M E ERIRKEIEE

ANESETEBREES (=
/& B 2167
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CORPORATE
MILESTONES
R EREE

Q3’19
@)

SUSTAINABILITY WINNER
AR AR

under the category Mid-Cap in the

Investors’  Choice  Awards 2019
organised by the Securities Investors
Association (Singapore)
MMEFAFREEHE T —NFR

[&E 2% | fETERE (hAER
$a5l)

THIRD QUARTER 2019

magazine in Singapore

Investors Association (Singapore)

038 CHINA EVERBRIGHT WATER LIMITED
= = HEXARKBERAT

CENTURION CLUB
BRRELE

under the service sector
organised by The Edge
Singapore, an influential
financial magazine in Singapore

FTINERE B 4S8 The Edge
Singaporef&# (ARISIETTE)

. BEST OF SOCIAL
RESPONSIBILITY AWARD
RAHESEER

at the 2019 China Corporate
Elites Award Ceremony in

Hong Kong
BB NFREPERER
s

—E-NEE=FE

e Secured Shandong Zibo Zhangdian East Chemical Industrial e
Park Industrial Waste Water Treatment Project, marking the
Group'’s first adoption of market-oriented operation model for the
industrial park waste water treatment business

e Admitted to the list of “Centurion Club” under the service e
sector organised by The Edge Singapore, an influential financial

e Received the “Best of Social Responsibility Award” at the 2019 e
China Corporate Elites Award Ceremony in Hong Kong

e Awarded the “Sustainability Winner” under the Mid-Cap category e
in the Investors’ Choice Awards 2019 organised by the Securities

S I RSB RIER EME TE
THREKREIER - ARRTR
SR IERSKEETHE
BEERAHRER

NG FF AN RE B B A4S K B8 The
Edge Singapore®FE [BXK
B ] (RFBEITEH)
EEEE T —NFHRELE
RS [REAMERTE]
BISFIEESREEHE =
TE-NEFE [REEZE]| &
HATERE [AIHEERAK
21 (PERRER)



Urban Waste Water Treatment Facilities Opened to the Public
YT S 7K BRI SR e A A R R

FOURTH QUARTER 2019 —E-NEFENEFE

e Multiple waste water treatment projects were included in the list o & T~ Z{ES/KEIEEB AREH
of “National Environmental Protection Facilities and Urban Waste KR [ IROREEHEANI 7105 7K Bz
Water and Waste Treatment Facilities Opened to the Public” i NS ) R vl

e Secured Shandong Ji'nan Tangye New Area Waste Water o B IR BEmREATREGKE
Treatment PPP project, marking another underground waste EPPPIER - AAKEX—1E
water treatment project of the Group 1T SKEEIER

e Secured Shandong Ju County Urban Waste Water Treatment o HUS IR E &5 /KRR E
Project, marking the Group’s market share in the waste water B BHREAEETEEHZHME
treatment market in the urban area of Ju County reaching 100% VAIKERIETIS G A EZE100%
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BOARD OF
DIRECTORS

EEGHE

MR. WANG TIANYI
FRERE

Non-Executive Director'and Chairman '/

FHATESRESEK

Mr. Wang, aged 57, is the Non-Executive Director and Chairman of
the Company. He is also the chairman of the Strategy Committee,
a member of the Nominating Committee and the Remuneration
Committee, and a director of several subsidiaries of the Group.
Mr. Wang is the Executive Director and Chief Executive Officer of
Everbright International. He is also the Non-Executive Director and
Chairman of China Everbright Greentech Limited (a subsidiary of
Everbright International, the shares of which are listed on the SEHK).

Prior to joining the Group and Everbright International, Mr. Wang
was formerly the Dean of Shandong Academy of Science and the
Deputy Mayor of Ji'nan City, Shandong Province. Mr. Wang had
been the Vice President of Yantai University, and the Dean and
Professor of the Economic Management Faculty of Yantai University,
in Shandong Province.

Mr. Wang is currently a part-time professor of Tsinghua University,
the Co-Director of the Center for PPP at Tsinghua University, a
member of International Coalition for Green Development on the
Belt and Road Advisory Board, a vice chairman of China Ecological
Civilization Research and Promotion Association, a vice chairman of
All-China Environment Federation, and a vice chairman of Industrial
and Academic Union of Ecological Environment of the China
Association for Science and Technology. He is also a member of
the United Nations Economic Commission for Europe PPP Business
Advisory Board, a member of the China Council for International
Cooperation on Environment and Development, and a member of
China Business Research Centre Advisory Council of the National
University of Singapore.

Mr. Wang holds a Doctorate degree in Economics, a Master’s
degree in Management and a Bachelor’s degree in Electronics from
Tsinghua University. He had pursued advanced studies at Harvard
University and University of California in the United States.

Mr. Wang joined the Board in December 2014 and was
re-designated as Non-Executive Director and Chairman of the
Company in February 2017.

CHINA EVERBRIGHT WATER LIMITED
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MRUAN XUESONG

BB

'/ | | Executive Director and CEO

I fareEsres

Mr. An, aged 49, is the Executive Director and CEO of the Company.
He is also the chairman of the Management Committee, a member
of the Strategy Committee, and a director of several subsidiaries
of the Group. He is also the Deputy General Manager of Everbright
International.

Mr. An has comprehensive experience and knowledge in mergers
and acquisitions, project investment and management, accounting
management and risk management. Prior to joining the Group and
Everbright International, Mr. An worked at the Municipal General
Office of Jingzhou, Hubei Province, China Everbright Bank Company
Limited and Guangdong Technology Venture Capital Group Ltd.

Mr. An holds a Master of Business Administration degree from
Jinan University. He is a Certified Public Accountant in China and a
Certified International Internal Auditor.

Mr. An joined the Board in December 2014, and was re-designated
as Executive Director and CEO of the Company in August 2015.
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BOARD OF
DIRECTORS

EEGHE

MR. LUO JUNLING
EREEE

Executive Director and Chief Financial Ofﬁcer

HITESFERVGE

Mr. Luo, aged 46, is the Executive Director and Chief Financial
Officer (“CFQ”) of the Company. He is also a member of the Strategy
Committee and the Management Committee, and a director of
several subsidiaries of the Group.

Mr. Luo has rich experience in accounting management and
operations management. Mr. Luo was formerly the Vice President
of the Company. Prior to joining the Group and Everbright
International, Mr. Luo worked at China Construction Bank (Fujian
Branch), Fuzhou Guang Min Road and Bridge Construction and
Development Co., Ltd., and Fujian Min Xing Accounting Firm.

Mr. Luo holds a Bachelor’s degree in International Accounting from
Shaanxi Institute of Finance and Economics. He is a Certified Public
Accountant and a Certified Tax Agent in China.

Mr. Luo joined the Board in May 2018.

CHINA EVERBRIGHT WATER LIMITED
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MRIZHAI HAITAO

(ERSTE

'/ | | Independent Non-Executive Director

W Esnqes

Mr. Zhai, aged 51, is the Independent Non-Executive Director of
the Company, the chairman of the Nominating Committee and a
member of the Audit Committee and the Remuneration Committee.
He is also the Independent Non-Executive Director of Everbright
International.

Mr. Zhai has extensive experience and knowledge in banking,
capital market and management. He is currently the President
and Partner of Primavera Capital Group. He is also the Director of
China Asset Management Co. Ltd. He was formerly the Managing
Director of Goldman Sachs Asia LLC and the Chief Representative
of Goldman Sachs Beijing Office. Prior to joining Goldman Sachs,
Mr. Zhai worked at the International Department of the People’s
Bank of China in Beijing, and was the Deputy Representative of
the People’s Bank of China Representative Office for the Americas
based in New York.

Mr. Zhai holds a Master’s degree in International Affairs from
Columbia University, a Master of Business Administration degree
from New York University and a Bachelor of Arts degree in
Economics from Peking University.

Mr. Zhai joined the Board in August 2015.
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MR. LIM YU NENG PAUL
M EE L4

Independent Non-Executive Director
B IEMITES

Mr. Lim, aged 57, is the Independent Non-Executive Director of
the Company. He is also the chairman of the Audit Committee and
a member of the Nominating Committee and the Remuneration
Committee.

Mr. Lim has over 25 years of banking experience with international
investment banks including Morgan Stanley, Deutsche Bank,
Salomen Smith Barney and Bankers Trust. He is currently the
Managing Director and Head of Private Equity of SBI Ven Capital
Pte. Ltd., and the Independent Director of Golden Energy and
Resources Limited (listed on SGX) and Nippecraft Limited (listed
on SGX).

Mr. Lim holds a Master of Business Administration degree in
Finance and a Bachelor of Science degree in Computer Science
from the University of Wisconsin, Madison, United States. He is
also a Chartered Financial Analyst.

Mr. Lim was first appointed as the Independent Director of the
Company in July 2007 and continued to be the Independent Non-
Executive Director of the Company upon the completion of reverse
takeover in December 2014.

CHINA EVERBRIGHT WATER LIMITED
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MS. CHENG FONG YEE
BREELL

/' |/} / Independent Non-Executive Director
e &

Ms. Cheng, aged 63, is the Independent Non-Executive Director
of the Company. She is also the chairman of the Remuneration
Committee and a member of the Audit Committee.

Ms. Cheng has more than 20 years of experience in the insurance
industry and is an Associate of the Australian Insurance Institute.
She has been involved in major overseas insurance projects,
particularly in the Asia Pacific region, and is actively involved in
utilising insurance as a financial tool for project development. Ms.
Cheng is currently the head of the Insurance Division of AsiaOne
Insurance Agency Pte. Ltd. in Singapore and Executive Director
(Principal Representative) of the Cambodia Branch of AsiaOne
Insurance Agency Pte. Ltd. She also headed the Business
Development Department of Aon Insurance Brokers, the biggest
broking house in Asia, and managed the insurance division of the
Singapore Technologies Group.

Ms. Cheng completed her insurance study at the Australian
Insurance Institute.

Ms. Cheng was first appointed as the Independent Director of the
Company in July 2007 and continued to be the Independent Non-
Executive Director of the Company upon the completion of reverse
takeover in December 2014,
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MS. HAO GANG

MR Z+

Independent Non-Executive Director

B IFITES

Ms. Hao, aged 61, is the Independent Non-Executive Director of
the Company. She is also a member of the Audit Committee and
the Strategy Committee.

Ms. Hao is currently an Associate Professor at the Department
of Management Sciences, the Assistant Dean of the College of
Business, and the Co-Director of CityU-Tsinghual EMBA/MPA
(PPP) dual degree programme at the College of Business, City
University of Hong Kong. Prior to that, she took a number of roles at
the City University of Hong Kong, mainly responsible for university
development and international programme, amongst others. Ms.
Hao also worked in Techno-Economic Research Institute of National
Economic Commission of the PRC and participated in a number of
major national investment and research projects in China.

Ms. Hao holds a Doctorate degree in Decision Sciences and
Operations Management from University of Pittsburgh in the United
States, a Master’s degree in Industrial Administration from Tianjin
University and a Bachelor of Science degree in Mathematics from
Sichuan University.

Ms. Hao joined the Board in March 2018.

CHINA EVERBRIGHT WATER LIMITED
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MR. WANG YUEXING
Vice President

Mr. Wang, aged 50, is the Vice President of the Company.

Mr. Wang has rich experience in engineering construction and
operations management. Mr. Wang was formerly the Deputy
General Manager of Everbright Environmental Protection
Technology Development (Beijing) Limited and Everbright
Environmental Protection Engineering (Shenzhen) Limited, and
the Plant Manager of Ji'nan Waste Water Treatment Project
(Plant 1).

Mr. Wang holds a Master’s degree in Environmental Engineering
from Tsinghua University, a Master of Business Administration
degree from Shandong University and a Bachelor’s degree in
Civil Engineering from South China University of Technology.
He also holds the titles of Certified Cost Engineer and Certified
Senior Engineer.

MR. WANG GUANPING
Vice President

Mr. Wang, aged 47, is the Vice President of the Company.

Mr. Wang has rich experience in technology management
and R&D. He was granted several invention patents and utility
patents. Mr. Wang was formerly the Assistant Dean of Everbright
Environmental Research Institute, Chief Technology Officer of
China Environmental Protection Science and Technology Holdings
Limited, Deputy Chief Engineer of Shenzhen Liyuan Water Design
and Consultant Limited and Chief Engineer of Operation Branch
of Wuhan Kaidi Water Services Co., Ltd.

Mr. Wang holds a Doctorate degree in Environmental Engineering
from Tsinghua University, a Master's degree in Municipal
Engineering from Tongji University and a Bachelor’'s degree
in Water Supply and Sewerage Engineering from Huazhong
University of Science and Technology. He holds the title of
Certified Senior Engineer.
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SENIOR
MANAGEMENT
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MR. ZHANG GUOFENG

Vice President

Mr. Zhang, aged 43, is the Vice President of the Company.

Mr. Zhang has rich experience in project investment, operations
management and mergers and acquisitions. He was formerly the
General Manager of the Investment Development Department at
Everbright Environmental Protection (China) Limited, the Deputy
General Manager of Everbright Water (Zibo) Limited and the
Supervisor of Everbright Environmental Energy (Xintai) Limited.

Mr. Zhang holds a Master of Business Administration degree from
Yunnan University of Finance and Economics and a Bachelor’s
degree in Engineering from Qingdao University of Science and
Technology. He is a Certified International Accountant with the
China Association of Chief Accountants, a Certified Management
Accountant with the Institute of Certified Management
Accountants in the USA and a member of the Association of
International Accountants.

MR. SUN LINBO

Vice President

048

Mr. Sun, aged 49, is the Vice President of the Company.

Mr. Sun has rich experience in infrastructure construction and
project operations management in the environmental protection
industry. He is also the General Manager of Everbright Water
(J’nan) Limited.

Mr. Sun holds a Master’s degree in Environmental Engineering
from Shandong University and a Bachelor’'s degree in Hydrology
Engineering and Construction from Shandong Industrial University.
He holds the titles of Certified Cost Engineer in China and
Engineering and Technical Application Researcher.

CHINA EVERBRIGHT WATER LIMITED
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MR. NIU KESHENG
CEQO Assistant

Mr. Niu, aged 56, is the CEO Assistant of the Company.

Mr. Niu has rich experience in operations management within the
environmental protection industry. He is also the General Manager
of Everbright Water (Zibo) Limited.

Mr. Niu holds a Bachelor’s Degree in Engineering on Mechanical
Manufacturing Process and Equipment from Shandong University
of Technology. He also holds the title of Engineering Researcher on
Environmental Protection Engineering.

MS. PENG PEI
Legal Counsel and Joint Company Secretary

Ms. Peng, aged 33, is the Legal Counsel and Joint Company
Secretary of the Company. She is also the General Manager of the
Legal and Risk Management Department of the Company.

Prior to joining the Company, Ms. Peng was a practising lawyer at
the Singapore office of Allen & Gledhill LLP. Her areas of practice
included mergers and acquisitions and derivatives. She also
participated, as a core member, in a major research project of the
Supreme People’s Court of the PRC on disregarding the corporate
entity to propose the relevant judicial interpretations.

Ms. Peng holds Master of Laws degrees from New York University,
National University of Singapore and Tsinghua University and
a Bachelor of Laws degree from Tianjin University. She is called
to the PRC Bar and the State Bar of California, United States.
Ms. Peng is also an associate member of Chartered Secretaries
Institute of Singapore and The Institute of Chartered Secretaries
and Administrators.
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ENVIRONMENTAL
AND SOCIAL POLICIES

SUSTAINABILITY
REPORT

A RESERS

ENHANCE CITIES’
RESILIENCE AGAINST
CLIMATE CHANGE

RIRRHEEEER

ENVIROMENTAL O

RAHSHEHRIRBLH
ngiae

HEALTH AND SAFETY
RERZZE

This is an abstract of Everbright Water's Sustainability Report for
FY2019. The full Sustainability Report for FY2019 is prepared in
accordance with the Global Reporting Initiative (“GRI”) Standards:
Comprehensive Option, the SGX Listing Manual (Rules 711A and
711B and Practice Note 7.6 Sustainability Reporting Guide) and
the Environmental, Social and Governance (‘ESG”) Reporting
Guide published by the SEHK. The Sustainable Development Goals
(“SDGs”) of the United Nations are fully integrated into the Company’s
environmental and social management strategies to align with its core
value of “Creating Better Investment Value and Undertaking More
Social Responsibility” and to demonstrate its commitment to tackling
the world’s most pressing issues.

The full report, in both Chinese and English versions, will be available
for download on the SGXNet (www.sgx.com) and the websites of
Everbright Water (www.ebwater.com) and Hong Kong Exchanges
and Clearing Limited (“HKEX”) (www.hkex.com.hk) in May 2020.
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Following the increasingly stringent environmental
policy system and regulatory framework in China,
the Group believes that maintaining stable and good
operations management is an important responsibility
as a water environment management company.

The Group implemented advanced management
systems such as ESHS Management System,
Risk Management System and “Intelligent Water”
Information Management System to standardise
the management of its environmental and social
impact. This is to achieve a more professional,
standardised, quantifiable and informative
operations management. In order to identify and
control the relevant environmental, social and safety
risks derived from the contracted work process, the
Group has specifically formulated and implemented
the Contractors ESHS Management Measures.
Such measures require the Company to review
the contractors in different aspects, including their
background, qualifications, construction operations
and environmental performance.

The Group has also been actively evaluating its
environmental and social performance against
internationally recognised standards, including the
World Bank Group’s Environmental, Health, and
Safety Guidelines and has been regularly submitting
monitoring reports to IFC since 2016. The monitoring
reports cover all projects of the Group, including
projects in the preparatory stage, projects under
construction and projects in operation.

CHINA EVERBRIGHT WATER LIMITED
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CLEAN WATER
AND SANITATION

L

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

o

SUSTAINABLE CITIES
AND COMMUNITIES

;R

CLIMATE
ACTION

3

ENHANCE CITIES’ RESILIEN
Rt EHR RIRRE R EEE

Natural disasters such as extreme rainfall and water
scarcity caused by global climate change can
cause significant impact to the Group’s business.
To improve the projects’ resilience against climate
change, the Group has included climate change
risk into its Risk Management System in order to
formulate more comprehensive emergency and
natural disaster contingency plans.

The Group contributes to the development of
sustainable cities and communities in China
by providing a series of water environment
management services. Its waste water treatment,
water supply, reusable water, and sludge treatment
and disposal projects substantially minimise the
environmental impact arising from waste water
discharge. In addition, the Group’s river-basin
ecological restoration projects construct a more
stable ecological environment, and thus improve, at
a macro-level, the cities’ flood prevention ability.

In addition, the “Sponge City” as one of the
Group’s key businesses, aims to improve a city’s
ability in absorption, infiltration, retention, release
and purification of rainwater, and to strengthen
the function of the ecosystem in the city through
systems that can effectively control surface runoff
and relieve pressure on urban river channels.
The Group applies the “Sponge City” concept
in practice through its Zhenjiang Sponge City
Construction PPP Project, which integrates a series
of water storage tanks, rainwater pump stations,
rainwater drainage networks, waste water treatment
facilities, as well as ecological restoration works
etc. The project has greatly improved the urban
infrastructure and promoted the policies relating to
effective resource utilisation and flood prevention.
To purify urban water resources, the Group has
also revitalised several black and odorous rivers
in Zhenjiang city that discharge into the Jinshan
lake through various measures such as stabilising
river banks and slopes, dredging, controlling
the pollution sources, intercepting the polluted
flow, enhancing the circulation of water flow and
restoring the wetland etc.

The Group has also successfully expanded into a
new business area by securing its first drinking
water sources wetland protection project (i.e.
Zhejiang Tongxiang West Area Drinking Water
Sources Protection PPP Project). Once the project
completes construction and commences operation,
it will effectively improve the quality of water supply
in Tongxiang City and strengthen the risk resistance
capabilities of the local water plants.
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ENVIRONMENTAL PERFOR
RERE

The demand for water has been increasing
continuously in China and this intensifies the problem
of water shortage. As a leading water environment
management enterprise in  China, the Group
recognises the importance, urgency and challenges
of environmental management. Therefore, the Group
firmly adheres to the principle of compliant discharge
and builds a comprehensive management system
that can minimise the impact of harmful substances
on the aquatic and terrestrial ecosystems.

Waste Water and Waste Management

The Group sets stringent discharge standards
for all its waste water treatment projects. Through
continuous upgrading works, the effluent discharged
from all of the Group’s waste water treatment
projects complies with relevant requirements as
stated in the environmental impact assessment
reports approved by the local governments, whilst
majority of the projects comply with Grade 1A
standard of Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant (GB18918-
2002). During the year under review, the Group
treated approximately 1,433,805,000 m® of waste
water, and reduced approximately 325,441 tonnes
of chemical oxygen demand discharge.

The Group’s reusable water projects purify effluent
from its waste water treatment plants and turn it
into reusable water as cooling water used by the
plants or for general industrial use in accordance
with the Reuse of Urban Recycling Water — Water
Quality Standard for Industrial Uses (GB/T19923-
2005) or equivalent standards, in order to reduce
the fresh water consumption of cities. During the
year under review, the Group’s reusable water
projects produced approximately 17,652,000 m? of
reusable water.

CHINA EVERBRIGHT WATER LIMITED
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ENVIRONMENTAL PERFO
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Sludge Management

Apart from strictly adhering to the national standards
such as Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant (GB18918-
2002), the Group also adopts the relevant international
standards including the World Bank Group’s General
Environmental, Health and Safety Guidelines and
Environmental, Health, and Safety Guidelines for
Water and Sanitation to reduce the environmental
impact of sludge.

Most of the treated sludge with satisfactory testing
results is sent to qualified third parties for further
treatment, reuse and/or utilisation, such as production
of compost, utilisation as construction materials, etc.
Small amount of sludge that cannot be utilised is sent
to designated landfills for disposal after undergoing
dewatering process to reduce its water content and
volume.

TALENT DEVELOPMEN
AT R

The Group pays great attention to talent
development and employee welfare. The Group
developed a people-oriented human resource
strategy and transparent talent development
framework. The Group’s Staff Handbook and Code
of Conduct cover topics including compensation
and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-
discrimination, the prevention of child labour and
forced labour, and other benefits and welfare. The
policies also advocate a fair and open workplace
and ensure that employees are protected from all
forms of discrimination against gender, age, race,
nationality, marital status, religion, etc.

During the year under review, the Group further
enhanced the human resources management
system by setting up an internal training team
and a backup talent pool training system, and
strengthened talent recruitment, to boost corporate
development through talent development. In order
to develop a positive, proactive and creative team,
the Group continued promoting the following
employee development programmes during the
year under review.

B EE

MBS IR IR (SRS KR 3B RS R M BEE
#) (GB18918-2002) A MBI RIZERIE
SKBRIBIEE FTEAMS R AEEER
M FRIRTTEEN CRARE @RNL2E
)y & OKEFERE BRELTRIER) £
FERBIPR IR ELUR DS R ERIE R & -

RED & RIE W BB AR S RERABEE
RE=NTEE—FRE - BREBMAK/IUEEE
TR - EMEEE - 2 AR - LEEEE
TR B MRS RAIE STEITHIK - ERIES
IKEREBREBAIETRIESIFRERE -

AEBEITEATHKOER  HETIHEARR
MBS ERE - AEEEY T UAR/ETHA
NERREANEBEREHAT BRIER - K&
Er CEITFM) M (FTRTRID) BET HM
KiRE  BEREA  TERE - BRI T%
#e - Znl - RER  HIEETREGS
AR BB RENEHRE  ERIEA TR
BRETS  MREIEIERTERAEER
Fix - Bk B - BN - REERED
R AR

CEFEERN  AEEE-—TTEANERER
HE - B AREIER R B R AT EE
BER - WIMAATSHENE  BBAT ERE
BEEHR - LBAFERN  NEBEEBHETT
JIB THREEFS - B —XEHTH
BERAIENMETEK -

ANNUAL REPORT 2019

Sxonzmms 00



SUSTAINABILITY
REPORT

A RESERS

TALENT DEVELOPMENT (CONTI
AT &R ()

e Comprehensive appraisal system: The
internal  assessment  mechanism  closely
monitored employees’ career development
by setting practical goals along with on-going
evaluation. The system also helped cultivate
outstanding employees who embraced the core
values of the Group.

e Tiered talent development strategy: The Group
established a backup talent pool which recognises
high performing talents and offers them with
internal promotion opportunities. In November
2019, about 80 backup talents participated in a
two-day training programme. The training covered
the introduction of major treatment processes in
the waste water treatment industry, management
of the full scope of engineering processes,
the operational management of waste water

QALY treatment plants and the compliant discharge
EDUCATION and environmental monitoring of waste water

. treatment projects in operation.
m l e Apprenticeship programme: The apprenticeship
programme allowed the skilled workers to lead new
staff, so as to effectively pass valuable knowledge to
GENDER new employees and help them establish practical

EQUALITY
career plans.

e Technical talent training programme: Through
industrial-academic collaboration, the Group
invited local and overseas technical experts to

DECENT WORK AND provide trainings to, and have communications
L S with, managerial and technical employees of the
/\/ Group’s projects, widening the horizons of the
‘ I' Group’s talents.

e Tailored training programmes: The Group
collaborated with leading local and overseas

REDUGED
1 INEQUALITIES tertiary institutions, such as arranging the Group’s

A management personnel and technical leaders to
d =) attend the CEO Course of Tsinghua University

v and the Engineering Master Programme of
Zhejiang University.

During the year under review, the average number of
training hours per employee of the Group was 24.63.
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Training Seminar for Senior Operations Management Team
BB E IR T

GOOD HEALTH
AND WELL-BEING

e

HEALTH AND SAFETY
RENRZE

The Group is devoted to minimising the operational
risk so as to safeguard the health and safety of its
employees. The Group’s ESHS Management System
monitors the potential safety issue. It also established
an ESHS management team at each project company
in order to build a regular management mechanism
for safe operation, further enhancing employees’
awareness of safety precautions. Furthermore, the
Group extends the ESHS Management System
to its supply chain by expressly providing relevant
occupational, health and safety requirements in the
suppliers’ contracts, continuously monitoring the
health and safety performance of its key suppliers.
During the year under review, the Group continued
carrying out the “Safe Operation Month” initiative
at all projects and strived to fulfil its “Three Zeros”
goal (zero excessive discharge of pollutants, zero
work safety accident and zero case for violation of
regulations or discipline) through various activities,
such as: themed presentations, trainings, safety
inspections and emergency drills.

In addition, the Group provides annual medical
check-ups and occupational disease surveillance to
its employees. An Employee Safeguard and Safety
Fund was established, which can be disbursed upon
application to provide support to employees who
suffer from accidents or diseases, relieving financial
burden of their families.

The injury rate of the Group’s employees was 0.09'
during the year under review.

Human Resources Training
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"Injury rate (IR) = (Total number of work-related injuries/ total working hours) x 200,000. Figures are rounded to two decimal places.
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COMMUNITY INVOLVEMEN
HESH

The Group accords high priority in public
environmental education. Therefore, with an aim to
popularise environmental protection knowledge, the
Group has continued opening up its environmental
facilities to the public and enhanced collaborations
on areas related to teenagers’ environmental
and science popularisation. The Group’s project
companies located in different provinces participated
in various domestic and international environmental
technology popularisation events such as the
“World Water Day”, “World Environmental Day” and
“National Science Popularisation Day”. During the
“World Environment Day” event on 5 June 2019, the
Group’s project companies in various cities, including
Nanjing, Nanning, Beijing, Sanmenxia and Suzhou,
collaborated with the local governments and relevant
institutions in  organising innovative activities to
promote advanced water technologies and enhance
public awareness of environmental protection.

In order to progressively open up its facilities to the
public, the Group has established a task force at
the project companies to formulate a clear goal and
timeline on the plan for public opening. The Group
strives to develop itself into an advanced hub for public
visits and environmental education that provides
on-site visit, practical learning and technical training
simultaneously. The Group has gained valuable
experience in environmental education since opening
up the first batch of projects for public visit in 2018,
and has been organising "open day” events and
free tours on a regular basis. During the year under
review, four waste water treatment projects under
the Group were included in the list of the “National
Environmental Protection Facilities and Urban Waste
Water and Waste Treatment Facilities opened to
the Public”. Its operating projects accumulatively
received more than 19,000 visitors from all social
circles, during the year under review.

CHINA EVERBRIGHT WATER LIMITED
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Environmental Promotional Activities

RREEED

1

1

QUALITY
EDUCATION

|

REDUCED
INEQUALITIES

A
(=)

v

SUSTAINABLE CITIES
AND COMMUNITIES

N

COMMUNITY INVOLVEMENT (_C
HEZE (&)

In addition, the Group actively collaborates with
the local schools to promote the environmental
protection awareness of the primary and secondary
school students. Students from Zibo Pannan Primary
School visited the Zibo Waste Water Treatment
Project. During the visit, the senior management
of the Zibo Project Company explained the waste
water treatment process and sampled the influent
and effluent for comparison, to help the students
understand the necessity of treasuring water
sources. More than 40 students from Nanjing
Nanhua Experimental Primary School visited the
Nanjing Liuhe Waste Water Treatment Project and
joined the “Increasing Blue Sky Days, Protecting
Clean Water, and Presenting Gifts to Environmental
Pioneers” event. Besides, in response to the “I am
the Enabler for a Beautiful China” initiative of the
Ministry of Ecology and Environment of the PRC, the
Group encourages its employees to actively adopt
an environmental-friendly lifestyle, such as promoting
paperless working environment and bringing their
own shopping bags, to integrate individual efforts
into a momentum that strives for a change.

On the Mother's Day, the Ji'nan Waste Water
Treatment Project organised a special public visit
event with the theme “Joining Hands with Mothers
and Devoted to Ecology”. The employees’ mothers
and spouses were invited to visit the waste water
treatment plant. During the visit, they were introduced
to the waste water treatment processes, and
watched the science popularisation video related to
the Ji'nan Project Company.

With the Company’s solid operating results and
continued efforts in fulfiling social and environmental
responsibilities, the Company was admitted to the
list of “Centurion Club” under the service sector
organised by The Edge Singapore, an influential
financial magazine in Singapore. In the meantime, the
Company received the “Best of Social Responsibility
Award” at the 2019 China Corporate Elites Award
Ceremony in Hong Kong and the “Sustainability
Winner” under the category Mid-Cap in the Investors’
Choice Awards 2019 organised by the Securities
Investors Association (Singapore) in recognition of its
excellence in sustainability.

World Water Day Campus Campaign
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The Company is committed to achieving high standards of corporate
governance to ensure investor confidence in the Company as a
trusted business enterprise. The Board and the management of the
Company (“Management”) will continue to uphold good corporate
governance practices to enhance long-term value and returns for the
Shareholders and protect the Shareholders’ interests.

This report outlines the Company’s corporate governance practices
for FY2019 with specific reference made to the principles and
provisions of the Code of Corporate Governance 2018 (the “SG CG
Code”), which forms part of the continuing obligations of the SGX
Listing Manual. Throughout FY2019, the Company has complied
with the principles and provisions of the SG CG Code unless
otherwise specified herein.

Since the listing of the Company’s ordinary shares on the Main
Board of the SEHK on 8 May 2019 (the “HK Listing Date”),
the Company has adopted the principles and code provisions of
the Corporate Governance Code (the “HK CG Code”) as set out
in Appendix 14 to the HK Listing Rules as part of its governance
framework, in addition to the principles and provisions under SG CG
Code. In the event of any conflicts between the SG CG Code and
the HK CG Code, the Company will comply with the more stringent
requirements. From the HK Listing Date to the end of FY2019, the
Company has complied with the principles and code provisions of
the HK CG Code.

(A) BOARD MATTERS
The Board’s conduct of its affairs

The Board is collectively responsible for the long-term success
of the Company. Its key responsibilities include providing
leadership and supervision to the Management with a view to
protecting the Shareholders’ interests and enhancing long-term
Shareholders’ value.

All Directors recognise that they have to discharge their duties
and responsibilities at all times as fiduciaries who act objectively
in the best interest of the Company and hold the Management
accountable for performance, and the Board is accountable to
the Shareholders through effective governance of the business.
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The Board’s principal functions include the following:

(1)

(12)

providing entrepreneurial leadership, setting strategic
objectives, and ensuring that the necessary financial and
human resources are in place for the Group to meet its
objectives;

reviewing and approving corporate strategies, financial
objectives and direction of the Group;

establishing a prudent and effective control system to
assess and manage risks, including safeguarding of the
Shareholders’ interests and the Group’s assets;

establishing goals for the Management and monitoring the
achievement of these goals;

ensuring the Management’s leadership of high quality,
effectiveness and integrity;

reviewing the Management’s performance;

approving annual budgets and investment and divestment
proposals;

reviewing the internal controls, risk management, financial
performance and reporting compliance;

identifying the key stakeholder groups and recognising that
their perceptions affect the Company'’s reputation;

setting the Group’s value and standards (including ethical
standards), and ensuring that obligations to the Shareholders
and other stakeholders are understood and met;

considering the sustainability issues, such as environmental,
health, safety and social factors, as part of its strategic
formulation; and

assuming responsibility for corporate governance.

In respect of its corporate governance functions, the Board is
responsible for the following:

@)

062

developing and reviewing the Company’s policies
and practices on corporate governance and making
recommendations;

reviewing and monitoring the training and continuous
professional development of Directors and senior
management;
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(c) reviewing and monitoring the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) developing, reviewing and monitoring the code of conduct

and compliance manual (if any) applicable to employees and
Directors; and

(€) reviewing the Company’s compliance with the SG CG Code,
HK CG Code and disclosure in the Corporate Governance
Report.

The Board performed the above duties during the year under review.

The Board has adopted a policy where Directors who are interested
in any matter being considered, should recuse themselves from
deliberations and abstain from voting in relation to any such
resolution(s) relating to such matter.

All Directors exercise due diligence and independent judgment, and
are obliged to act in good faith and consider at all times the interest
of the Company.

The Board meets regularly, at least on a quarterly basis (four times
a year). Ad-hoc meetings are held at such times, as and when
required, to address any specific significant matters that may arise.
In FY2019, the Board held six meetings in total. In respect of the
regular meetings of the Board, formal notices and agenda are sent
to all Directors at least 14 days before the respective meetings. For
all other Board and Board Committee (defined below) meetings,
a reasonable notice is generally given. In general, the detailed
meeting materials for each agenda (including meeting papers and
explanatory or background information) are sent to the Board or the
Board Committees at least three days before the meeting to ensure
that the Directors or the members of the Board Committees have
sufficient preparation time for the meetings. The minutes of the
Board and the Board Committees are recorded with sufficient details
regarding the matters considered and decisions reached. Draft
and final versions of the minutes are sent to all Directors or Board
Committee members for comments and records within reasonable
time after the meetings. The minutes of the Board and the Board
Committees are confirmed at the subsequent meetings. The original
signed minutes are properly kept at the registered office or principal
business address of the Company as required under the relevant
laws, rules and regulations, and the minutes are open for inspection
by the Directors and the Board Committee members, as the case
may be.
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During the Board meetings, the relevant Management personnel may
be invited to make presentation and answer the Directors’ queries
on the relevant agenda, and the Directors are free to discuss and
openly challenge the views presented by the Management and
other Directors. The Chairman of the Board ensures that each
agenda is allocated sufficient time for discussion and each Director
is given sufficient opportunity to express his/her opinions. Where
necessary, the Company also engages external consultants to
provide professional opinions on specific projects or corporate
exercises to facilitate the Board’s decision-making process. The
Board’s decision-making process is an objective one. The Directors
are given separate and independent access to the Management
to address any enquiries. When necessary, the Directors can
seek independent professional advice, concerning any aspect of
the Group’s operations or undertakings in order to fulfill their roles
and responsibilities as Directors, at the Company’s expense. The
Company has subscribed appropriate and sufficient insurance
coverage on Directors’ liabilities in respect of legal actions taken
against the Directors arising out of corporate activities.

The number of meetings and the Directors’ attendance at the
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meetings of the Board, the Audit Committee, the Remuneration ZE& - ZHZ8 Eﬁﬁ”%ﬁﬁﬁg%&l&%%@i
Committee, the Nominating Committee and the AGM, held during ~ AE&BFINE L EFEBRIE
FY2019, are as follows:

Audit Remuneration Nominating Annual General

Board Committee Committee Committee Meeting

Directors/ g5 EZEg HMZEEE REZE® BREAFAE
Board Committee members Held |Attended| Held |Attended| Held |Attended| Held |Attended| Held |Attended
EX/EZSZE8HE BEAE | HRERY | 83RE | HERY | S8K8 | HERE | 2K | HEAH | S8 | BEAH
Mr. Wang Tianyi TRELE 6 6 NA. NA, 2 2 1 1 1 1
Mr. An Xuesong TEMGE 6 6 N.A. N.A. N.A. N.A. N.A. N.A. 1 1
Mr. Luo Junling b 6 6 N.A. N.A. N.A. N.A. N.A. N.A. 1 1
Mr. Zhai Haitao Bkt 6 6 5 4 2 2 1 1 1 1
Mr. Lim YuNeng Paul ~ #EIgEE 4 6 6 5 5 2 2 1 1 1 1
Ms.Cheng Fong Yee ~ EfElER L 6 6 5 5 2 2 NA, NA. 1 1
Ms. Hao Gang ilEleen 6 6 5 5 NA, NA. NA, NA. 1 0
Notes: 2
N.A. — Not a member of the Board Committee NA - TRZEFSZEENNE
In lieu of physical meetings, written resolutions were also circulated EFE&NEZSLZESHBRBASESHKE
for approval by members of the Board and the Board Committees. 7} EEJ% R HAEN T RRIRSE F%E’J

The Company’s Bye-laws also provide for meetings by way of
telephone, electronic or other communication facilities.

CHINA EVERBRIGHT WATER LIMITED
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Board Authority and Delegation

The Board approves a document, known as the Board Authority
Matrix, with guidelines setting forth the matters reserved for the
Board’s decision and clear directions to the Management on matters
that must be approved by the Board. The Board Authority Matrix is
reviewed by the Board at least once a year and revised accordingly
when necessary. The matters reserved for the Board’s decision
include but are not limited to changes in share capital, acquisitions
and disposals of assets with value exceeding certain threshold,
venturing into non-core business, setting up of joint venture with
value or shareholding exceeding certain threshold, corporate or
financial restructuring, obtaining borrowings exceeding certain
threshold, appointment of key management personnel, decision on
major legal actions, share issuance and dividends, financial results,
annual budget and corporate strategies. The Board will provide
directions to the management teams of the Group’s business
divisions through presentations at Board and Board Committee
meetings.

The Board sits at the top of the Company’s governance framework.
To execute its responsibilities, the Board delegates specific
functions to various sub-committees, namely, the Nominating
Committee, the Remuneration Committee, the Audit Committee, the
Strategy Committee and the Management Committee. These sub-
committees (“Board Committees”) function within written terms of
reference and operating procedures, which are reviewed on a regular
basis. The terms of reference of each of the Board Committees are
available on the SGXNet and the websites of the Company and
HKEx. Each of the Board Committees reports its activities regularly
to the Board. Please refer to the other sections of this Corporate
Governance Report for further information on the activities of the
Board Committees.

Directors’ Orientations and Trainings

The current members of the Board are familiar with the Group’s
business operations and corporate governance practices. In
particular, a majority of the Directors (including a majority of
Independent Non-Executive Directors) have more than eight years’
experience serving as an executive officer or a director of a company
in the environmental protection industry. The Nominating Committee
(“NC”) ensures that new Board appointees are provided with
trainings and information to familiarise themselves with the Group’s
business, strategic goals and directions and corporate governance
practices.
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Upon the appointment of a new Director, the Company will provide a
formal letter to the Director, setting out his/her duties and obligations.
Such Directors are given appropriate briefings when they are first
appointed to the Board. Appropriate orientations are conducted
for all new Directors appointed to the Board to ensure that they are
familiar with the Company’s business, operations, governance practice
and regulatory requirements. The Joint Company Secretaries or the
external lawyers also provide trainings to the new Directors on his/her
duties and responsibilities as a Director and the Company’s ongoing
obligations as a company listed on both SGX and SEHK. If the newly-
appointed Director has no prior experience as a director of an SGX-
listed company, he/she is also required to attend courses and training
organised by institutions such as the Singapore Institute of Directors
and the SGX-ST.

The Company provides ongoing education on Board procedures,
corporate governance practices and industry developments to
all Directors. The Company also invites external experts (such as
auditors, lawyers, sustainability consultants, technical experts or
other professionals) to provide regular trainings to the Directors and
the Management on legal, financial, technical and business topics,
depending on the Company’s development needs. The Management
further provides regular updates on changes in the relevant laws,
regulations and commercial risks to enable the Directors to make well-
informed decisions and to ensure that the Directors are competent in
carrying out their respective roles and responsibilities. The Company
also arranged project site visits for the Directors. At the same time,
the Directors are encouraged to keep themselves abreast of the latest
developments relevant to the business of the Group.

Below is a summary of the trainings which the Directors received
during FY2019:
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Directors Types of Trainings N°t
2= T R
Non-Executive Director FHITEE

Mr. Wang Tianyi FRERE AB,CD
Executive Directors HITEE

Mr. An Xuesong TEMFE AB,C,D

Mr. Luo Junling ERsETE AB,CD
Independent Non-Executive Directors BUHBITEE

Mr. Zhai Haitao BERkt AC.D

Mr. Lim Yu Neng Paul M BE S A A,C,D

Ms. Cheng Fong Yee BB EZ L ACD

Ms. Hao Gang MBIzt A,C,D
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Note:

Types of Training:

A: Attending seminars/ conferences/ forums

B: Giving talks at seminars/ conferences

C: Reading newspapers, journals and updates relating to the economy,

environmental protection business or directors’ duties and responsibilities,
etc

D:  Attending site visit(s) arranged by the Company
Company Secretaries

The Joint Company Secretaries are accountable to the Board for
ensuring that Board policy and procedures are followed and Board
activities are efficiently and effectively conducted. They also advise
the Board on governance matters and facilitate the induction and
professional development of the Directors. Ms. Peng Pei and Ms.
Ho Wing Tsz Wendy have been appointed as the Company’s Joint
Company Secretaries. Ms. Peng Pei has been the Legal Counsel
and Company Secretary of the Company since 20 January 2017,
and she is a full-time employee of the Company. She is mainly
responsible for the legal and company secretarial matters of the
Group. Although she reports to the Chairman of the Board and the
CEQ, all the Directors may call for her assistance and advice at any
time in respect of their duties, so as to ensure effective operation of
the Board and the Board Committees.

Ms. Ho Wing Tsz Wendy, an executive director of corporate services
division of Tricor Services Limited, which is a global professional
services provider specialising in integrated business, corporate and
investor services, has been engaged by the Company as one of
its Joint Company Secretaries. Her primary contact person at the
Company is Ms. Peng Pei, the Legal Counsel and Joint Company
Secretary of the Company. During FY2019, Ms. Ho has undertaken
not less than 15 hours of relevant professional training in compliance
with Rule 3.29 of the HK Listing Rules.

At least one of the Joint Company Secretaries attends all Board
meetings and Board Committee meetings and ensures that they
are conducted in accordance with the Bye-laws of the Company
and that the applicable rules and regulations are complied with.
The appointment and removal of any Joint Company Secretary is
subject to approval of the Board. The Joint Company Secretaries,
under the direction of the Chairman of the Board, ensure good
information flows within the Board and the Board Committees and
between the Management and Non-Executive Directors (including
the Independent Non-Executive Directors). The Joint Company
Secretaries also advise the Board on all governance matters,
facilitate orientation to the new Directors, arrange for trainings and
professional development of Board members, as required.
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Board Composition and Balance

The Board currently comprises seven Directors, with four Directors
being Independent Non-Executive Directors. The Directors of the
Company as at the date of this Annual Report are:

(i) Mr. Wang Tianyi (Non-Executive Director & Chairman of
Board);

ii Mr. An Xuesong (Executive Director & CEQO);

i Mr. Luo Junling (Executive Director & CFO);

iv) Mr. Zhai Haitao (Independent Non-Executive Director);

=

(i
(i
(
(

\% Mr. Lim Yu Neng Paul (Independent Non-Executive Director);

(Vi) Ms. Cheng Fong Yee (Independent Non-Executive Director);
and

(vil  Ms. Hao Gang (Independent Non-Executive Director).

An updated list of the Directors with their respective roles and
functions is available on the SGXNet and the websites of the
Company and HKEx. Independent Non-Executive Directors are
identified as such in all corporate communications that disclose the
names of Directors.

Independence of Directors

The independence of each Director is assessed and reviewed
annually by the NC based on the definition of independence as
provided in the SG CG Code, SGX Listing Manual and HK Listing
Rules. The Board and the NC consider an independent director as
one who is independent in conduct, character and judgement and
has no relationship with the Group, its related corporations, its 5%
shareholders or its officers that could interfere, or be reasonably
perceived to interfere, with the exercise of the Director’s independent
business judgment in the best interest of the Company and the
Group.

Each Independent Non-Executive Director is required to complete
a Director’s Independence Checklist annually to confirm his/
her independence based on the guidelines as set out in the SGX
Listing Manual and SG CG Code. The Company has also received
from each of the Independent Non-Executive Directors an annual
confirmation on his/her independence as required under Rule 3.13
of the HK Listing Rules. For FY2019, the NC has determined that
all the Independent Non-Executive Directors are independent. In
particular, Mr. Zhai Haitao is also an independent non-executive
director of the Company’s controlling shareholder Everbright
International, but he is not involved in the daily management
and operation of Everbright International. The NC and the Board
determined that Mr. Zhai Haitao is independent in conduct, character

CHINA EVERBRIGHT WATER LIMITED
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and judgment and his role as independent non-executive director of
Everbright International will not affect his judgment as Independent
Non-Executive Director of the Company. Mr. Lim Yu Neng Paul and
Ms. Cheng Fong Yee were appointed as Independent Directors of
the Company in July 2007. Since then, the Company experienced
changes in controlling shareholders and the management teams
twice. The current controlling shareholder, Everbright International,
only gained control of the Company in December 2014 and
the current management team and executive officers joined the
Company following that change. Thus, although Mr. Lim Yu Neng
Paul and Ms. Cheng Fong Yee served the Board beyond nine years
from the date of their appointment, both the NC and the Board held
the view that they remain independent in conduct, character and
judgement. In addition, Ms. Hao Gang, who was appointed in March
2018, has no relationship with the Group, its related corporations, its
5% shareholders or its officers that could interfere, or be reasonably
perceived to interfere with the exercise of her independent business
judgement in the best interest of the Company and the Group.
Therefore, the NC and the Board considered Ms. Hao Gang to be
independent. The Board and the NC will undertake more rigorous
review annually on the independence of any Director who has
served the Board beyond nine years, and in doing so, the Board
will also take into account the need for progressive refreshing of the
Board. The Board has determined that it is of an appropriate size
to facilitate effective decision-making, and to meet the objective of
having a balance of skills and experiences, taking into account the
size and scope of the Company’s operations.

The Board is able to exercise objective judgment on corporate
affairs independently from the Management. No individual or group
of individuals is allowed to dominate the Board’s decision-making.
Currently, a majority of the Board members are Independent Non-
Executive Directors. The Board has complied with the requirements
of SG CG Code that the independent directors make up a majority
of the Board where the chairman of the Board is not independent.
The Company has also met the requirements of Rule 3.10 of
the HK Listing Rules relating to the appointment of at least three
Independent Non-Executive Directors with at least one of them
possessing appropriate professional qualifications, accounting or
related financial management expertise. The NC and the Board are
thus of the view that there is sufficiently strong independent element
on the Board to enable independent exercise of objective judgment
on corporate affairs of the Group, taking into account factors such
as the number of independent directors and the size and scope of
the affairs and operations of the Group.

CRERRE

MEBREEZEE T2 LFEAREDRREAR
AINBVES - BAEE - ARREETMX
ZRRRME IR B E(E o B TR R
KABBRE T —MF+ = A REAREH
i - BT ERERBT A B b REZ
IRBE 2 RAIMARRT] o FHItE - BEAMEIRE
FEMBEELXTEESTENEREREZAR
EEBBNLF  BREZESNESZTIRLML
PIETT 2% ~ mASMAE T mINEABILIE © It
Sh - Mz E —F— \F= B ERBEL
B pREAKEXASENERLR  HE
AREES%BEMHBRRIEEEABR ZETE
EEABERETEIIIRSERSTED M
RARRAMAEE A &ER ST B AE
EHE - Rt - REZEEMESS RSN
LT AEBEIUIE - YRERRRERBBN
FHESR  EESEFMEBERRAEM
BARHIRE L@ ERINEETGETEHMEA
BB -EFERR  BEIEAQFK
SHRRAMHLE - BABLEEHNABZEE
B EEMRNESSELARARRALAER
HHA R R o

BEESUNRIEBENTEBYNEEED
HEHE o TREASK—EAAG TSRS
EEHRE - AQRRIBRMNEZEEREH
BBRYEABUIFNITES - EFSDET
FECE¥EARTEMNESR B EEFER
TRBYESEN  F$HULNEEGKES
BEYES  ARBINFTEES EMEL
FE310ENRTE - Bl BEEL =BT IE
WITEE EFhEL—2BARENEESE
o SRS EE RN EENG - R4
ZEehEETCANRE ENBYESRHE
BEEERFMEMABURREBREELLSRN
HENESEE E=FeRNERFEFESESA
ERANBYM  WEESESHKESIUSY
AEEEFIEL B ZEH A K E -

ANNUAL REPORT 2019

“e-nemms 009



CORPORATE
GOVERNANCE REPORT

CRERRE

Furthermore, the Audit Committee (“AC”), the Remuneration
Committee (“RC”) and the NC are chaired by Independent Non-
Executive Directors, and a majority of the Board currently consist
of Independent Non-Executive Directors. The AC comprises only
Independent Non-Executive Directors and the majority of the NC and
the RC members are also Independent Non-Executive Directors. The
Company currently has no Lead Independent Director. Considering
the Company’s current business operations and Board size of
seven members with a majority being Independent Non-Executive
Directors, the Company is of the view that the appointment of
a Lead Independent Director for the year under review is not
necessary. Nevertheless, the Board will annually examine the need
for such appointment.

Non-Executive Directors (including the Independent Non-
Executive Directors) play an important role in the Board’s decision-
making process. They constructively challenge and assist to
develop proposals on strategy, and review the performance of
the Management in meeting agreed goals and objectives and
monitor the reporting of performance. In particular, the Chairman
ensures that each of the Independent Non-Executive Directors is
given sufficient time to express his/her opinions during the Board
meetings. During FY2019, the Chairman and the Independent
Non-Executive Directors met once without the presence of the
Management.

Board Diversity

The Company recognises the importance of having a diverse Board
in enhancing the Board effectiveness and corporate governance.
Therefore, the Company has established the Board Diversity Policy
to ensure the diversity of the Board members and balance of skills.
A diverse Board will include and make good use of differences in
the skills, industry knowledge and professional experience, cultural
and education background and other qualities of the Directors and
does not discriminate on the ground of race, age, gender or religious
pbelief. These differences will be taken into account in determining the
optimum composition of the Board and when possible should be
balanced appropriately.

The NC has responsibility for identifying and nominating for approval
by the Board, candidates for appointment to the Board. It takes
responsibility in assessing the appropriate mix of experience,
expertise, skills and diversity required on the Board and assessing
the extent to which the required skills are represented on the Board
and overseeing the Board succession. The NC is also responsible
for reviewing and reporting to the Board in relation to board diversity.
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The current Board comprises business leaders, industry experts,
professionals and academia experts, with industry, accounting,
financial, business, management and academic backgrounds.
A majority of the Directors (including a majority of Independent
Non-Executive Directors) have more than eight years’ experience
serving as an executive officer or a director of a company in the
environmental protection industry. This composition and diversity
of the Board enable the Management to benefit from a diverse and
objective external perspective, on issues raised before the Board.
Each Director has been appointed based on the strength of his/her
caliber, expertise, experience and his/her potential contribution to
the Group and its businesses. Profiles of the Directors are set out
in the section entitled “Board of Directors” on pages 40 to 46 of
this Annual Report.

The NC and the Board had reviewed the Board’s composition,
expertise and experience and satisfied that the current Board
composition is sufficiently diverse and the Board has not set any
measurable objectives. The NC will review the Board Diversity Policy,
as appropriate, to ensure its effectiveness.

Chairman and CEO

The Board recognises the recommendation of SG CG Code and
HK CG Code that the Chairman and the CEO should be separate
persons to ensure that there is an appropriate balance of power and
authority within the Company.

The Non-Executive Chairman of the Company is Mr. Wang
Tianyi and the CEO is Mr. An Xuesong. The Chairman bears the
responsibility for the effective conduct of the Board whilst the CEO
bears the executive responsibility for the operations of the Group’s
business. The Chairman and the CEO are not related to each other.

The Chairman is responsible for exercising control over the quality
and timeliness of the flow of information between the Management
and the Board and ensuring compliance with the Group’s guidelines
on corporate governance. The Chairman ensures that Board
meetings are held regularly in accordance with the agreed schedule
and sets the agenda of the Board meetings.

The Chairman also builds constructive relations within the Board and
between the Board and the Management, and facilitates the effective
participation of Non-Executive Directors (including Independent Non-
Executive Directors) by promoting a culture of openness and debate
of the Board. The Chairman further ensures effective communication
with the Shareholders and promotes high standards of corporate
governance.

CRERRE

BRIMESeREmABTTE @t UK -
¥R EEMBME S AEM  TEER
EEATNENAERMERK - NARBBFEH
NESE (BREBBFHENBYIIENTES) &£
BRRITENRARETRITEEAERZIETNL
BIEBBNF EEEMNEKEBEMNZTILES
BEYH  RRIEFCHZEGSURZ LR
BRI R AETEN  BRESHEKRRBE
B BENE - KBRAHBAER  A£E
MEBAEENEEMESET - SEFH
EENMRRAFEREFI0HEFA6EFTH A
[EEgmWE] —5-

REZEBENEFSCENEZTGNMANK - &
BEMEsR  WAMNESSEXENZ TR
FmE c EEQUAHHUEETSZTEHIEDE
AELER - REZBBRENERESES
ZITALBOR - AERE AL -

EERMAH

EEeR MR EEERATAMBBLEE
asTRlm R - BESERMEHER TR
ANBHEE - URBRA QB R EER N AR
R E P

RABHBERITEFREIRESLL - BR=
REMELE - EERATEZTCNERUEF
REBBEAREXHHARBEE - EFRMNE
HIRIL G RABRER -

FEEAEAHERENEEE A
MEEHREY - BRAEENT T LR
atEsl - B BREREFGRRATN TR
MEREHEHEE TRTEFERENE
12

[

B

EERHBAEHESENNNESSREIEE
ZERRERIENEEZ  BBAXRNERNE
FEWWANEIERITES (BEEIFNT
BE) AH2HE - BERESHAERAQFER
R T T ARER TR FHEE

EENUN
Ba e

ANNUAL REPORT 2019

“e-nemms 0/1



CORPORATE

GOVERNANCE REPORT
CRERRE

The CEO is responsible for the day-to-day management of the
Group and chairs the Management Committee. The CEO works with
the Board for strategic planning, business development and charting
the growth of the Group.

The Board is of the view that there are sufficient safeguards and
checks to ensure that the process of decision-making by the Board
is independent and based on collective decisions without any
individual exercising any considerable concentration of power or
influence.

Nominating Committee
The NC comprises:

(i) Mr. Zhai Haitao (NC Chairman & Independent Non-Executive
Director):

(ii) Mr. Wang Tianyi (Non-Executive Director & Chairman of
Board); and

(iii) Mr. Lim Yu Neng Paul (Independent Non-Executive Director).

Majority of the NC, including the NC Chairman, are Independent
Non-Executive Directors.

The key terms of references of the NC are as follows:

(1) reviewing annually the structure, size and composition
(including the skills, knowledge and experience) of the Board;

@) establishing procedures for, reviewing, assessing and making
recommendations to the Board on the review of board
succession plans for Directors, in particular, the Chairman,
the CEO, and the key management personnel (as defined in
the SG CG Code), the process and criteria for evaluation of
the performance of the Board, the Board Committees and
Directors, the review of training and professional development
programmes for the Board and the Directors, and the
appointment and re-appointment of Directors;

Q) accessing the independence of Independent Non-Executive
Directors bearing in mind the circumstances set out in Rule
3.13 of the HK Listing Rules and Provision 2.1 of the SG CG
Code and other salient factors;
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4) deciding whether or not a Director is able to and has been
adequately carried out his/her duties as a Director, taking into
consideration the Director’s number of listed company board
representations and other principal commitments;

5) developing a process for evaluation of the performance of the
Board as a whole, the Board Committees and the Directors
and assessing the effectiveness of the Board as a whole and
its Board Committees and for assessing the contribution by
the chairman and each individual Director to the effectiveness
of the Board; and

©6) reviewing training and professional development programmes
for the Board.

During FY2019, the members of the NC reviewed the (i)
independence status of each of the Directors (including the
Independent Non-Executive Directors); (ii) performance of each
individual Director, Board Committee and the Board as a whole; and
(iii) re-election of the retiring Directors.

Board Membership

Where a vacancy arises under any circumstances, or where it
is considered that the Board would benefit from the services of a
new Director with particular skills, the NC, in consultation with the
Board, determines the selection criteria and selects candidates
with the appropriate expertise and experience for the position.
Besides the qualification and experience of each candidate, the
NC takes into consideration the candidate’s ability to increase the
effectiveness and the diversity of the Board and to add value to
the Company’s business in line with its strategic objectives. Before
appointment of any new Director, the NC conducts an interview with
the candidate and holds a meeting to discuss the candidacy (and
the independence, where applicable) of the candidate. If appropriate,
the NC makes recommendation to the Board on the proposed
appointment. The Board will then review and discuss the candidacy
of the candidate, and if appropriate, approve the appointment of the
new Director. The Company makes immediate announcement on
any new appointment of Directors in accordance with the HK Listing
Rules and SGX Listing Manual.

In considering the re-appointment of a Director, the NC evaluates
such Director’s contribution and performance, such as his/her
attendance at meetings of the Board or the Board Committees
(where applicable), participation, candour and any special
contributions. Upon the NC’s recommendation, the Board will review
and if appropriate, approve the re-nomination of a Director for re-
appointment for the Shareholders’ approval at the AGMs.
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Each Non-Executive Director, including each Independent Non-
Executive Director, is appointed for a specific term.

All Directors (including the Chairman of the Board and the CEOQ) are
subject to the provisions of the Company’s Bye-laws whereby:

(a) each Director shall retire at least once every three years and
shall be eligible for re-election (Bye-law 86(1)); and

(b) any Directors appointed by the Board shall retire at the next
AGM of the Company and shall be eligible for re-election
(Bye-law 85(6)).

Mr. Wang Tianyi and Mr. An Xuesong are subject to retirement
pursuant to the Company’s Bye-law 86(1) at the forthcoming AGM.
Following a review of their expertise, experience, overall contribution
to the Company, the Board and/or Board Committee meetings, the
NC and the Board recommended that both of them be nominated
for re-election at the forthcoming AGM and accordingly, the above-
named Directors will be offering themselves for re-election. The
relevant information on each of the above-named Directors can
be found in the section entitled “Board of Directors” on pages 40
to 41 of this Annual Report and the Circular to Shareholders dated
23 March 2020. No Director is subject to retirement pursuant to the
Company'’s Bye-law 85(6) at the forthcoming AGM.

All Directors are required to declare their board representations.
When a Director has multiple board representations, the NC will
consider whether he/she is able to adequately carry out his/her
duties as a Director, taking into consideration such Director’s number
of listed company board representations, the efforts and time
required for his/her other board representations and his/her other
principal commitments.

The NC has reviewed and is satisfied that all Directors, who sit
on multiple boards, have been able to devote sufficient time and
attention to the affairs of the Company to adequately discharge their
duties as Directors of the Company, notwithstanding their multiple
board appointments. The NC did not recommend setting of limit as
to the number of listed board representations that every Director can
hold, as the time and efforts required for each board representation
may vary, depending on the type of directorship (executive or non-
executive). The Board will determine the maximum number of listed
company board representations which any Director may hold as and
when required.

CHINA EVERBRIGHT WATER LIMITED
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There is no Alternate Director on the Board.

The dates of initial appointment, last re-election/re-appointment and
other listed company board representations of each of the Directors
are set out below:
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< EARE

EFxehRARMBES -

BIMEBRNIRIEE - £ —IRBUE/BEEIN
NEFHEM EMARESBBENFBNT

Directorship/
Chairmanship both
present and those
Membership held over the preceding
Country of of Board three years in other
principal Date of Initial Date of last Committees listed companies
Director Position Residence | Appointment | Re-election EEZg8ZE8 BATHA = FEEES/
S LS TEEREE | IREERH L-REREBEH | KB EERNHEMLET AR
Mr. Wang Tianyi Non-Executive Hong Kong 12 Dec 2014 25 Apr 2017 SC Chairman Present:
FREFRSE Director and SAR, China | ZF—M&$+= | ZZ—+FMA | RC Member China Everbright
Chairman HEEE A+=H —+AH NC Member International Limited
FHITESHRE BHEBEEE | (isted on SEHK);
S HMZEEZE | China Everbright Greentech
RAHZESZE | Limited (isted on SEHK)
B
R KB B R AR
(TEBe R ET)
REF KRG ERRERAT]
(TEB 2P E7)
Over the preceding three
years: None
RIZFMER &
Mr. An Xuesong Executive Hong Kong 12 Dec 2014 25 Apr 2017 MC Chairman None
ZENEE Director and SAR, China | Z&—W&+= | ZZ—+FMA | SC Member i
CEO REES A+—H —+HH EREEETR
WITEFREH BRZE8%E
Mr. Luo Junling Executive China 10 May 2018 12 Apr 2019 SC Member None
BiBEEE Director and I ZE-N\FRA | ZE-NEFEMA | MC Member i
CFO +H +=8 BHREEEREE
WTEERER EBLZE8%E
HBE
Mr. Zhai Haitao Independent Hong Kong 14 Aug 2015 25 Apr2018 NC Chairman Present:
BEERE Non-Executive | SAR, China | —Z—R%FNA | ZZ—/\FMA | AC Member China Everbright
Director REIES +EA —+aH RC Member International Limited
BAUFEHTES REZEEFR | (isted on SEHK)
BHREGZE | BT
FMEEEZE | PEXKRERERAA
(FERE 2P E7)
Over the preceding three
years: None
RIZSFMER : &
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Directorship/
Chairmanship both
present and those
Membership held over the preceding
Country of of Board three years in other
principal Date of Initial Date of last Committees listed companies
Director Position Residence | Appointment | Re-election EEZCEMZE | HANAZSEEES
= B TEREE | IREEEH t-REREBH | 8RB EERMEMLTAR
Mr. Lim Yu Neng Independent Singapore 31 July 2007 25 Apr 2018 AC Chairman Present:
Paul Non-Executive | 0% ZETEFER | ZT-/\FIEA | NC Member Golden Energy and
N Director =t+—H —+5H RC Member Resources Limited (listed
BUENTES BHZEEERE | onSOX)
IRRZEEZE | Nippecraft Limited (listed
#FMZEEZE8 | onSGX
B
Golden Energy and
Resources Limited
(FERTRFR ET) ¢
Nippecraft Limited
(FE3T 2P E7)
Over the preceding three
years: None
A=FRER: &
Ms. Cheng Fong Independent Singapore 31 July 2007 25 Apr 2018 RC Chairman None
Yee Non-Executive | #TAn% ZTTAELR | ZF—\FMEA | AC Member i
SEMLL Diector =+-H —+%A GMERRLR
BUMTES B1RE8%E
Ms. Hao Gang Independent Hong Kong 16 March 2018 | 25 Apr 2018 AC Member None
Rl Non-Executive | SAR, China | —E—/\F=8 | ZZ—\FMA | SC Member i
Director FEEE +7~H —+hH ERE2%E
BUETES BREEEZE
Board Performance EFENXE

The Board and the NC have adopted a formal process for the
assessment of the effectiveness of the Board as a whole, and of
each Board Committee separately, as well as the contribution by the
chairman and each individual Director to the effectiveness of the Board.

Following the end of each financial year, each of the Directors is
requested to complete a Board Evaluation Questionnaire and a
Director Self-Appraisal Form. Each of the NC members is also
requested to complete a Board Committee Appraisal Form. The
performance criteria for the Board as a whole include, amongst
others, the Company’s financial performance for that financial year,
an evaluation of the size and composition of the Board, the Board’s
access to information, accountability, Board procedures and Board

CHINA EVERBRIGHT WATER LIMITED
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performance in relation to discharging its principal responsibilities.
The assessment criteria for an individual Director include, amongst
others, meeting attendance, adequacy in meeting preparation,
generation of constructive ideas, leadership, keeping abreast of
industry developments, and contribution in specific areas. The
evaluation criteria for the Board Committees include, amongst
others, committee composition, the contribution in assisting the
Board for better decision-making, sufficiency of expertise of Board
members, Board Committee chairman’s performance in discharging
responsibility, quality of Board Committee’s communication with
the Board. To facilitate the candour in providing feedback by the
Directors in the appraisal process, all completed appraisal forms are
sent to the Joint Company Secretaries directly for summarisation,
and then the appraisal summaries (on a no-name basis) and findings
are circulated to the NC for analysis and discussion during the NC
meeting. The NC will then report its findings and recommendations
to the Board for discussion with a view to enhancing the
effectiveness of the Board. The Board discusses and determines
the areas for improvement and enhancement relating to the Board’s
effectiveness as well as the implementation.

Following the review, the NC assessed the Board’s performance as
a whole, the Board Committees’ performance and the contribution
by individual Directors in FY2019, and is of the view that the Board’s
performance as a whole, the Board Committees’ performance and
the contribution by individual Directors are satisfactory.

No external facilitator was used in FY2019.

(B) Remuneration Matters and Remuneration Committee
Remuneration Committee
The RC comprises:

(i) Ms. Cheng Fong Yee (RC Chairman & Independent Non-
Executive Director);

(ii) Mr. Wang Tianyi (Non-Executive Director & Chairman of
Board);

(iii) Mr. Zhai Haitao (Independent Non-Executive Director); and

(iv) Mr. Lim Yu Neng Paul (Independent Non-Executive Director).
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The key terms of references of the RC are as follows:

1) reviewing and submitting its recommendation to the Board
for endorsement by the entire Board, on the policy and
general framework of remuneration for the Board and key
management personnel (including senior management), and
on the establishment of a formal and transparent procedure
for developing remuneration policy;

2) reviewing and recommending to the Board for endorsement
(or determining with delegated responsibility) the remuneration
packages and terms of employment for each Director and
the key management personnel (including but not limited to,
Directors’ and key management personnel’s fees, salaries,
allowances, bonuses and benefits-in-kind);

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

4) reviewing and recommending to the Board in consultation
with the Chairman of the Board for endorsement by the
entire Board, share option schemes, share award plans or
any long-term incentive schemes which may be set up from
time to time, in particular to review whether Directors and key
management personnel should be eligible for such schemes
and also evaluating the costs and benefits of such schemes
and doing all acts necessary in connection therewith.

During FY2019, the members of RC reviewed the 2018
remuneration payment and 2019 remuneration framework for the
individual Directors and the key management personnel (including
senior management) of the Company.

Procedures for Developing Remuneration Policies

The RC is responsible for ensuring appropriate formality,
transparency to the Shareholders and a formal and transparent
procedure is in place for developing an appropriate executive
remuneration policy and a competitive framework for determining
the remuneration packages of Directors and key management
personnel. The RC recommends for the Board’s endorsement,
a framework of remuneration, including but not limited to, fees,
salaries, allowances, bonuses, options and benefits-in-kind for the
Directors and key management personnel. No Director is involved in
any decision-making relating to his/her own compensation.

CHINA EVERBRIGHT WATER LIMITED
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The Company will also engage a third-party remuneration consultant,
on a regular basis or as requested by the RC, to review and make
recommendations on the remuneration framework and level for the
Directors and key management personnel. The Company did not
engage a third-party remuneration consultant in FY2019.

Level and Mix of Remuneration

Under the framework developed by the RC, the RC uses the
following factors to determine the Directors’ remuneration:

(1) qualifications and experience of the Directors required by the
Company;

2) for Independent Non-Executive Directors, the general level of
fees earned by such Director in his/her professional capacity
or billed by professionals in their industry;

Q) time spent in preparing for meetings and actual attendance;

4) indirect costs and expenses incurred by the Directors;

(5) such remuneration as may be considered fair and reasonable,
having regard to the nature and size of the business of the
Company;

(6) level of remuneration which is directly linked to the extent
of involvement and participation in and contribution to the
business of the Company;

(7) the level of commitment and the ability to devote sufficient
time and attention to the business of the Company; and

8) where special circumstances justify, the payment of additional
remuneration.

Annual reviews are carried out by the RC to ensure that key
management personnel are appropriately rewarded, giving due
regard to the financial health and business needs of the Group
without being excessive and thereby maximise the Shareholders’
value. The Group’s remuneration framework, remuneration packages
and bonus distribution plans for the Directors and key management
personnel for each financial year are reviewed and discussed by the
RC, which comprises three Independent Non-Executive Directors
and one Non-Executive Chairman, before submitting to the Board
for endorsement.
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The Executive Directors have entered into service agreements
with the Company. Their compensation consists of basic salary,
fixed allowance and performance-linked bonus. The bonus of
the Executive Directors and the key management personnel are
dependent on the Group’s performance and such individual’'s
performance and contribution to the Company in that year. In
particular, the Company sets up a bonus pool and an objective
bonus determination mechanism for the Executive Directors and
the key management personnel at the beginning of each financial
year, which is reviewed and approved by the RC as delegated
by the Board. To incentise the Executive Directors and the key
management personnel to successfully manage the Company,
the performance-linked bonus makes up a substantial portion
of their total remuneration in a financial year. The amount of the
performance-linked bonus for each Executive Director and key
management personnel is linked to the achievement of certain key
financial indicators of the Company in that financial year and his/her
annual appraisal result.

The Group’s remuneration policy is to provide remmuneration
packages appropriate to attract, retain and motivate the Directors
and the key management personnel.

The Independent Non-Executive Directors receive directors’ fees
according to their level of contributions and other factors such
as effort and time spent for serving on the Board and the Board
Committees, as well as the responsibilities and obligations of the
Directors. The Company recognises the need to pay competitive
fees to attract, motivate and retain the Directors without being
excessive to the extent that their independence might be
compromised.

Directors’ fees are recommended by the Board for approval by the
Shareholders at the AGMs.

Disclosure on Remuneration

The Board believes that it is not in the best interest of the
Company to fully disclose precise remuneration given the highly
competitive industry conditions for the environmental water sectors,
particularly in China. The disclosure of the Directors’ and the senior
management personnel’s remuneration in this report is appropriate.

A breakdown of the remuneration of the Directors and the senior
management personnel (who are not Directors) for FY2019 is set
out below.

CHINA EVERBRIGHT WATER LIMITED
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(a) The level and mix of each Director’s remuneration are as

CRERRE

(a) BREENHFHKFMESIOT

follows:
Remuneration Band and Directors’ Benefits
Name of Director Fee Salary Bonus in kind Total
FHEENESHE EEHE(%) TIE®%) HRe(%) BUEHN %) BE(%)
SGD750,000 to below SGD1,000,000
750,000F7 1% 5T Z 1,000,000 0015 7T LU T~
Mr. An Xuesong LTEWNGE - 37 55 8 100
SGD500,000 to below SGD750,000
500,000%F10%% 7T Z 750,00087 515 7T L T
Mr. Luo Junling EReESE - 31 63 6 100
Below SGD250,000
250,00057 1% 7T X T
Mr. Wang Tianyi FRELSE - - - - -
Mr. Zhai Haitao BEREE 87 - - 13 100
Mr. Lim Yu Neng Paul MAERE S A 88 - - 12 100
Ms. Cheng Fong Yee e E+ 87 - - 13 100
Ms. Hao Gang I 22 4 88 - - 12 100
(b)  The level and mix of each senior management personnel’s (b)) &SHEBAE CREETESE) HEHH
(who is not a Director) remuneration in bands are as follows: IKFEFBELT
Remuneration Band and Name of Benefits
Senior Management Personnel Salary Bonus in kind Total
FHEENSRERASH S TIE(%) RE(%) BYUEMN(%) #HE%)
Below SGD500,000
500,00087 005 T X T
Mr. Wang Yuexing TR E 36 56 8 100
Mr. Wang Guanping FRFEE 37 55 8 100
Mr. Zhang Guofeng oREUEE ST 30 59 11 100
Mr. Sun Linbo BMWK 4 33 61 6 100
Mr. Niu Kesheng e e 40 49 11 100
Ms. Peng Pei Tt 50 45 5 100
The aggregate amount of the total remuneration paid to the key —F— N BEESINLBREBEAE (8
management personnel (including but not limited to the senior EETRERSEAETEBAE) NEFEMEsEA

management) is HK$12,498,000 during FY2019.

There are no employees of the Group who are immediate family
members of a Director or the CEO and whose remuneration exceeds
SGD50,000 during FY2019.

The Company does not have any employee share scheme.

12,498,000/ 7T °

E_ZT-NHMBFERN  TEEEEIEHE
ZBRBE(EALE B T EAEE50,000%7 1
WITHMERIY -
ARFNRRA (8 THIERT 8 -
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(C) ACCOUNTABILITY, AUDIT AND AUDIT COMMITTEE
Risk Management and Internal Controls

The Group’s internal controls and management systems are
designed to provide reasonable, but not absolute assurance to the
integrity and reliability of the financial information and to safeguard
and maintain the accountability of the assets. While no cost-
effective internal control system can provide absolute assurance
against loss or misstatement, the AC, with the participation of the
Board, has reviewed the adequacy and effectiveness of the Group’s
internal controls and risk management systems to ensure that
they are designed to provide reasonable assurance that assets are
safeguarded, operational controls are in place, business risks are
suitably managed, proper accounting records are maintained and
the integrity of financial information used for business and publication
is preserved.

The internal auditors conduct annual review of the adequacy
and effectiveness of the Group’s key internal controls including
management of financial, operational, compliance, information
technology and sustainability risks. The external auditors during
the conduct of their normal audit procedures may also report on
matters relating to internal control. Any material non-compliance
and recommendation for improvements are reported to the AC. The
AC also reviews and continues to monitor the effectiveness of the
actions taken by the Management on the recommmendations made
by the internal and external auditors in this respect. Based on the
work performed by the internal and external auditors, the AC reviews
the findings from the internal and external auditors on the Group’s
internal controls and the Management’s responses to the auditors’
recommendations for improvement to the Group’s internal controls
and discussions with the auditors and Management. The Company
may, from time to time, appoint external advisers to facilitate the
Company to assess and identify the key risks and the related key
controls established by the Company.

In addition, the Company has implemented two major management
systems to address risks in different aspects of the Company,
namely the Risk Management System and the ESHS Management
System. The Risk Management System provides the procedures
for risk identification and assessment, risk register compilation, risk
tactics development, risk event management, risk event reporting,
and the review and audit of such system. The Company updates
its risk register on a quarterly basis. Any material findings on the
risk management will be escalated to the AC and the Board. The
ESHS Management System provides a series of standard operating
procedures to address the environmental, safety, health and social
responsibility risks.

CHINA EVERBRIGHT WATER LIMITED
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The Board has received assurance from the CEO and the CFO that
the financial records of the Company have been properly maintained
and the financial statements give a true and fair view of the
Company’s operations and finances; and regarding the adequacy
and effectiveness of the Company’s risk management and internal
control systems (including financial, operational, compliance and
information technology controls).

The risk management is under the purview of the AC, and no other
dedicated committee at the Board level is set up. Nonetheless, a
Risk Assessment Committee is set up by the Company to assist the
Management Committee in making decisions on new investment
projects. In relation to the investment project which is subject to
the Board’s approval, the Risk Assessment Committee’s findings
and recommendations will also be submitted to the Board for
consideration. More details about the Risk Assessment Committee
are set out in paragraphs below in this Corporate Governance
Report under sub-section “Internal Management”.

The Company’s Legal and Risk Management Department is
responsible for summarising the risk management results of each
department and regional management centre and assessing
the potential material risks faced by the Group according to
the risk management programme of the Group, formulating and
implementing the risk management plans for the next year. The
Legal and Risk Management Department is also responsible for
maintaining and updating the Company’s register of risks. Ms. Peng
Pei, the Legal Counsel and Joint Company Secretary, currently
heads the Legal and Risk Management Department of the Company.

The Board, with the concurrence of the AC, is satisfied with the
adequacy and effectiveness of the Group’s risk management
and internal control systems in addressing financial, operational,
compliance and information technology controls and sustainability
risks as at 31 December 2019.

Financial Reporting

The Directors acknowledge the preparation of the Group’s financial
statements. The Finance Management Department of the Company
is supervised by the CFO. With the assistance of the Finance
Management Department, the Directors ensure that the Group’s
financial statements have been properly prepared in accordance
with relevant regulations and applicable accounting principles.
The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company'’s ability to continue as a going concern.
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A statement by Ernst & Young LLP, the external auditor of the
Company, about its reporting responsibilities on the financial
statements of the Group is included in the “Independent Auditor’s
Report” on pages 121 to 128 of this Annual Report.

Audit Committee
The AC comprises:

(i) Mr. Lim Yu Neng Paul (AC Chairman & Independent
Non-Executive Director);

(ii) Mr. Zhai Haitao (Independent Non-Executive Director);

(iii) Ms. Cheng Fong Yee (Independent Non-Executive Director);
and

(iv) Ms. Hao Gang (Independent Non-Executive Director)

The Board considers Mr. Lim Yu Neng Paul, who is a Chartered
Financial Analyst and has extensive and practical financial
management knowledge and experience, well qualified to chair the
AC.

Majority of the AC members have accounting or finance
background. The members of the AC, collectively, have recent and
relevant accounting or related financial management expertise or
experience to discharge the AC’s responsibilities.

The AC does not comprise former partners or directors of the
Company'’s existing auditing firm or auditing corporation: (a) within a
period of two years commencing on the date of their ceasing to be
a partner of the auditing firm or director of the auditing corporation;
and in any case, (b) for as long as they have any financial interest in
the auditing firm or auditing corporation.

The AC has explicit authority to investigate any matter within its
terms of reference. It has full access to, and the co-operation of
the Management and full discretion to invite any Director or any key
executive to attend its meetings. The AC has adequate resources,
including access to external auditors, to enable it to discharge its
responsibilities properly.

The AC met five times in FY2019 and the relevant Directors and
Management were invited to attend the meetings.

The AC is guided by the terms of reference which stipulate its
principal functions.
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The functions of the AC include:

(1)

reviewing the significant financial reporting issues and
judgements and monitoring the integrity of the financial
statements of the Group and annual reports and accounts,
half-year reports and, if prepared for publication, quarterly
reports and any announcements relating to the Company’s
financial performance;

reviewing and reporting to the Board at least annually on the
adequacy and effectiveness of the Group’s internal controls,
comprising financial, operational, compliance and information
technology controls and risk management systems (such
review can be carried out internally or with the assistance of
any competent third parties), which shall cover the adequacy
of resources, staff qualifications and experience, training
programmes and budget of the Group’s accounting and
financial reporting function;

reviewing and monitoring the adequacy and effectiveness,
scope and results of the Group’s internal audit function;

reviewing the scope and results of the external audit, and the
independence and objectivity of the external auditors;

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

reviewing any interested person transactions as defined in the
SGX Listing Manual and connected transactions as defined in
the HK Listing Rules, and to review the procedures;

reviewing potential conflicts of interest, if any, including
reviewing and considering transactions in which there
may be potential conflicts of interests between the major
shareholder, controlling shareholder (as defined in the HK
Listing Rules), interested/ connected persons (as defined in
the HK Listing Rules) and recommending whether those who
are in a position of conflict should abstain from participating
in any discussions or deliberations of the Board or voting
on resolutions of the Board in relation to such transactions
as well as ensuring that proper measures to mitigate such
conflicts of interest have been put in place;

reviewing the rectification measures and internal control
measures relating to regulatory issues involving the Group’s
licences, permits or certificates etc;
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(11)

(12)

(13)

(14)

< EARE

reviewing the investments in customers, suppliers and
competitors made by the Directors, controlling shareholders
and their respective associates who are involved in
management of the Group or have shareholding interests
in similar or related business of the Group and making
assessments on whether there are any potential conflicts of
interests and ensuring that proper measures to mitigate such
conflicts of interests have been put in place;

reviewing the statements to be included in the annual reports
concerning the adequacy and efficiency of internal controls,
including financial, operational, compliance and information
technology controls, and risk management systems;

monitoring the implementation of outstanding internal control
recommendations and/or observations highlighted by the
external auditors in the course of their audit of the statutory
financial statements;

establishing a whistle-blowing policy and system for
employees and those who deal with the Company (eg.
customers and suppliers) to raise concerns, in confidence,
with the AC about possible improprieties in any matter related
to the Company, and reviewing whistle-blowing investigations
within the Company and ensuring appropriate follow-up
action, if required;

reviewing and overseeing the implementation of the measures
in respect of the legal representatives of the subsidiaries
incorporated in the PRC;

undertaking such other reviews and projects as may be
requested by the Board, and reporting to the Board its
findings from time to time on matters arising and requiring the
attention of the AC and matters in the HK CG Code; and

generally undertaking such other functions and duties as
may be required by statutes or the SGX Listing Manual, SG
CG Code, HK Listing Rules or HK CG Code, and by such
amendments made thereto from time to time.

During FY2019, the members of the AC reviewed (a) the audited
consolidated financial results of the Group for FY2018; (b) the
unaudited consolidated financial results of the Group for the first
quarter ended 31 March 2019; (c) the unaudited consolidated
financial results of the Group for the second quarter and six months
ended 30 June 2019; and (d) the unaudited consolidated financial
results of the Group for the third quarter and nine months ended 31
September 2019.
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The AC meets regularly with the Management and the external
auditors to review auditing and risk management matters and
discuss accounting implication of any major transactions including
significant financial reporting issues. It also reviews the internal audit
functions to ensure the adequacy and that an effective system of
control is maintained in the Group.

On a regular basis, the AC also reviews the interested person
transactions (as defined in the SGX Listing Manual), connected
transactions and continuing connected transactions (as defined in
the HK Listing Rules) and the financial results announcements before
their submission to the Board for approval.

The AC is well informed by the Management and the external
auditors of change to accounting standards, the SGX Listing
Manual, the HK Listing Rules and other regulations which could have
an impact on the Group’s business and financial statements.

The AC met with the internal auditors and external auditors
separately twice in FY2019 without the presence of the Management
to review any matter that might be raised.

The AC and the external auditors have discussed the significant
issues in financial reporting throughout FY2019 at the AC meetings.
As set out in the “Independent Auditor’s Report” on pages 121
to 128 of this Annual Report, the following significant issues were
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discussed with the Management and the external auditors and were BB BETEE S HEIE[E RINPEETANETT

reviewed by the AC:
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Significant issues

EXERE

How the issue was addressed by the AC

B EEEHEEHBER LIRS

Service concession arrangements
and revenue recognition

ARISAS R L BE IR AR

The key area reviewed by the AC on revenue recognition
was the service concession arrangements of water
environment management projects under IFRIC 12. The AC
received confirmation from the Management that consistent
accounting policy was applied throughout the year for
recognizing revenue under IFRIC 12. The AC assessed
the competency, capability and objectivity of the Group’s
independent financial model consultant. The AC also
considered the approach, methodology and key assumptions
applied to the financial model for the determination of the
fair value of construction services. The AC is satisfied with
the appropriateness of the methodology applied and the
reasonableness of the key assumptions used.
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Significant issues

EXEH

How the issue was addressed by the AC

FREEERMEELNBRTE

Recoverability of trade receivables

JRE Wi B 35K B AT UK [B] 14

The AC and the Board receive regular updates from the
Management on the ageing analysis of trade receivables,
the progress of trade receivables collection and repayment
schedule discussions with customers in the year. The
AC is satisfied with the attention and effort taken by the
Management on the receivables collection. Besides taking
into account the opinion and findings from the Management
and the external auditors, the AC also considered and
reviewed the methodology used in the estimation of
impairment loss of trade receivables and the appropriateness,
completeness and reasonableness of the factors used in the
estimation based on their knowledge of the business of the
Group, the industry, and the current and future economic
environment.
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The AC is satisfied that provision for impairment loss of trade
receivables as at 31 December 2019 was adequate.
BAZBEHN T NF+Z A=+ B EREREREIUR
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Impairment assessment of goodwill

R ER

The AC considered the approach and methodology applied
by the Management on both the assessment for impairment
indicators and the impairment assessment of goodwill.
In addition to considering opinion and findings from the
Management and the external auditors, the AC also reviewed
the approach used in the valuation and the reasonableness
of key assumptions used in the cash flows forecast, including
future revenue growth rate, operating margin, terminal growth
rate and discount rate based on their knowledge of the
business of the Group and the industry.
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The AC is satisfied with the appropriateness of the
methodology applied and the reasonableness of the key
assumptions used.
B L ERYMRARTEZAERERMELEERRZE
BREERTME
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Following the review and discussions, the AC recommended to the
Board to approve the full-year financial statements for FY2019.

External Auditors

The AC has reviewed the non-audit services provided to the Group
by the external auditor, Ernst & Young LLP during FY2019, and is
of the opinion that the provision of such services does not affect
the independence and objectivity of the external auditor. The AC
is pleased to recommend its re-appointment to the Board for the
Shareholders’ approval at the forthcoming AGM. Accordingly, the
Company has complied with Rule 13.88 of the HK Listing Rules.

The aggregate amount of fees paid or payable to the external auditor
and its affiliates for FY2019 in respect of the audit and non-audit
services is as follows:
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FY2019
—E-hEF
MBEE
HK$’000
FET
Financial statements audit services and B RS ER R B AT RS &
interim review services FhHA B R B ARG 3,080
Other services H A AR
- tax advisory services — BB ARS 225
- assurance services and agreed upon procedures — RAFR ETEEB BN
in connection with the Company’s listing exercise EERBEETERT 1,308
- assurance services and agreed upon procedures — ARREBBEES
in connection with the Company’s debt EHEMNEFERE X
financing exercise EERF 280
4,893

Further details on fees paid or payable to the external auditor and its
affiliates are included in note 8 to the financial statements.

The AC is satisfied that the Company has complied with Rules
712, 715 and 716 of the SGX Listing Manual in relation to the
appointment of its external auditor for FY2019 and in making the
above-mentioned appointment recommendation.

Whistle-Blowing Policy

The Company has put in place a whistle-blowing policy to provide
an avenue to all Directors and employees to report any concern
or complaint regarding financial reporting and questionable
accounting practices; criminal offences, unlawful and/or unethical
acts, fraud, corruption, bribery and blackmail; failure to comply
with legal or regulatory obligations and concealment of any of the
abovementioned issues.
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An e-mail address and a special telephone number are set up to
allow whistle-blowers to contact the AC Chairman directly. Whistle-
blowers are also able to contact the CEO directly through the CEO
e-mail address which is provided on the Company’s website. All
concerns or irregularities raised will be treated with confidence and
every effort will be made to ensure that confidentiality is maintained
throughout the process.

Internal Audit

The Company has an Internal Audit Department (“IA”) to strengthen
the internal audit function and promote sound risk management,
including financial, operational, compliance, information technology
controls, sustainability and good corporate governance. The AC
approves the recruitment, removal and evaluation of the internal
auditors.

The IA reports primarily to the AC and has full access to the
documents, records, properties and personnel of the Company and
of the Group, and has appropriate standing within the Company. The
IA reports to the AC on a quarterly basis regarding the progress and
major findings of the internal audit process. The AC reviews at least
annually the adequacy and effectiveness of the internal audit function
of the Company and ensures that the Company’s internal audit
team is formed by the sufficient number of personnel with relevant
qualifications and experience.

The Board recognises that it is responsible for maintaining a system
of internal control to safeguard the Shareholders’ investments
and the Group’s businesses and assets, while the Management is
responsible for establishing and implementing the internal control
procedures in a timely and appropriate manner.

IA's main scope of work covers the review and evaluation of
processes and areas of concerns identified. |IA assists the
Management in enhancing existing risk management initiatives
and carrying out regular independent monitoring of key controls
and procedures. The findings and recommendations in relation to
the adequacy and effectiveness of internal controls and process
improvements will be presented to the AC and the Management.

Material non-compliance and internal control weaknesses noted
during reviews are reported together with recommended corrective
actions to the AC on a regular basis. In particular, the Company
had certain outstanding licenses and/or permits in relation to
its business and operations as at November 2014 (“Licenses
and/or Permits”) as disclosed in the Company’s circular dated
12 November 2014. The IA followed up on the status and noted that
the Company had obtained most of such Licenses and/or Permits
in the financial years ended 31 December 2015, 2016 and 2017,
and had disclosed such progress in the relevant annual reports. The
Company did not have any further update in FY2019.
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The results of the internal audit findings are also shared with the
external auditor to assist it in its audit planning and also for it to
perform further checks on the weak areas identified.

(D) INTERNAL MANAGEMENT
Management Functions

As mentioned above, the Board approves a document, known as
the Board Authority Matrix, with guidelines setting forth the matters
reserved for the Board’s decision and clear directions to the
Management on matters that must be approved by the Board. The
matters delegated by the Board to the Management are generally
considered and decided by the Management Committee of the
Company (the “MC”).

The MC comprises:

() Mr. An Xuesong (MC Chairman, Executive Director & CEO);
ii) Mr. Luo Junling (Executive Director & CFO);

i Mr. Wang Yuexing (Vice President);

Mr. Wang Guanping (Vice President);
Y Mr. Zhang Guofeng (Vice President);

,\,\,_\_,\_,\_
=

Vi) Mr. Sun Linbo (Vice President);

(vii Mr. Niu Kesheng (CEO Assistant);

(i) Mr. An Pinglin (Technical Director); and

(ix) Mr. Wu Zhiguo (General Manager of Liaoning Regional

Management Centre).

The MC is responsible for the management of daily business
operations, formulating and implementing annual work tasks
and medium-term development plans for the Group. The MC
is the decision-making authority for the day-to-day operations,
management and personnel matters.

The MC holds meetings on a regular and ad hoc basis. It holds
meetings at least once a month and has a weekly communication
mechanism. The MC reviews and discusses, the Group’s investment
proposals on new projects, appointment and removal of key
executives at headquarter departments, regional management
centres and project companies, performance appraisals, status of
financial budget execution and the major works done and progress
of the headquarter departments and regional management centres,
etc.
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To assist the MC in decision-making process, the Company
also established a Risk Assessment Committee (“RAC”) and an
Engineering and Technology Committee (“ETC”) to assess the
risks and make recommendations in undertaking new investment
projects and construction works. Any new investment project, before
submitted to the MC for consideration, will be reviewed by the RAC
and the ETC respectively. The MC will then take into account the
findings and recommendations made by the RAC and the ETC. In
relation to investment project with investment amount exceeding
certain threshold, Board’s approval will be sought before the
definitive agreement is executed.

In relation to each meeting held by the MC, minutes duly signed
by its chairman (being the CEO) will be retained by the Company
as records.

(E) SHAREHOLDER RIGHTS AND ENGAGEMENT
Shareholder Rights and Conduct of General Meeting

The Company treats all Shareholders fairly and equitably, and
recognises, protects and facilitates the exercise of the Shareholder’s
right. Shareholders are informed of changes in the Company’s
business that are likely to affect their assessment of the Company’s
performance, position and prospects.

The Management supports the SG CG Code’s principle to
encourage shareholder participation. Shareholders are encouraged
to attend the Shareholders’ meetings to ensure a high level of
accountability and to stay informed of the Company’s strategy
and goals. The Shareholders are informed of general meetings
through notices contained in annual reports or circulars sent to all
Shareholders. In FY2019, the notice of AGM was despatched
to the Shareholders, published in the Business Times as well as
uploaded onto the SGXNet. The Company also prepared and
uploaded the Management’s presentation slides to be used at the
general meetings in advance. The Board welcomes questions
from Shareholders who have an opportunity to raise issues
either informally or formally before or at the general meetings. To
facilitate the Shareholders’ communication with the Directors and
the Management, a question and answer session is held at all the
general meetings before voting is carried out.

Resolutions at general meetings are on each substantially separate
issue. All the resolutions at the general meetings are single item
resolutions.
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The Company encourages all the Directors to attend its general
meetings to address Shareholders’ questions relating to the
Company’s development and the work of the Board Committees.
For the AGM held in FY2019, six Directors (including the Chairman
of the Board, two Executive Directors and the chairman of all the
Board committees) attended such meeting.

The Company’s external auditor and the Legal Counsel and Joint
Company Secretary are also invited to attend the general meetings
and are available to assist the Directors in addressing any relevant
queries by the Shareholders relating to the conduct of the audit and
the preparation and content of the auditors’ report.

The Company conducts poll voting for all resolutions to be passed
in its general meetings. The rules, including voting procedures, will
be explained by the scrutineers in the forthcoming AGM. If any
Shareholder is unable to attend general meetings, the Company’s
Bye-laws allow each Shareholder to appoint up to two proxies to
attend and vote at all general meetings on his/her behalf. Meeting
minutes are prepared for all the general meetings (including the
details of the question and answer sessions therein) and are
uploaded on the Company’s website and properly maintained as the
Company'’s records.

Procedures for Shareholders to Convene a Special General
Meeting and to Put Forward Proposals

The following procedures for the Shareholders to convene a special
general meeting are prepared in accordance with Bye-law 57 of the
Company’s Bye-laws.

(1) One or more Shareholders holding at the date of deposit of
the requisition not less than one-tenth of the paid up capital
of the Company carrying the right of voting at general
meetings of the Company shall have the right, by written
requisition to the Board or the Joint Company Secretaries,
to require a special general meeting to be called by the
Board for the transaction of any business specified in such
requisition.

@) The requisition must state the objects of the meeting, and
must be signed by the Shareholder(s) concerned and may
consist of several documents in like form, each signed by one
or more of those Shareholders.

Q) The requisition shall be made in writing to the Board or the
Joint Company Secretaries.

(4) The special general meeting shall be held within two months
after the deposit of the requisition.
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5) If within 21 days of such deposit the Board fails to proceed to
convene such meeting the requisitionists, such shareholders
themselves may do so in accordance with the provisions
of Section 74(3) of the Companies Act 1981 of Bermuda
(“Bermuda Companies Act”).

Dividend Policy

The Group has adopted a policy on payment of dividend in
FY2019 in compliance with the HK CG Code and SG CG Code,
which establishes an appropriate procedure on declaring and
recommending the dividend payment of the Company.

The Company will declare and/or recommend the payment of
dividends to the Shareholders after the Board considering the
factors, such as: the funding needs to the operation and business
development of the Company from time to time; the market
situation from time to time; the solvency requirements of the
Bermuda Companies Act; cash flow and financial condition of the
Company; the requirements of the Company’s Bye-laws and the
relevant laws, rules and regulations applicable to the Company;
and so on. When assessing the Company’s performance for each
financial year or interim financial period, the Board shall seek to
maintain a steady dividend depending on the capital expenditure
and cash flow for each financial year or interim financial period, while
smoothing the effect of any variation in the cash flow that may be
due to one-off gains or losses in the same period. The Board shall
have the full discretion on whether to pay a dividend, subject to the
Shareholders’ approval, if applicable.

The Board shall review the Dividend Policy on a regular basis.

In accordance with the Dividend Policy, the Company declared
and paid an interim one-tier tax-exempt dividend of 3.74 Hong
Kong cents (equivalent to 0.65 Singapore cent) per ordinary share
for the six months ended 30 June 2019. In addition, the Board
recommended a final one-tier tax exempt dividend of 3.74 Hong
Kong cents (equivalent to 0.67 Singapore cent) per ordinary share
for FY2019, which will be subject to the Shareholders’ approval at
the forthcoming AGM.
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Engagement with Shareholders

The Company recognises the importance of good communications
with its Shareholders and the investment community and also
recognises the value of providing current and relevant information to
the Shareholders and the investors. The Company has established
a Shareholders Communication Policy which is available on the
SGXNet and the websites of HKEx and the Company.

To facilitate the Shareholders’ ownership rights, the Company
ensures that all material information is disclosed on a
comprehensive, accurate and timely basis on the SGXNet and
the websites of HKEx and the Company, especially information
pertaining to the Group’s business development and financial
performance which could have a material impact on the share price
of the Company, so as to enable the Shareholders to make informed
decisions in respect of their investment in the Company. To ensure
a timely and equal disclosure to all its Shareholders, the Company
also uploads all its press releases and other disclosure documents
which includes material information on the SGXNet and the websites
of HKEx and the Company.

In line with continuous disclosure obligations of the Company, and
pursuant to the SGX Listing Manual, HK Listing Rules and the
Bermuda Companies Act, the Board ensures that the Shareholders
are fully informed of all major developments that impact the Group
on a timely and equally basis.

Information is disseminated to the Shareholders on a timely basis
through:

0] SGXNet announcements;

(ii) HKEx announcements;

(iii) press releases;

(iv) results briefings and analyst briefing presentations;
(v) annual reports; and

(Vi) Company’s website at www.ebwater.com, at which the
Shareholders can access information on the Group.

The Company does not practise selective disclosure of material
information. All the material information is available on the SGXNet
and the websites of HKEx and the Company.
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The Management acknowledges that effective communication with
investors is of paramount importance to the Group. In order to
reinforce mutual understanding between the Shareholders and the
Company, the Company established and maintained a number of
ways to strengthen its communication with investors.

Measures that the Company has taken are as follows:

@)

)

organising analyst briefings to explain its latest published
financial information as well as to provide its business update
when necessary;

attending meetings or telephone conferences requested
by investors, Shareholders or analysts on an ongoing basis
throughout the year to assist them in understanding the latest
updates relating to the Company;

organising road shows for the investors or potential investors.
This may be done solely by Company or coordinated with
investment banks;

organising site visits by investors or potential investors to the
Group’s projects; and

ensuring important information of the Group will be
announced in a timely manner without delay.

The Shareholders may at any time send their enquiries and concerns
to the Board in writing through the investor relations department via
ir@ebwater.com.

(F)

STRATEGY DEVELOPMENT AND SUSTAINABILITY

Strategy Commiittee

The Strategy Committee (“SC”) comprises:

096

Mr. Wang Tianyi (SC Chairman, Non-Executive Director &
Chairman of Board);

Mr. An Xuesong (Executive Director & CEQO);

Mr. Luo Junling (Executive Director & CFO); and

Ms. Hao Gang (Independent Non-Executive Director).
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The SC is primarily responsible for assisting the Board in providing
strategic direction to the Company and overseeing the strategic
planning of the Company and the implementation of such strategies;
reviewing the medium-term and long-term strategic objectives
proposed by the Management and overseeing the Management’s
performance in relation to such strategies; considering sustainability
issues in formulating strategies and overseeing the monitoring and
management of the ESG factors that are material to the business of
the Company.

The SC was established in May 2018, with the main objective
to assist the Board in oversight responsibilities relating to the
planning and implementation of the Company’s development
strategies. It currently comprises Non-Executive, Executive, and
Independent Non-Executive Directors. The SC will hold meetings
as and when necessary. During its meetings, the SC may invite the
key management personnel to join and discuss on the Company’s
strategies and development directions. The SC will then report its
recommendations on the Company’s development strategies to the
Board for discussion and approval.

Engagement with Stakeholders

Stakeholder engagement is an indispensable part of the Group’s
sustainable development strategy. The Board adopts an inclusive
approach by considering and balancing the needs and interests
of materials stakeholders, as part of its overall responsibility to
ensure that the best interests of the Company are served. The
Group maintained constant interaction and close communication
with stakeholders through various communication channels, to
gain insights into how its business affects different stakeholders.
Through collecting valuable suggestions and expectations from the
stakeholders in relation to the Group’s sustainable development,
the Group pinpoints areas for improvement on business policies
and project operations, and identifies issues that have significant
impacts on its sustainable development, hence allowing the Group
to formulate long-term development strategies.

Further information on engagement with stakeholders is set out in
section “Sustainability Report” on pages 51 to 59 of this Annual
Report.
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(G) DEALINGS IN SECURITIES

The Company has adopted an internal code (the “Internal Code”)
governing dealings in securities by Directors, officers and relevant
employees of the Group who are likely to be in possession of
unpublished price sensitive information of the Group. Following its
Dual Primary Listing, the Company has updated the Internal Code to
be in line with the requirements of the HK Listing Rules and HK CG
Code on terms no less exacting than the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the HK Listing Rules, in addition to the
requirements of the SGX Listing Manual and SG CG Code. This
revised Internal Code has been disseminated to all the Directors,
officers and relevant employees of the Group.

Directors, officers and relevant employees have been informed not
to deal in the Company’s securities at all times whilst in possession
of unpublished price-sensitive information and during the periods
commencing:

(a) 30 days immediately preceding the publication date of the
announcement of the Company’s quarterly results or half-year
results or, if shorter, the period from the end of the relevant
quarterly or half-year period up to the publication date of the
results; and

(b) 60 days immediately preceding the publication date of the
announcement of the Company’s full-year results or, if shorter,
end of financial year and up to the publication date of the
results.

The Directors, officers and relevant employees of the Group are also
expected to observe relevant insider trading laws at all times, even
when dealing in securities within permitted trading period or while
they are in possession of unpublished price-sensitive information of
the Company and they are not to deal in the Company’s securities
on short-term considerations.

Having made specific enquiries to the Directors, all Directors
confirmed that they had complied with the required standard as
set out in the Model Code and the Internal Code throughout the
FY2019.
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(H MATERIAL CONTRACTS

There are no material contracts of the Group involving the interests
of any Director or controlling shareholder subsisting at the end of
FY2019, or entered into since the end of the previous financial year.

)] CONSTITUTIONAL DOCUMENTS

The Company has adopted a set of new Bye-laws with effect from
8 May 2019 pursuant to the special resolution passed at the special
general meeting of the Company held on 16 November 2018. An
up-to-date version of the Company’s Bye-laws is also available on
the SGXNet and the websites of HKEx and the Company.
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The Directors are pleased to submit this Annual Report to the
members of the Company together with the audited financial
statements for the financial year ended 31 December 2019
(“FY2019” or “year under review”).

In the opinion of the Directors:

(a) the financial statements are drawn up so as to present fairly,
in all material respects, the financial position of the Group
and of the Company as at 31 December 2019 and the
financial performance, changes in equity and cash flows of
the Group for the year ended on that date in accordance with
International Financial Reporting Standards; and

(b) at the date of this statement, there are reasonable grounds to
believe that the Company will be able to pay its debts as and
when they fall due.

Principal Activities

The principal activity of the Company is investment holding. The
principal activities and other particulars of the Company’s principal
subsidiaries are set out in note 1 to the financial statements. There
were no significant changes in the nature of the Group’s principal
activities during the year under review.

Business Review

A fair review of the business of the Group during the year under
review, particulars of important events affecting the Group that have
occurred since the end of FY2019 (if any), an analysis of the Group’s
performance using financial key performance indicators and a
discussion on the Group’s future business development are provided
in the “Chairman’s Statement” and the “Chief Executive Officer’s
Report” on pages 4 to 30 of this Annual Report. Description of the
principal risks and uncertainties faced by the Group is set out in
the section headed “Principal Risks and Uncertainties” in the “Chief
Executive Officer’s Report” on pages 19 to 25. A discussion on the
Group’s environmental policies, relationship with its key stakeholders
and compliance with relevant laws and regulations which have a
significant impact on the Group is provided in the section headed
“Environmental and Social Management” in the “Chief Executive
Officer’'s Report” on pages 26 to 27.
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Major Customers and Suppliers

The information in respect of the major customers and suppliers of

the Group respectively during FY2019 is as follows:
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AEEBR-ZT-—NURFEZETERF MME
2 ERINT ¢

Percentage of the Group’s total

HAEETIRE2TAL
Revenue Purchases
WA EgEE
The largest customer BARP 21%
Five largest customers in aggregate AREFAR 46%
The largest supplier BAMER 6%
Five largest suppliers in aggregate AR EEEE 13%

None of the Directors, their associates or any Shareholders of the
Company (which to the knowledge of the Directors owns more
than 5% of the number of issued shares of the Company) had any
interest in the Group’s five largest customers and suppliers.

Results

The financial results of the Group for FY2019 and the Company’s
financial position at the end of FY2019 are set out in the financial
statements on pages 129 to 285.

Interim Dividend

An interim dividend of 3.74 Hong Kong cents (equivalent to 0.65
Singapore cent) per ordinary share with a scrip alternative was paid
to the Shareholders on 18 October 2019 (FY2018: 0.49 Singapore
cent per ordinary share).

Final Dividend

Subject to the Shareholders’ approval at the forthcoming AGM,
the Board recommended a final dividend of 3.74 Hong Kong cents
(equivalent to 0.67 Singapore cent) per ordinary share for FY2019
(FY2018: 0.50 Singapore cent per ordinary share).
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Share Capital

Details of movement in the share capital of the Company during the
year under review are set out in note 31 to the financial statements.
Distributable Reserves

As at 31 December 2019, the Company’s reserves available for
distribution amounted to approximately HK$782,619,700.
Charitable Donations

Charitable donations made by the Group during FY2019 amounted
to HK$968,000 (FY2018: HK$680,000).

Directors

The Directors during FY2019 and up to the date of this Annual
Report were:

Non-Executive Director

Wang Tianyi (Chairman)

Executive Directors

An Xuesong (CEO)
Luo Junling (CFO)

Independent Non-Executive Directors

Zhai Haitao

Lim Yu Neng Paul
Cheng Fong Yee
Hao Gang

In accordance with Bye-law 86(1) of the bye-laws of the Company
(“Bye-laws”), Mr. Wang Tianyi and Mr. An Xuesong will retire
from the Board at the forthcoming AGM and, being eligible, offer
themselves for re-election.
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The Independent Non-Executive Directors are appointed for a
specific term, subject to re-election. The current four Independent
Non-Executive Directors hold office for a term until 11 April 2022.
They are all subject to retirement by rotation in accordance with the
Bye-laws as indicated above.

Changes in Information of Directors

Pursuant to Rule 13.51B(1) of the HK Listing Rules, the changes
in information of the Directors since the Company’s last published
2019 Interim Report are as follows:

0] Mr. Wang Tianyi (Non-Executive Director & Chairman) was
appointed as a vice chairman of All-China Environment
Federation with effect from 1 November 2019; and

(ii) Mr. Zhai Haitao (Independent Non-Executive Director) was
appointed as a director of China Asset Management Co., Ltd.
with effect from 22 October 2019.

Save as disclosed above, the Company is not aware of other
information which is required to be disclosed under Rule 13.51B(1)
of the HK Listing Rules.

Directors’ Service Contracts

No Director proposed for re-election at the forthcoming AGM has
an unexpired service contract which is not determinable by the
Company or any of its subsidiaries within one year without payment
of compensation, other than normal statutory obligations.

Management Contracts
No contracts concerning the management and administration of the

whole or any substantial part of the business of the Company were
entered into or existed during the year under review.
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Directors’ Interests

Under Singapore Law

According to the Company’s register of Directors’ shareholdings,
none of the Directors holding office at the end of FY2019 had any
interest in the shares or debentures of the Company or its related
corporations, except as follows:

Holdings registered in
the name of Director

EEEs
IR ISR R

REBEANREERESTMAE KT
Eﬁﬁﬁzifﬂi BEABE SN ANA R SRR
;ZJ&T NHESFPHEB T AEE  EATE

Holdings in which
Director is deemed
to have an interest

UEEERBT2RE EEHAABRERBRZRE
As at As at As at As at
Name of Director and Corporation in 1/1/2019 31/12/2019 1/1/2019 31/12/2019
which interests are held R-ZB—-h& R-E-—h&E R-ZB—-h& R-ZE-—h&E
BFERB ESHERARER —HF—H8 +=B=+—8H —A—H +=ZB=+—8H
The Company ¥/ /N
Ordinary shares TR
Lim Yu Neng Paul MEBE 1,608,909 1,608,909
Cheng Fong Yee Rl 622,266 622,266 - -
China Everbright PE KEEBRR
Greentech Limited (note) BRQAT (i)
Ordinary shares LB
Luo Junling ks 231,514 247,514 - -
Note:  China Everbright Greentech Limited (‘Everbright Greentech”) is a subsidiary MizE: RN AGEREERAT ( [RAEBEEERR| )
of Everbright International, the controlling shareholder of the Company. RAR AR KB 2 B A R
Except as disclosed in this statement, none of the Directors who — BAREEZ(TIHEIN - R - — B EEE

held office at the end of FY2019 had interests in share options,
warrants or debentures of the Company or of related corporations,
either at the beginning or at the end of FY2019.

There was no change in any of the above-mentioned interests in the
Company and its related corporation between the end of FY2019
and 21 January 2020.
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Under Hong Kong Law

Directors’ and Chief Executive’s Interests and Short Positions
in Shares, Underlying Shares and Debentures

As at 31 December 2019, the interests and short positions
of the Directors and the chief executive of the Company and
their respective associates in the shares, underlying shares
and debentures of the Company and/or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Cap 571 of the Laws of Hong Kong) (the “SFO”))
as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the SEHK pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the HK Listing Rules were as follows:
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SESHD ([ (RESFA) | ) - AHER

NCIDSE RN OEE Tt v=g (I

(i) Long position in shares of the Company (i)  RAEARERN 2R
Approximate
percentage of
total issued
Number of shares | shares (Note)
Name of Director | Capacity Nature of interest | (ordinary shares) HEBBITREA
EEfE 14 EEME RHEBE (BER) | BADL (M)
Lim Yu Neng Paul Custodian (other Personal 1,608,909 0.06%
M BE than an exempt EA
custodian interest)
REAN (BHRR
B AR
Cheng Fong Yee Beneficial Owner Personal 622,266 0.02%
Ef Bl EmBEAA EA

(i)

Note: Based on 2,860,876,723 issued ordinary shares of the Company
as at 31 December 2019.

Long position in shares of Everbright Greentech, a listed
associated corporation of the Company

(if)

st : RER=ZZE—NF+=ZA=+—HBZFR
AT %%172,860,876, 723 L@ E -

BN 24P

KA Rz EMAREEAE X KR BRIR

Approximate
percentage of
total issued
Number of shares | shares (Note)
Name of Director | Capacity Nature of interest | (ordinary shares) HEBBITREA
EEpR 14 ERtE RHEBE (HER) | BEADL (M)
Luo Junling Beneficial Owner Personal 247,514 0.01%
EiLEE E=BAA EA

Note: Based on 2,066,078,000 issued ordinary shares of Everbright
Greentech as at 31 December 2019.
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Directors’ and Chief Executive’s Interests and Short Positions
in Shares, Underlying Shares and Debentures (cont’d)

Save as disclosed above, as at 31 December 2019, none of the
Directors and chief executive of the Company and their respective
associates had interests or short positions in the shares, underlying
shares or debentures of the Company, or any of its associated
corporations (within the meaning of Part XV of the SFO), as recorded
in the register required to be kept by the Company under Section
352 of the SFO, or as otherwise required to be notified to the
Company and the SEHK pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

At no time during the year under review was the Company or any
of its subsidiaries, holding companies or fellow subsidiaries, a party
to any arrangements to enable the Directors to acquire benefits
by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

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

So far as is known to the Directors, as at 31 December 2019, the
following persons (other than any Directors or chief executive of
the Company) were Substantial Shareholders (as defined in the
HK Listing Rules) and had interests or short positions in the shares
or underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the
SFO, or as otherwise notified to the Company or the SEHK:

CHINA EVERBRIGHT WATER LIMITED

% HEXFKBERAE

ESRESTBRAESREZRM - HEAROK
EFzRERXR (&)

B EXFratESN  R-FE—NF+=—A=+—
B ARBISEZRESTHRABREESEA
ZBE AT HEL AR RS E A EBEE
(EER (EHED) EXVEL) 2k - 1HF
i SEFTHRAARE (FHFED) $£352

fEHRE M%ﬁ2§EﬁWZ%ﬁﬁmF %ﬁ
B (RESFR) ZRERR 62X P 2 i
X/AE °©

EERABRODES ZER

CIEFEEAR » AR5 - REFAMERR - 21
PNCIEACE = NGRS e LT ﬁﬁ
EEAREBEARR I EMEAERRD
KB MEGH & o

FERRREMALTRAEAXTRG R EBER G
HERERKE

BEEMA R NAF+-A=+—8"

TﬂAi(Eﬂi$I$ AIESITBAER

5N BEBERR (ERREFEBELTHRAD A

RAR BRI RAERER O R EAERE (FF5

1 ) FE336IRARKTF 2 ELMARCHER
NAJHEE AR SOR RN



DIRECTORS’
STATEMENT

EEEEH

FERRREMALTREADTRG R EBER G
HESRKXE (F)

Substantial Shareholders’ and Other Persons’ Interests and
Short Positions in the Shares and Underlying Shares of the
Company (cont’d)

Long position of Substantial Shareholders in shares of the Company FERRRARRIRG 2158

Approximate
percentage of total
issued shares
Name of Substantial Nature of Number of shares | (Note (1))
Shareholder Capacity interest (ordinary shares) HNEERITROEE
FTERRHE 54 ERME ROBE (HBER) | ADL (ME®1)
Central Huijin Investment Ltd. Interest of controlled | Corporate 2,084,724,572 72.87%
(“Huijin”) (Note (2)) corporation interest
PRESREBRETAT = 2k | NCI[E o e AR
([E£]) (@)
China Everbright Group Ltd. Interest of controlled | Corporate 2,084,724,572 72.87%
(“China Everbright Group”) corporation interest
(Note (3)) REHARHER | ARER
B REERR D A A
( [PEXKREER] )
(F5E(3) )
China Everbright Holdings Interest of controlled | Corporate 2,084,724,572 72.87%
Company Limited (“CE Hong corporation interest
Kong”) (Note (4)) SIEHIA AR R NE) R
PEXAREEBR QA
([RKREBEER] ) (MEE@)
Datten Investments Limited Interest of controlled | Corporate 2,084,724,572 72.87%
(“Datten”) (Note (5)) corporation interest
(MFE(5)) RIS A R8s YNCIL: £2
Guildford Limited (“Guildford”) | Interest of controlled | Corporate 2,084,724,572 72.87%
(Note (6)) corporation interest
(HIE(6)) SEHIATMER | AFER
Everbright International (Note (7)) | Interest of controlled | Corporate 2,084,724,572 72.87%
FeREIBR (B3E(7)) corporation interest
- 2| NG E o NAER
China Everbright Environmental | Interest of controlled | Corporate 2,084,724,572 72.87%
Protection Holdings Limited corporation interest
(“CEEPHL") (Note (8)) SN A R NGIL 3
BB RIRIRIERR B BR A &
( [RKRBR] ) (M6)
China Everbright Water Beneficial Owner Corporate 2,084,724,572 72.87%
Holdings Limited (“CEWHL”) EmEEA interest
B ARSI AR B IR A AR
( THRRKIEER] )
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Substantial Shareholders’ and Other Persons’ Interests and
Short Positions in the Shares and Underlying Shares of the
Company (cont’d)

Notes:

1 Based on 2,860,876,723 issued ordinary shares of the Company as at
31 December 2019.

(2)  Huijin is indirectly wholly-owned by the State Council of the PRC and holds
55.67% equity interests of China Everbright Group. It is deemed to be
interested in the 2,084,724,572 shares indirectly held by China Everbright
Group.

(8)  China Everbright Group holds 100% equity interests of CE Hong Kong. It is
deemed to be interested in the 2,084,724,572 shares indirectly held by CE
Hong Kong.

(4)  CE Hong Kong holds 100% equity interests of Datten. It is deemed to be
interested in the 2,084,724,572 shares indirectly held by Datten.

5) Datten holds 55% equity interests of Guildford. It is deemed to be
interested in the 2,084,724,572 shares indirectly held by Guildford.

(6)  Guildford holds 39.57% equity interests of Everbright International. It is
deemed to be interested in the 2,084,724,572 shares indirectly held by
Everbright International.

(7) Everbright International holds 100% equity interests of CEEPHL. It is
deemed to be interested in the 2,084,724,572 shares indirectly held by
CEEPHL.

(8)  CEEPHL holds 100% equity interests of CEWHL. It is deemed to be
interested in the 2,084,724,572 shares held by CEWHL.

Save as disclosed above, as at 31 December 2019, the Company
had not been notified of any other persons (other than the Directors
or chief executive of the Company or Substantial Shareholders) who
had interests or short positions in the shares or underlying shares of
the Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO.

Directors’ Interests in Transactions, Arrangements or Contracts

No transactions, arrangements or contacts of significance to which
the Company, or its holding company or any of its subsidiaries was a
party, and in which a Director or any entity connected with a Director
had a material interest, subsisted at the end of FY2019 or at any
time during FY2019.
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No Competition between Everbright International and the
Company

In connection with the separate listing of the Company on the SEHK,
the Company implemented some corporate governance measures
to confirm that the directors of both Everbright International and the
Company will be able to function and operate independently and
effectively in the best interest of the respective companies. Details
relating to the non-existence of competition between Everbright
International and the Company are set out in the section headed
“Relationship with Controlling Shareholder” of the listing document
issued by the Company dated 24 April 2019 (the "HK Listing
Document”).

Directors’ Interests in a Competing Business

During the year under review and up to the date of this Annual
Report, Mr. Wang Tianyi and Mr. Zhai Haitao are also the directors
of Everbright International. Everbright International is a listed
intermediate holding company of the Company and is engaged in
environmental protection business. Everbright International may be
in competition with the Group. However, as stated in the section “No
Competition between Everbright International and the Company”
above, the Company implemented some corporate governance
measures to ensure the independence between Everbright
International and the Company. Up to the date of this Annual Report,
there is no change in the details previously disclosed in the HK
Listing Document.

Save as disclosed above, none of the Directors are considered to
have interests in a business which competes or is likely to compete,
either directly or indirectly, with the businesses of the Group.
Equity-linked agreements

No equity-linked agreements were entered into during FY2019 and
subsisted at the end of FY2019.

Warrants

As at the end of FY2019, there were no warrants issued by the
Company to take up any unissued shares of the Company.

Share options

The Company has no share option scheme during FY2019.
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Pre-emptive Rights

Bye-law 12(1) of the Bye-laws provides that (subject to any direction
to the contrary that may be given by the Company in general
meetings) any issue of shares for cash to existing Shareholders
holding shares of any class shall be offered to such Shareholders
in proportion as nearly as may be to the number of shares of such
class then held by them and the provisions of the second sentence
of Bye-law 12(2) with such adaptations as are necessary shall
apply. Bye-law 12(2) of the Bye-laws provides, inter alia, that except
permitted by the SGX Listing Manual or the HK Listing Rules or any
direction given by the Company in general meetings, all new shares
shall before issue be offered to such persons who as at the date of
the offer are entitled to receive notices from the Company of general
meetings in proportion, as far as the circumstances admit, to the
number of the existing shares to which they are entitled. Save for
the foregoing, there is no provision for pre-emptive rights under the
laws of the Bermuda which would oblige the Company to offer new
shares on a pro-rata basis to existing Shareholders.

Purchase, Redemption or Sale of Listed Securities

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of its listed securities for FY2019.

Tax Relief and Exemption

The Directors are not aware of any tax relief or exemption available
to the Shareholders by reason of their holding of the Company’s
securities.

Material Related Party Transactions

Material related party transactions entered into by the Group
during the year under review are set out in note 37 to the financial
statements. In relation to those related party transactions that
also constituted connected transactions or continuing connected
transactions of the Group as defined in the HK Listing Rules, the
Company has complied with the relevant disclosure requirements
in accordance with Chapter 14A of the HK Listing Rules during the
year under review.

Connected Transactions

During FY2019, the Company and the Group had the following
connected transactions and continuing connected transactions,
details of which are disclosed in compliance with the requirements of
Chapter 14A of the HK Listing Rules.
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Connected Transactions (cont’d)

Underwriting and advisory services

The Company entered into the following agreements in respect of its
separate listing of the Company on the SEHK:

(a) Hong Kong underwriting agreement with, inter alia, China
Everbright Capital Limited (“CEBC”), China Everbright
Securities (HK) Limited (“CEBS”) and CEB International
Capital Corporation Limited (“CEBI”) on 22 April 2019. All of
them are the connected persons of the Company; and

(b) international underwriting agreement with, inter alia, CEBS on
29 April 2019.

Pursuant to such agreements, sponsor fee and underwriting
commission of HK$570,000 and HK$5,640,000 respectively were
paid or payable to CEBC, CEBS and CEBI during FY2019. Further
details of the transactions are included in the HK Listing Document
and note 37 to the financial statements.

On 21 January 2019, the Company completed the issuance of
its third tranche of RMB-denominated corporate bonds (“Third
Tranche Corporate Bonds”) with a principal amount of RMB700
million. Everbright Securities Company Limited (‘EB Securities”)
was engaged as the lead underwriter for the issuance of Third
Tranche Corporate Bonds by way of a standby commitment
underwriting. EB Securities is a subsidiary of China Everbright
Group, which is the controlling shareholder of Everbright
International. The amount of underwriting service fees paid or
payable by the Company to EB Securities for the provision of
underwriting and other services with respect to the issuance of the
Third Tranche Corporate Bonds was RMB3.5 million, being 0.5
per cent of the aggregate principal amount of the Third Tranche
Corporate Bonds.

During FY2019, the aggregate fees paid or payable to CEBC, CEBS,
CEBI and EB Securities amounted to HK$9,611,000 (in respect of
the underwriting commission) and HK$570,000 (in respect of the
sponsor fees and advisory service fees). As such, they were below
the annual cap of HK$15,000,000 for underwriting commission and
the annual cap of HK$5,000,000 for sponsor fees and advisory
service fees for FY2019 as stated in the HK Listing Document.
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Connected Transactions (cont’d)

Lease of the Premise

On 18 May 2019, China Everbright Water Management Limited,
an indirect wholly-owned subsidiary of the Company, entered into
an agreement with China Everbright Environmental Group Limited,
a wholly-owned subsidiary of Everbright International, in relation to
the sub-lease of certain office premises for a term of three years
commencing from 18 May 2019 to 17 May 2022 (both dates
inclusive) at a monthly rent of approximately HK$350,000.

On 1 June 2019, Everbright Water (Shenzhen) Limited, an indirect
wholly-owned subsidiary of the Company, entered into an agreement
with Everbright Environmental Protection (China) Company Limited,
a wholly-owned subsidiary of Everbright International, in relation
to the lease of the office premises in Shenzhen for a term of three
years commencing from 1 June 2019 to 31 May 2022 (both dates
inclusive) at a monthly rent of approximately RMB127,000.

On 1 July 2017, Everbright Water Technology Development (Nanjing)
Limited, an indirect wholly-owned subsidiary of the Company,
entered into an agreement with Everbright Envirotech (China)
Limited, a wholly-owned subsidiary of Everbright International,
in relation to the lease of the meeting rooms and guest rooms in
Nanjing for a term of three years commencing from 1 July 2017 to
30 June 2020 (both dates inclusive) in respect of which the rental
was charged on a per-use basis.

During FY2019, the aggregate rental paid or payable to China
Everbright Environmental Group Limited, Everbright Environmental
Protection (China) Company Limited and Everbright Envirotech
(China) Limited amounted to HK$6,896,000. The said amount was
below the annual cap of HK$7,110,500 for FY2019 as stated in the
HK Listing Document.

Deposit services

On 15 April 2019, the Company entered into the Deposit Services
Framework Agreement with China Everbright Group, a controlling
shareholder of Everbright International, for a fixed term not
exceeding three years from the date of the agreement to 31
December 2021.
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Connected Transactions (cont’d)

Deposit services (cont’d)

Pursuant to the Deposit Services Framework Agreement, China
Everbright Group shall procure China Everbright Bank Company
Limited (“CE Bank”) to provide the deposit services to the Group
(including current and fixed term deposit) in accordance with rules
and regulations prescribed by the People’s Bank of China (“PBOC”)
and/or other relevant rules and regulations within or outside the
PRC. The deposit services to be provided by China Everbright
Group shall be on normal commercial terms and no less favourable
than the terms available to the Group from independent third parties.

During FY2019, the maximum daily closing balance of the Group’s
deposits (including interests accrued thereon) placed in CE Bank
amounted to approximately HK$86,732,000. This amount was
below the maximum daily closing balance of HK$300,000,000 for
FY2019 as stated in the HK Listing Document.

Sludge treatment and hazardous waste treatment services

On 15 April 2019, the Company entered into the Sludge Treatment
and Hazardous Waste Treatment Services Framework Agreement
with Everbright International, the controlling shareholder of the
Company, for a fixed term not exceeding three years from the date
of the agreement to 31 December 2021.

Under the Sludge Treatment and Hazardous Waste Treatment
Services Framework Agreement, Everbright International shall
procure its subsidiaries to provide sludge treatment and hazardous
waste treatment services to the Group based on normal commercial
terms, and after arm’s length negotiations between the relevant
subsidiary of Everbright International and the Group.

During FY2019, the Group had no transactions with Everbright
International and/or its subsidiaries with respect to the receipt of
sludge treatment and hazardous waste treatment services.

Loan services

On 15 April 2019, the Company entered into the Loan Services
Framework Agreement with China Everbright Group, a controlling
shareholder of the Company, for a fixed term not exceeding three
years from the date of the agreement to 31 December 2021.
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Connected Transactions (cont’d)
Loan services (cont’d)

Under the Loan Services Framework Agreement, China Everbright
Group, a controlling shareholder of the Company, shall procure
its subsidiary, CE Bank, to provide loans (including revolving
credit facilities and fixed term loans) within or outside the PRC in
accordance with the rules and regulations prescribed by the PBOC
and/or other relevant rules and regulations within or outside the
PRC. The loan services to be provided by China Everbright Group
shall be on normal commercial terms and no less favourable than
the terms available to the Group from independent third parties.

During FY2019, the Group had no transactions with China Everbright
Group and/or CE Bank with respect to the receipt of loan services.

Save for the information disclosed above, during FY2019, the
Group did not enter into any other transactions which constituted
connected transactions or continuing connected transactions that
were subject to reporting requirements under Chapter 14A of the HK
Listing Rules.

The Independent Non-Executive Directors have reviewed the
above continuing connected transactions and confirmed that such
transactions were:

° entered into in the ordinary and usual course of business of
the Group;
° conducted either on normal commercial terms or, if there are

not sufficient comparable transactions to judge whether they
are on normal commercial terms, on terms no less favourable
to the Group than terms available to or from independent
third parties; and

° in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of
the Shareholders as a whole.

Ernst & Young LLP, the Company’s auditor, was engaged to report
on the Group’s continuing connected transactions in accordance
with International Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note
740 “Audltor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules’ issued by the Hong Kong Institute
of Certified Public Accountants. Ernst & Young LLP has issued its
unqualified letter containing the findings and conclusions in respect
of the continuing connected transactions disclosed above by the
Group in accordance with Rule 14A.56 of the HK Listing Rules. A
copy of the auditor’s letter has been provided by the Company to
the SEHK.
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Interested Person Transactions Mandate and Aggregate Value
of Such Transactions

The Group obtained a general mandate (the “IPT Mandate”) from
the Shareholders for interested person transactions (the “IPTs”)
during its AGM held on 25 April 2018 pursuant to Rule 920 of the
SGX Listing Manual. The IPT Mandate was renewed during the
Company’s AGM held on 12 April 2019. The aggregate value of the
IPTs in excess of SGD100,000 during FY2019 are set out as follows:
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Use of Proceeds from Global Offering

Under the global offering which was completed on 8 May 2019
in connection with the listing of the Company on the SEHK, the
Company allotted and issued a total of 103,970,000 ordinary shares
with par value of HK$1.00 each at an offer price of HK$2.99 per
ordinary share and raised gross proceeds of HK$310.87 million
in total. The net proceeds from the global offering amounted to
approximately HK$248.61 million (the “Net Proceeds”) after
deduction of related expenses of approximately HK$62.26 million.

The following table sets out the breakdown of the use of the Net
Proceeds from the global offering:

ERBUEMBRBAZAR

BER-ZZE-HNFERAANBTKHELRRD
R EMAEBNEKREE  ARAE
PEEGRZTER2.99B T RETAHR
103,970,000% (SHxEE1.0087T) I

A% - WEERSRIEAAZE3.1087EH T o
K ARRERI S 496,226 BB L1 - BB EME
Z%%%mﬁzwm%%ﬁ(rﬁ%%ﬁﬁ

ERBEEMSRIEFREMPAFINAT

Amount Amount
Purpose of Net Proceeds Allocated Utilised Balance
FRISREFEMAR SHEIE BERAEE REER
HK$°000 HK$°000 HK$’000
TER TER TER
1 Expanding the Group’s market ik 7= E pA b Bl K7
share in the PRC water industry — 75#mmigpmEpn L s
and diversifying the Group’s (tAREBERIBEEHAR
project portfolio and creating  gliEtpRIME ( [%£#%
synergies (the “Expansion %EER|)
Purpose”) 211,321 211,321 -
Enhancing the Group’s core  &:@AIFFEEEE &I
technologies through innovative g4 Rl LUR = AR E
R&D initiatives and acquisitions @&zt ( [#FEEE
of advanced technologies (the 3] )
“R&D Purpose”) 24,861 24,861 -
3 Working capital and other &84 RHEM—BA
general corporate purposes (the 7% ( [BEBEESH
“Working Capital Purpose”) ®1) 12,431 12,431 _
Total HE 248,613 248,613 -

The amount allocated for the Expansion Purpose was utilised as
capital injection to the project companies for the construction and
operation of Jiangsu Yangzhou Jiangdu Development Zone Industrial
Waste Water Centralised Pre-treatment and Ancillary Pipeline
Network Project, Shandong Laiyang Economic Development Zone
Water Environment Management PPP Project, Shandong Zibo
Zhangdian East Chemical Industrial Park Industrial Waste Water
Treatment Project, Shandong Ji'nan East Station Area Underground
Waste Water Treatment Project, the relocation and expansion of Zibo
Waste Water Treatment Project (Northern Plant) and expansion of
Nanjing Pukou Waste Water Treatment and Reusable Water Plant
Project Phase Il.
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Use of Proceeds from Global Offering (cont’d)

The amount allocated for the R&D Purpose was utilised for R&D of
water environment management technologies and know-hows.

The amount allocated for the Working Capital Purpose was utilised
for payment of normal operating expenses such as staff costs,
legal and professional fees, rental expenses and other operating
expenses.

The above utilisation is in line with the intended use of the Net
Proceeds and percentage allocated, as stated in the HK Listing
Document.

Sufficiency of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
Annual Report, the Company has maintained the prescribed public
float under Rule 8.08 of the HK Listing Rules and Rule 723 of the
SGX Listing Manual.

Permitted Indemnity Provisions

Pursuant to the Bye-laws, every Director shall be entitled to be
indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution
of the duties of his/her office or otherwise in relation thereto. There is
appropriate directors’ and officers’ liability insurance coverage for the
directors and officers of the Group.

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Group
as at 31 December 2019 are set out in note 28 to the financial
statements.

Five Year Summary

A summary of the results and of the assets and liabilities of the

Group for the last five financial years is set out on pages 286 to 287
of this Annual Report.
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Retirement Schemes

The Group operates a Mandatory Provident Fund Scheme (the
“MPF Scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees employed under the jurisdiction
of the Hong Kong Employment Ordinance. The MPF Scheme is a
defined contribution retirement scheme administered by independent
trustees. Under the Group’s MPF Scheme, the employer and its
employees are each required to make contributions to the scheme
at 5% of the employees’ relevant income, respectively.

The employees of the subsidiaries of the Company in the PRC
are members of the retirement schemes operated by the local
authorities. The subsidiaries are required to contribute a certain
percentage of their payroll to these schemes to fund the benefits.

The Group also makes contributions to Central Provident Fund in
Singapore. Pursuant to the Central Provident Fund Act (Chapter 36
of Singapore), both the employer and its employees are required to
make regular contributions at certain rate based on the employees’
income.

The Group’s total contributions to these schemes charged to the
consolidated statement of profit or loss during FY2019 amounted to
HK$64,762,000.

Confirmation of Independence

In accordance with the independence guidelines set out in Rule
3.13 of the HK Listing Rules, the Board is of the view that all
Independent Non-Executive Directors are independent and satisfy
the requirements under Rule 3.13 and the Company has received an
annual confirmation of independence from each of the Independent
Non-Executive Directors pursuant to the HK Listing Rules.

Audit Committee

The members of the Audit Committee at the date of this statement
are as follows:

Lim Yu Neng Paul (Chairman)
Zhai Haitao (Member)

Cheng Fong Yee (Member)
Hao Gang (Member)

All members of the Audit Committee are Independent and Non-
Executive Directors. The Audit Committee carried out its functions as
required by the SGX Listing Manual, the SG CG Code and the HK
Listing Rules and the HK CG Code.

CHINA EVERBRIGHT WATER LIMITED

g HEXFKBERAE

RARETE

AEBRE (BERBIERERTEED) B
% (BRERBGRD) EE2BRERMBHIER
Beitd ( [BEEt8] ) - @BE2ER
BBV EFEAEE 2 B BEFRINGTE] - RIE
AEEMRERHE - B REES ARG
S HRBEIRISEEBRBBAZE%

B2 RKETE - ZEMBARIRREIFH S
T BOLR EAFTEERER - BEREF
RHES -

REBIRAF KD RATESFHEEL K -
RIFFINBOEREIOE (PFROBELIE) A
T BEMEERREERANEELLOIEL

MR o

A AR BN A R 2 (8 535 2 B E BT E
|

AEBR - NFHRFER U FI
FEYE ARGAEBERAZEHTER
64,762,000/ 7T °

BIyMRAE

RIEEE ET AR AL 13MRPIE 2 Bt 1E
5 EXEERRERBUIFNTESTYREY
AL WRFEEIABMGZER - MERBILIE
HITESEREFB LRI ZHERARA]
REAWEBIMENFERAE -

EiTREE
RABRBBLZR B RBEQZKEWT ¢

A RE
2% (£8)
BREE (Ff
o (Z8)

B ZEE2BNEBARB Y NIFNITES -
B RBEQCBITHRA LT M - SR E
XEaTR - BELTRAREELEERT
RIFTARE 2 Bk



Audit Committee (cont’d)

Based on the internal control established and maintained by the
Group, the work performed by the internal and external auditors (to
the extent as required by them to form an opinion on the financial
statements), and the reviews conducted by the Management,
the Board, with the concurrence of the Audit Committee, is of the
opinion that the Group’s internal controls addressing financial,
operational and compliance risks were adequate as at the date of
this statement.

The Audit Committee has held five meetings since the last directors’
statement. In performing its functions, the Audit Committee met with
the Company’s external and internal auditors to discuss the scope
of their work, the results of their examination and evaluation of the
Company’s internal accounting control system.

The Audit Committee also reviewed the following, inter alia:

° assistance provided by the Company’s officers to the internal
and external auditors;

° quarterly, half yearly and annual financial statements of the
Group prior to their submission to the Directors for adoption;
and

° interested person transactions (as defined in the SGX Listing
Manual) and connected transactions (as defined in HK
Listing Rules).

The Audit Committee has full access to the Management and
is given the resources required for it to discharge its functions.
It has full authority and the discretion to invite any Director or
executive officer to attend its meetings. The Audit Committee also
recommends the appointment of the external auditors and reviews
the level of audit and non—audit fees.

Further details of the Audit Committee are set out in the Corporate
Governance Report on pages 84 to 91 of this Annual Report.

The Audit Committee is satisfied with the independence and
objectivity of the external auditor and has recommended to the
Board that the auditor, Ernst & Young LLP, be nominated for
re-appointment as auditor of the Company at the forthcoming AGM
of the Company.
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Event after the Reporting Period

Details of the significant event of the Group after the reporting period
are set out in note 41 to the financial statements.

Auditor

KPMG LLP retired as the auditor of the Company and did not seek
for re-appointment at the annual general meeting (‘FY2016 AGM”)
of the Company held on 25 April 2017.

Ernst & Young LLP was appointed as the auditor of the Company
at the FY2016 AGM in place of the retiring auditor, KPMG LLP.
Ernst & Young LLP will retire and, being eligible, will offer itself for
re-appointment. A resolution for the re-appointment of Ernst &
Young LLP as the auditor of the Company is to be proposed at the
forthcoming AGM.

Save as disclosed above, there has been no other change in auditor
of the Company in any of the preceding three years.

On behalf of the Board of Directors,

Wang Tianyi
Non-Executive Director and Chairman

An Xuesong
Executive Director and Chief Executive Officer

12 March 2020
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AUDITOR’S REPORT

B ERTEN RS

For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

To the Members of China Everbright Water Limited
2 BIEAKE B R G R

Report on the audit of the financial statements
Opinion

We have audited the financial statements of China Everbright Water
Limited (the “Company”) and its subsidiaries (collectively, the
“Group”), which comprise the consolidated statement of financial
position of the Group and the statement of financial position of the
Company as at 31 December 2019, the consolidated statement
of changes in equity of the Group, consolidated statement of
comprehensive income and consolidated statement of cash flows
of the Group for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements
of the Group and the statement of financial position of the Company
are properly drawn up in accordance with International Financial
Reporting Standards (IFRSs) so as to present fairly, in all material
respects of the consolidated financial position of the Group and the
financial position of the Company as at 31 December 2019 and of
the consolidated financial performance, consolidated changes in
equity and consolidated cash flows of the Group for the year ended
on that date.

Basis for opinion

We conducted our audit in accordance with International Standards
on Auditing (ISAs). Our responsibilities under those standards are
further described in the Auditors responsibilities for the audit of the
financial staterments section of our report. We are independent of the
Group in accordance with the Accounting and Corporate Regulatory
Authority (ACRA) Code of Professional Conduct and Ethics for Public
Accountants and Accounting Entities (ACRA Code) together with
the ethical requirements that are relevant to our audit of the financial
statements in Singapore, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the
ACRA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in
the context of the audit of the financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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Key audit matters (cont’d)

We have fulfilled our responsibilities described in the Auditor's
responsibilities for the audit of the financial statements
section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures
designed to respond to our assessment of the risks of material
misstatement of the financial statements. The results of our audit
procedures, including the procedures performed to address the
matters below, provide the basis for our audit opinion on the

accompanying financial statements.

The key audit matter
BRETEIE

To the Members of China Everbright Water Limited
2 BIEAKE B R AR
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How the matter was addressed in our audit

BN ETNAEEZEE

IFRIC 12 - Service Concession Arrangements
(“IFRIC 12”) and Revenue Recognition

BT BmEMBRBEESREE 12 - RBSTE
THRBAER

The Group enters into service concession arrangements
with municipals in the People’s Republic of China to
build and/or operate waste water treatment plants. The
Group recognises the consideration for the construction
services as contract assets and/or intangible assets for
service concession arrangements within the scope of
IFRIC 12. As the related amounts are material and the
application of IFRIC 12 requires significant management
judgement, we identified this as a key audit matter.
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The Group applies IFRIC 12 in its recognition of revenue
from service concession arrangements, which includes
revenue relating to construction services, operation
income and finance income. Disclosure of the revenue
is included in notes 2.4, 3 and 5 to the financial
statements.
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122 CHINA EVERBRIGHT WATER LIMITED
77 REBERABERLT

We assessed the appropriateness of the Group’s
revenue recognition policies, evaluated the Group’s
process in assessing the applicability of IFRIC 12 and
also reviewed the associated agreements to assess
whether these agreements are appropriately identified as
service concession arrangements to be within the scope
of IFRIC 12.
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We considered the competence, capability and
objectivity of the independent consultant and surveyors
engaged by management. We reviewed the progress
reports for projects under construction and the
reasonableness of the revenue recognised over time.
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To the Members of China Everbright Water Limited
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Key audit matters (cont’d)

The key audit matter (cont’d)
BREEEE (F)

BREITER ()

How the matter was addressed in our audit (cont’d)

BRNFSTOAEEZEE (F)

IFRIC 12 - Service Concession Arrangements
(“IFRIC 12”) and Revenue Recognition

BT BREMBRBEESREE 12 - RBSFE
THRBARZ (&)

Construction service revenue is measured based
on the Group’s estimation of the fair value of
construction services and the percentage of
construction completed during the year. Significant
judgement is required in determining the fair value of
the construction services and involves estimation of
the total construction costs and the margin for each
contract. The Group engaged an independent financial
modeling consultant to assist in the estimation
of the fair value of the construction services. The
percentage of construction completed during the year
is estimated based on the survey of work performed
by independent surveyors with relevant qualifications
and industry experience. Judgement is required in
estimating the percentage of construction completed.
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We reviewed management’s computation of amortised
cost of contract assets and intangible assets and
allocation of consideration between contract assets and
intangible assets and the related revenue recognised
during the year and tested key estimates including
discount rates used by management by comparing
to the relevant market interest rates to identify any
inappropriate estimates.
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We engaged our internal specialists to review the
valuation methodology and the reasonableness of
certain key assumptions such as the margin used
and the industry comparable companies in the
determination of the fair value of the construction
services in the financial model.
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We also considered the adequacy of the disclosures
related to service concession arrangements in the
financial statements.
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Key audit matters (cont’d)

The key audit matter (cont’d)
BREEEE (F)

To the Members of China Everbright Water Limited
2 BIEAKE B R AR

BREITER ()

How the matter was addressed in our audit (cont’d)

BRNFSTOAEEZEE (F)

Recoverability of trade receivables

P e B T U e

As at 31 December 2019, the Group had trade
receivables amounting to HK$ 910,643,000, net
of expected credit losses (“ECL”) allowance of
HK$65,902,000. The Group determines impairment
losses by making debtor-specific assessment of ECL for
credit impaired debtors and has established a provision
matrix that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific
to the debtors and the economic environment for the
remaining group of debtors.
RZZE-—NFF+ZA=1T—0  E5EREKESHRER
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The estimation of impairment loss of trade receivables
is based on the evaluation of collectability and ageing
analysis of trade receivables as well as expectation
of forward-looking factors. A considerable amount of
judgement is required in assessing the ultimate realisation
of these receivables, taking into consideration the current
creditworthiness and the past collection history of each
debtor. Accordingly, we identified this as a key audit
matter. Disclosures of the trade receivables are included in
notes 2.4, 3 and 23 to the financial statements.
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124 CHINA EVERBRIGHT WATER LIMITED
= REBERABERLT

We obtained an understanding of management’s
processes relating to the monitoring of trade receivables.

BT AR T BIRE R RYERR A BRRRIR o

In assessing the adequacy of the ECL allowance,
we reviewed the ageing analysis of the debtors to
identify potential collectability issues, reviewed data
used in management’s assessment of default rates
and assessed the reasonableness of management’s
assumptions used in establishing the forward-
looking adjustments. In addition, we discussed with
management about the status of significant overdue
individual debtors’ balance, management’s consideration
of the debtors’ specific profiles and risks, reviewed
settlement history and assessed management’s
assumptions used to determine the ECL allowance.
We also requested direct confirmations and considered
receipts subsequent to the year end.
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We further considered the adequacy of the Group’s
disclosures regarding the estimation uncertainty involved
in determining the ECL allowance.
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Key audit matters (cont’d)

The key audit matter (cont’d)
BREEEE (F)

BREITER ()

How the matter was addressed in our audit (cont’d)

BRNFSTOAEEZEE (F)

Impairment assessment of goodwill

7R R BRI =

IAS 36 /mpairment of Assets requires goodwill to be
tested annually for impairment or more frequently when
there is an indication that the cash-generating unit
(“CGU”) may be impaired. This assessment requires
the exercise of significant judgement about the future
market conditions, including future cash flows to be
generated from the continuing use of the waste water
treatment plants over the service concession period.
The determination of the recoverable amount requires
judgement in both identification and valuation of the
relevant CGU. Accordingly, we identified this as a key
audit matter. The Group determined that the water
environment management segment was accounted
for as a collective CGU for the purpose of impairment
testing. The impairment assessment was determined
using a value-in-use model based on the discounted
cash flows projection. Assumptions such as estimated
key financial data, the growth rate and discount rate
used to determine the discounted cash flows required
significant judgements by the Group. As at 31 December
2019, the goodwill carried in the Group’s financial
statements amounted to HK$1,213,509,000. Disclosures
of goodwill are included in notes 2.4, 3 and 18 to the
financial statements.
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We reviewed the appropriateness of the Group’s
determination of the CGU.

BAFHE T ESBETRSELETHERE N -

We assessed the appropriateness of the discount rate
used by assessing the cost of capital of the Company
and comparable organisations in the industry, and
where relevant, using our internal valuation specialists
to independently develop expectations for the discount
rate, and comparing the independent expectations to
those used by management.
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We reviewed the cash flow forecasts by comparing
them to recent and past performance, taking into
consideration the approach used in the valuation and
the reasonableness of key assumption used in the cash
flows forecast, including growth rate and discount rate.
We also assessed the adequacy of the disclosures
made in the financial statements on the impairment
assessment, specifically on the key assumptions that
have the most significant effect on the determination of
the recoverable amount of the goodwill.
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Other information

The other information consists of the information included in the
annual report, other than the financial statements and our auditor’s
report thereon. Management is responsible for other information.

Our opinion on the financial statements does not cover the
other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If, based on
the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of management and directors for the financial
statements

Management is responsible for the preparation of financial
statements that give a true and fair view in accordance with IFRSs,
and for devising and maintaining a system of internal accounting
controls sufficient to provide a reasonable assurance that assets
are safeguarded against loss from unauthorised use or disposition;
and transactions are properly authorised and that they are recorded
as necessary to permit the preparation of true and fair financial
statements and to maintain accountability of assets.

In preparing the financial statements, management is responsible
for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either
intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

The directors’ responsibilities include overseeing the Group’s
financial reporting process.

CHINA EVERBRIGHT WATER LIMITED
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To the Members of China Everbright Water Limited
2 BIEAKE B R G R

Auditor’s responsibilities for the audit of the financial
statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the
override of internal controls.

° Obtain an understanding of internal controls relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal controls.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by management.

° Conclude on the appropriateness of management’s use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required
to draw attention in our auditors’ report to the related
disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may
cause the Group to cease to continue as a going concern.
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Auditor’s responsibilities for the audit of the financial
statements (cont’d)

° Evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether
the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the directors regarding, among other matters,
the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal controls that
we identify during our audit.

We also provide the directors with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with the directors, we determine
those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Alvin Phua Chun Yen.

Ernst & Young LLP

Public Accountants and Chartered Accountants
Singapore

12 March 2020
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

SAEEEWER

For the financial year ended 31 December 2019 =2 —Z— N F+_A=+—H NPT HFEE

Notes 2019 2018
Mt =E —E-NEF —E-N\F
HK$’000 HK$'000
FET FAIT
REVENUE PN 5 5,550,773 4,768,318
Direct costs and operating expenses BEEKAREERT (3,658,332) (3,144,540)
Gross profit EF 1,892,441 1,623,778
Other income and gains, net H b A R Wz 5E 6 113,465 140,583
Administrative and other operating TR N B A
expenses £H (476,502) (439,564)
Finance income BRI A 7 20,348 17,918
Finance costs B & 7 (355,287) (291,398)
Share of profits of associates JE (R N R & F 614 422
PROFIT BEFORE TAX BB AT Z R 8 1,195,079 1,051,739
Income tax FriS i 11 (310,350) (314,984)
PROFIT FOR THE YEAR REZREF 884,729 736,755
OTHER COMPREHENSIVE INCOME Hb 2wk
Other comprehensive income that REZBAFAEEFRHEE
may be reclassified to profit or loss EamEm2miia
in subsequent periods:
Exchange differences on translation BMEBINEBRER
of foreign operations =% (43,987) (67,407)
Other comprehensive income not REZHHATSEF»EE
to be reclassified to profit or loss EamnEf2mikea
in subsequent periods:
Exchange differences on translation BRERNRRIMBHRKRE
of the Company’s financial wEEEYZ5E
statements into the presentation
currency (246,760) (441,728)
OTHER COMPREHENSIVE INCOME  RRFISBAXRFEHMEE
FOR THE YEAR, NET OF INCOME W=
TAX (290,747) (509,135)
TOTAL COMPREHENSIVE INCOME AEEEREKEAE
FOR THE YEAR 593,982 227,620

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (CONT’D)

GEEEWER (B)

For the financial year ended 31 December 2019 HZ —E— NF+ A =1+—H LT HFE

Notes 2019 2018
MisE —E-hE —E-N\F
HK$’000 HK$'000
FET FAT
PROFIT ATTRIBUTABLE TO: ELEBERED -
Equity holders of the Company PAYNEIL: £35S DN 833,483 676,459
Non-controlling interests FEIE IR A 51,246 60,296
884,729 736,755
TOTAL COMPREHENSIVE INCOME iR EmENEBRZERD -
ATTRIBUTABLE TO:
Equity holders of the Company RAalE=/FEA 558,139 195,887
Non-controlling interests FEFE AR 35,843 31,733
593,982 227,620
EARNINGS PER SHARE ARAEEFEARNL
ATTRIBUTABLE TO EQUITY BRER
HOLDERS OF THE COMPANY 13
- Basic and diluted - BERREE HK30.07 cents  HK25.58 cents
30.077#l 25.587 11l

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

e AR R

As at 31 December 2019 R —ZE— L FE+-_A=+—H

As at 31 December

R+=A=+—8
Notes 2019 2018
MiEE —E-NEF —E-N\F
HK$’000 HK$’000
FET FHEIT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Wz - B MEE 14 141,744 144,779
Right-of-use assets EREEE 16(b) 25,609 -
Prepaid land lease payments A L EFRIE 16(a) - 5,372
Investment property HEY 15 3,138 -
170,491 150,151
Intangible assets mvEE 17 1,658,437 1,536,169
Goodwill EES 18 1,213,509 1,242,713
Interests in associates iGN ey 19 3,588 3,011
Trade and other receivables JRE Uk B 31 K ELAth B U 5k e 23 113,892 159,259
Contract assets BHEE 21 14,144,440 11,727,822
Other financial assets Hib e E 24 462,045 -
Total non-current assets JEmBI B ELBRE 17,766,402 14,819,125
CURRENT ASSETS REEE
Inventories FE 22 37,948 40,436
Trade and other receivables JiE LA BR X B ELAth FE U 7078 23 1,414,673 1,025,044
Contract assets BREE 21 1,389,205 1,424,161
Fixed deposits with maturity period EEIR A =1E A LA L8 E R
over three months T 25 - 547,050
Cash and cash equivalents HeMReEEY 26 2,074,803 1,728,573
Total current assets mENE EBRE 4,916,629 4,765,264
CURRENT LIABILITIES REBAE
Trade and other payables JE AT BR R K EL At A< R0E 27 2,472,484 1,895,095
Borrowings B3 28 2,010,556 2,160,400
Tax payable FESTFRIE 64,930 45,083
Lease liabilities HEAE 16(c) 9,534 -
Total current liabilities mENBREERE 4,557,504 4,100,578
NET CURRENT ASSETS REBEEFHR 359,125 664,686
TOTAL ASSETS LESS CURRENT EEABERREBEE
LIABILITIES 18,125,527 15,483,811

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (CONT’D)

mEMBRREK (&)

As at 31 December 2019 R=—Z—hF+=-A=+—H

As at 31 December

R+=A=+—8
Notes 2019 2018
MiEE —E-hEF —E-N\F
HK$’000 HK$’000
FET FHEIT
NON-CURRENT LIABILITIES FREBEE
Borrowings B3 28 7,069,140 5,440,376
Deferred tax liabilities REFIEGE 30 1,496,256 1,379,738
Lease liabilities HEBE 16(c) 11,379 -
Total non-current liabilities B aEEE 8,576,775 6,820,114
NET ASSETS EEFHE 9,548,752 8,663,697
EQUITY s
Equity attributable to equity RATERFEAELER
holders of the Company
Share capital e 31 2,860,877 2,676,062
Reserves e 32 5,949,192 5,307,128
8,810,069 7,983,190
Non-controlling interests FEVERR e 738,683 680,507
TOTAL EQUITY RSB 9,548,752 8,663,697

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENT OF FINANCIAL POSITION
OF THE COMPANY

AR E] 2 R AR L 3R

As at 31 December 2019 R —ZE—NFE+_-_A=+—H

As at 31 December

R+=A=+—8
Notes 2019 2018
MiEE —E-hE —E-N\F
HK$’000 HK$’000
FET FHEIT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Wz - B MEE 14 11 18
Interests in subsidiaries REENGTE: 2 20 9,988,163 10,741,587
Other financial assets HEtermBE 24 431,035 -
Total non-current assets FEMEVEEBTE 10,419,209 10,741,605
CURRENT ASSETS REEE
Other receivables U BR SR ELAth FR M IR 23 4,982,545 3,663,426
Cash and cash equivalents ReMREEEY 26 213,793 31,661
Total current assets BB EARRE 5,196,338 3,695,087
CURRENT LIABILITIES i =R
Trade and other payables JE AT BR R e LAt JE A< 5RIE 27 92,881 102,001
Borrowings B3 28 1,522,919 1,053,319
Total current liabilities mENBEREE 1,615,800 1,155,320
NET CURRENT ASSETS REEESHE 3,580,538 2,539,767
TOTAL ASSETS LESS CURRENT EEHABERRBEE
LIABILITIES 13,999,747 13,281,372
NON-CURRENT LIABILITIES FRBEE
Borrowings B3 28 4,039,303 3,511,586
NET ASSETS BERHE 9,960,444 9,769,786
EQUITY e
Share capital [N 31 2,860,877 2,676,062
Reserves (e 32 7,099,567 7,093,724
TOTAL EQUITY RSB 9,960,444 9,769,786

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY
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For the financial year ended 31 December 2019 &j;
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CHANGES IN EQUITY (CONT’D)
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CONSOLIDATED STATEMENT OF

CASH FLOWS
SERERER

For the financial year ended 31 December 2019 &= ==

—NEFET A=+ B LEOFBEFE

2019 2018
—E-NEF — N\
HK$’000 HK$’'000
FERT FAT
CASH FLOWS FROM OPERATING KETHHESRE
ACTIVITIES
Profit before tax R AT & 1,195,079 1,051,739
Adjustments for: S
Depreciation of property, plant and Y - BB NS
equipment e 16,571 16,736
Depreciation of right-of-use assets FRESERE 6,979 -
Amortisation of prepaid land lease Taft L E B
payments B - 357
Amortisation of intangible assets | A E 73,148 72,349
Loss on disposals of property, BEYHE HEEREZ
plant and equipment gt 933 445
Finance costs B8 A 355,287 291,398
Interest income FBEUA (20,348) (17,918)
Share of profits of associates PTG A R & F (614) (422)
Provision for impairment of trade FEW R TR B
receivables Rt 17,314 16,664
Fair value adjustment of contingent HAREBERKFIEZ
consideration receivable NRABERAE 646 (3,428)
Fair value changes of other financial HithvemEEA A A EBEE
assets, net st (28,008) -
Effect of foreign exchange rates TE SR B ) S
changes, net 4,355 45,559
Operating cash flows before BELSSEBAINSE
working capital changes RERE 1,621,342 1,473,479
Decrease/(increase) in inventories FERL (3E) 1,740 (27,907)
Increase in contract assets aH ﬁ?i'bﬂ (2,755,533) (2,233,287)
Increase in trade and other receivables JFE UK B 5K K L Ath R U SR IEE o (397,433) (421,441)
Increase in trade and other payables R AT BR 3R R ELAth B A< SRIEIE N 607,019 341,840
Cash used in operations BEFBANRSE (922,865) (867,316)
People’s Republic of China (“PRC”) B EARFENE
income tax paid ( [HhE] ) FEH (135,257) (148,331)
Net cash flows used in operating RETERFBANESRE
activities R (1,058,122)  (1,015,647)

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF
CASH FLOWS (CONT’D)

SERTRER (F)

For the financial year ended 31 December 2019 &&= — =

—NF+ZA=t—HIENMBFE

Notes 2019 2018
B & —E-hEF —E-N\F
HK$’000 HK$’'000
FERT FAT
CASH FLOWS FROM INVESTING BRETBHRESRE
ACTIVITIES
Payment for acquisition of subsidiaries, IR BT A R 3k - 0B
net of cash acquired Frigiie 33 - (51,494)
Capital contribution to an associate m—EEBE R EEE 19 - (1,168)
Interest received BUFE 20,348 17,918
Purchases of items of property, BEEWE  BEX
plant and equipment Bdi] (17,885) (11,176)
Proceeds from disposals of property, BEEYE - BEMRE
plant and equipment F{S 5818 1 89
Payment for additions of intangible REBFEE
assets (BN (229,313) (181,134)
Increase in amount due from an JE U — BB & A A
associate FRIEIE 1N (4,646) (4,551)
Decrease in fixed deposits with maturity — 2JHi 8 & =18 A A L& F &
period over three months and restricted ~ F R K& 2R 4 mhiiE
balances in financial institutions ORI 549,040 177,975
Increase in other financial assets Hiherb & EE N (451,563) -
Net cash flows used in investing RETEFBANESRE
activities FEE (134,018) (53,541)
CASH FLOWS FROM FINANCING METHRERE
ACTIVITIES
Proceeds from issue of shares under Afﬂé‘%%‘ﬁﬂﬁ 7
global offering FT135KT 310,870 -
Payment for listing expenses @ EﬂSE/T/\IE (11,643) -
Share issue expenses in relation to BRAARR EE IR
scrip dividend scheme BT 31 (354) (348)
Proceeds from the issuance of corporate  Z£1TA FMEH AT A
bonds, net of related expenses paid B EREE N FEX 804,235 944,251
New bank loans FTIGIRITE K 3,203,420 2,418,142
Repayment of bank and other loans BERITREMER (2,388,854) (2,229,213)
Interest paid ERFLE (332,973) (268,257)
Principal elements of lease payments MENTHNAEE D (6,430) -
Interest elements of lease payments HENTHFEE D 7 (777) -

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF
CASH FLOWS (CONT’D)

GERTRER (F)

For the financial year ended 31 December 2019 # 2= —F— N F+_A=+—HI WP HFE

Notes 2019 2018
MiEE —E-hF —E-N\F
HK$’000 HK$’'000
FERT FH&T
(Decrease)/increase in amounts due to JE A R R A B3R
intermediate holding companies CRA) 1380 (4) 4
Increase in pledged bank deposits BRI T I8 (1,397) (22,669)
Dividends paid to shareholders of the ERNARRREZIRE
Company (29,279) (31,687)
Dividends paid to non-controlling EANLEIEYNGIES 2 ES
shareholders of subsidiaries ZIRE (28,990) (28,609)
Capital contributions from opEENGIEOE 22 S
non-controlling shareholders of EE
subsidiaries 45,368 192
Net cash flows generated from RMETEHMEHRERERHE
financing activities 1,563,192 781,806
NET INCREASE/(DECREASE) IN RERRTEEY (Em) /
CASH AND CASH EQUIVALENTS BB 371,052 (287,382)
Cash and cash equivalents at beginning ~ F¥ZHR & NIEEE
of the year EY) 1,706,871 2,074,414
Effect of exchange rate fluctuations on EEREBNTE - FH
cash and cash equivalents, net (25,673) (80,161)
CASH AND CASH EQUIVALENTS FRZAECRRELEEY
AT THE END OF YEAR 2,052,250 1,706,871
ANALYSIS OF THE BALANCES OF RERRSESEYERIN
CASH AND CASH EQUIVALENTS
Cash and cash equivalents as stated A BTSRRI Y
in the consolidated statement of Re KBS EEY
financial position 26 2,074,803 1,728,573
Less: Pledged bank deposits B BERIRITIFR 26 (22,553) (21,702
Cash and cash equivalents as stated AR RERIRH
in the consolidated statement of cash ReRREEEY
flows 2,052,250 1,706,871

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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NOTES TO

THE FINANCIAL STATEMENTS

BF 755 R AR B

For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

CORPORATE INFORMATION

The Company is a limited liability company incorporated
in Bermuda and is dual primary listed on the Mainboard of
the Singapore Exchange Securities Trading Limited and the
Mainboard of the Stock Exchange of Hong Kong Limited.
The registered address of the Company is Clarendon House,
2 Church Street, Hamilton HM11, Bermuda and its principal
place of business is located at 26th Floor, Block A, Oriental
Xintiandi Plaza, No. 1003 Shennan Avenue, Futian District,
Shenzhen, PRC 518000.

The principal activity of the Company is investment holding.
The Company’s subsidiaries are primarily involved in the water
environment management business in the PRC.

The immediate holding company of the Company is China
Everbright Water Holdings Limited, a limited liability company
incorporated in the British Virgin Islands (“BVI”). In the opinion
of the directors, the ultimate holding entity of the Company
is China Investment Corporation, an entity established in the
PRC.

As at the date of this report, the Company had direct and
indirect interests in the following subsidiaries, all of which are
private limited liability companies (or, if incorporated/registered
outside Hong Kong, have substantially similar characteristics
to a private company incorporated in Hong Kong), the
particulars of which are set out below:

DEEHR

AREARBRAIMKINAERA A
WRFTINFEFEHZ Z AR AT ERM
EEBMER G BRAREREETE
e RAFIH MU A Clarendon
House * 2 Church Street © Hamilton
HM11 > Bermuda B E T B2 A
AR BRI T R @R A8 100358 R 5
TR EIZARE26/E (H4F : 518000) o

AARMEBESRBRETR - AR 7A)
2B AR EBREFBIRAKIRIESR
BETE o

EN/NSIEONER 22 UNCIVE L tETh P v
ERARLAR (—HREBERRES
( [EBERREBE] ) EMRLNE
[RARA] > EFRG  ARAIANRAER
ERSTEREFGREMEAR  EAR
REBIRARKI 2 BEE

RAREBRH - ARARERATHER
AR ER AR ES  ZENEBAR
2R AMEERETAR (KHNEL
BFONEMMAL/ B - AR IEREEE
Z%%Eﬂﬂﬁiﬁﬁ@%%@ﬁ*ﬁ%) C HFIB
A
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1.

158

CORPORATE INFORMATION (cont’d)

Notes:

)

All significant subsidiaries are audited by member firm of Ernst &
Young Global in China for group consolidation purpose. For this
purpose, a subsidiary or an associated company is considered
significant, as defined under the Listing Manual of the Singapore
Exchange Securities Trading Limited, if its net tangible assets
represent 20% or more of the Group’s consolidated net tangible
assets, or if its pre-tax profits account for 20% or more of the
Group’s consolidated pre-tax profits. For the avoidance of doubt,
the Group did not have any associated company which was
considered significant for the year ended 31 December 2019.

The Company is committed to contributing 79.6474% of EB Water
Nanning’s registered capital. The remaining 20.3526% registered
capital is contributed by three PRC joint venture partners. Except
for one of the PRC joint venture partners, who is committed to
contributing 0.0097% of registered capital and shall not be entitled
to the net profit of EB Water Nanning, the Company and other
two PRC joint venture partners share the net profit of EB Water
Nanning on the basis of their respective proportions of registered
capital contribution.

EW (Qingdao) Holdings, a wholly-owned subsidiary of the
Company and the foreign joint venture partner of EB Water
Qingdao, is committed to contributing 60% of EB Water Qingdao’s
registered capital. The remaining 40% registered capital is
contributed by a PRC joint venture partner. EW (Qingdao) Holdings
is fully entitled to the net profit of EB Water Qingdao for the first 14
years of the joint venture period. From the 15th year of the joint
venture period onwards, the net profit of EB Water Qingdao is to
be shared by EW (Qingdao) Holdings and the PRC joint venture
partner on a 98:2 basis.

These subsidiaries of the Group entered into service concession
arrangements with the local government authorities in the PRC (the
“Grantors”). Pursuant to the service concession arrangements,
the Group was granted rights to construct, operate and maintain
waste water treatment related projects in the PRC for a period
of 20 to 32 years. The Group has the obligation to maintain
and restore the waste water treatment related projects in good
condition. The service fees are based on the extent of services
rendered and are subject to approvals from the relevant local
government authorities. Upon expiry of the concession periods,
the waste water treatment related projects and facilities will be
transferred to the local government authorities.

The service concession arrangements do not contain renewal
options. Both the Grantors and the Group have the rights to
terminate the agreements in the event of a material breach of the
terms of the agreements.

Operating rights of the waste water treatment related projects are
recognised as “Intangible assets” in the statements of financial
position.
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NOTES TO

THE FINANCIAL STATEMENTS

BF 755 R AR B

For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

CORPORATE INFORMATION (cont’d)

Notes: (cont’d)

(5)  These subsidiaries of the Group entered into service concession
arrangements with the Grantors. Pursuant to the service
concession arrangements, the Group has to design, construct
and/or upgrade, operate and maintain waste water treatment
related projects in the PRC for a period of 10 to 32 years. The
Group has the obligation to maintain the waste water treatment
related projects in good condition. The Grantors guarantee the
Group will receive minimum annual payments in connection
with the arrangements. Upon expiry of the concession periods,
the waste water treatment related projects and facilities will be
transferred to the local government authorities.

The service concession arrangements do not contain renewal
options. The standard rights of the Grantors to terminate the
agreements include the failure of the Group to construct, upgrade
or operate the waste water treatment related projects and in the
event of a material breach of the terms of the agreements. The
standard rights of the Group to terminate the agreements include
failure to receive payments for waste water treatment service from
the Grantors and in the event of a material breach of the terms of
the agreements.

Revenue relates to the construction services provided in
constructing or upgrading the waste water treatment related
projects is recognised as “Contract assets” in the statements of
financial position.

BASIS OF PRESENTATION

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

All intra-group transactions and balances have been
eliminated on consolidation.

BASIS OF PREPARATION

The financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRSs”),
which comprise all standards and interpretations approved by
the International Accounting Standards Board (the “IASB”).
All IFRSs effective for the accounting period commencing
from 1 January 2019, together with the relevant transitional
provisions, have been consistently applied by the Group in
the preparation of the financial statements throughout the
financial periods.
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2.2

160

BASIS OF PREPARATION (cont’d)

The principal effects of adopting these new and revised IFRSs
are as follows:

(@)

IFRS 16 Leases

IFRS 16 supersedes IAS 17 Leases, IFRIC 4
Determining whether an Arrangement contains a
Lease, SIC-15 Operating Leases — Incentives and
SIC-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. The standard sets
out the principles for the recognition, measurement,
presentation and disclosure of leases and requires
lessees to recognise most leases on the balance
sheet.

Lessor accounting under IFRS 16 is substantially
unchanged from IAS 17. Lessors will continue to
classify leases as either operating or finance leases
using similar principles as in IAS 17. Therefore, IFRS
16 did not have an impact for leases where the Group
is the lessor. The Group adopted IFRS16 using the
modified retrospective method of adoption with the
date of initial application of 1 January 2019. Under
this method, the standard is applied retrospectively
with the cumulative effect of initially applying the
standard recognised at the date of initial application
as an adjustment to the opening balance of retained
earnings. The Group elected to use the transition
practical expedient to not reassess whether a contract
is, or contains, a lease at 1 January 2019. Instead,
the Group applied the standard only to contracts that
were previously identified as leases applying IAS17 and
IFRIC4 at the date of initial application. The Group also
elected to use the recognition exemptions for lease
contracts that, at the commencement date, have a
lease term of 12 months or less and do not contain
a purchase option (“short-term leases”), and lease
contracts for which the underlying asset is of low value
(“low-value assets”).

The Group’s prepaid land lease payments represent
right-of-use assets under IFRS 16. These were
classified as right-of-use assets as at 1 January 2019.
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NOTES TO
THE FINANCIAL STATEMENTS

BF 755 R AR B

For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

2.2 BASIS OF PREPARATION (cont’d) 22 wREEE (E)

@  IFRS 16 Leases (cont’d) (a) BB BmELERFE16REE

The Group has lease contracts for various items of
plant, machinery, vehicles and other equipment. Before
the adoption of IFRS 16, the Group has classified
each of its leases (as lessee) at the inception date
as either a finance lease or an operating lease. A
lease was classified as a finance lease if it transferred
substantially all of the risks and rewards incidental to
ownership of the leased asset to the Group; otherwise
it was classified as an operating lease. Finance leases
were capitalised at the commencement of the lease
at the inception date fair value of the leased property
or, if lower, at the present value of the minimum
lease payments. Lease payments were apportioned
between interest (recognised as finance costs) and
reduction of the lease liability. In an operating lease,
the leased property was not capitalised and the lease
payments were recognised as rent expense in profit
or loss on a straight-line basis over the lease term.
Any prepaid rent and accrued rent were recognised
under “Prepayments” and “Trade and other payables”,
respectively.

Upon adoption of IFRS 16, the Group applied a single
recognition and measurement approach for all leases
except for short-term leases and leases of low-value
assets. The standard provides specific transition
requirements and practical expedients, which has been
applied by the Group.

Leases previously classified as finance leases

The Group did not change the initial carrying amounts
of recognised assets and liabilities at the date of initial
application for leases previously classified as finance
leases (i.e. the right-of-use assets and lease liabilities
equal the lease assets and liabilities recognised under
IAS 17). The requirements of IFRS 16 were applied to
these leases from 1 January 2019.
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NOTES TO

THE FINANCIAL STATEMENTS
B 7% = Y

For the financial year ended 31 December 2019 & — &

2.2 BASIS OF PREPARATION (cont’d)

(@)

IFRS 16 Leases (cont’d)

Leases previously accounted for as operating leases

The Group recognised right-of-use assets and lease
liabilities for those leases previously classified as
operating leases, except for short-term leases and
leases of low-value assets. The right-of-use assets
for the most leases were recognised based on
the carrying amount as if the standard has always
been applied, using the incremental borrowing rate
at the date of initial application. Lease liabilities
were recognised based on the present value of
the remaining lease payments, discounted using
the incremental borrowing rate at the date of initial
application.

The Group also applied the available practical
expedients wherein it:

- used a single discount rate to a portfolio of
leases with reasonably similar characteristics;

- applied the short-term leases exemption to
lease with lease term that ends within 12
months of initial application;

- excluded the initial direct costs from the
measurement of the right-of-use asset at the
date of initial application; and

- used hindsight in determining the lease term
where the contract contained options to extend
or terminate the lease.

Based on the above, as at 1 January 2019:

- No right-of-use assets were recognised and
presented separately in the statement of

financial position;

- No additional lease liabilities were recognised.
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NOTES TO
THE FINANCIAL STATEMENTS

BF 755 R AR B

For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

2.2 BASIS OF PREPARATION (cont’d) 22 HwEEE (&)
@  IFRS 16 Leases (cont’d) (a) BIRMBHmEERFE165HEE
(&)

The lease liabilities as at 1 January 2019 can be RZE-NEF—H—BNEES

reconciled to the operating lease commitments as of BEE-_F-NF+-_A=1+—H

31 December 2018 as follows: RSB ERENEIRIT ¢

HK$’000
FET
Operating lease commitments as at —E-NF+ A=+ —HHIKE
31 December 2018 HEAE 10,678
Weighted average incremental borrowing —E-NE— A BRIETEE
rate as at 1 January 2019 EEERE 4.56%
Discounted operating lease commitments ZE-NF—A—HMrELgEE
at 1 January 2019 EAE 9,315

Less: Ve

Commitments relating to short-term leases BRI B E R RIE (9,315)

Lease liabilities as at 1 January 2019 —E-hE-A—-HHWHESE -

()  IFRIC Interpretation 23 Uncertainty over Income Tax (b) Bﬁ%ﬁﬁfi&%%géééﬁﬁiﬁ
Treatment 23RS IR IR 2 THEE 1
Interpretation addresses the accounting for income iﬁﬁf)ilﬁ{ﬁijiif/t&%%ﬁ%ﬁﬁ %zig?
taxes when tax treatments involve uncertainty that ﬁ\*#f”jﬂ?ﬁ)ﬁ o fzfi’ B T T
affects the application of IAS 12 /ncome Taxes. It |$;\EZE£T$J}%£EE§“E/REE"\]Eﬁ"f\:f
does not apply to taxes or levies outside the scope of @Eiﬂgﬁim A Ei&@ﬁﬁﬁg
IAS 12, nor does it specifically include requirements e au/—h,\l\J§125}ﬁ$’E9\\E’\J@I§
relating to interest and penalties associated with R - I,\@iﬁiﬁiﬁﬁmﬁﬁ
uncertain tax treatments. The Interpretation specifically %Ee&fifﬁzﬁmfﬁﬁ&ﬂﬁ”*ﬁ AR
addresses the following: JE o xR AREEIATNEE
- whether an entity considers uncertain tax ; ﬁ%%%ﬁ%%ﬁ?\ﬁ?ﬁim

treatments separately; TEETTE BRI

- the assumptions an entity makes about the B ?—i%i%%ﬁ%%ﬁ%%?i@ﬁlﬁﬁ
examination of tax treatments by taxation BB FTERfRE
authorities;

- how an entity determines taxable profit (tax - B M ST AR AR
loss), tax bases, unused tax losses, unused tax (ml:ﬁ;gﬂfé_\' ).: CHE 5'5
credits and tax rates; and BABEER - ABAKR

Yo R = &

- how an entity considers changes in facts and B %ﬁ%ﬁu{ﬂ%@%%&%jﬁ

circumstances. L
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For the financial year ended 31 December 2019 &2 —Z— A FE+ - A=+—H ILNFKFE

2.2

164

BASIS OF PREPARATION (cont’d)

(b)

IFRIC Interpretation 23 Uncertainty over Income Tax
Treatment (cont’d)

The Group determines whether to consider each
uncertain tax treatment separately or together with
one or more other uncertain tax treatments and uses
the approach that better predicts the resolution of the
uncertainty.

The Group applies significant judgement in identifying
uncertainties over income tax treatments. Since
the Group operates in a complex multinational
environment, it assessed whether the Interpretation
had an impact on its consolidated financial statements.

Upon adoption of the Interpretation, the Group
considered whether it has any uncertain tax positions,
particularly those relating to transfer pricing. The
Company’s and the subsidiaries’ tax filings in different
jurisdictions include deductions related to transfer
pricing and the taxation authorities may challenge
those tax treatments. The Group determined, based
on its tax compliance and transfer pricing study, that
it is probable that its tax treatments (including those
for the subsidiaries) will be accepted by the taxation
authorities. The Interpretation did not have an impact
on the consolidated financial statements of the Group.

Amendments to IFRS 9: Prepayment Features with
Negative Compensation

Under IFRS 9, a debt instrument can be measured
at amortised cost or at fair value through other
comprehensive income, provided that the contractual
cashflow are “solely payments of principal and interest
on the principal amount outstanding” (the “SPPI
criterion”) and the instrument is held within the
appropriate business model for that classification. The
amendments to IFRS 9 clarify that a financial asset
passes the SPPI criterion regardless of an event or
circumstance that causes the early termination of
the contract and irrespective of which party pays
or receives reasonable compensation for the early
termination of the contract. These amendments had
no impact on the consolidated financial statements of
the Group.

CHINA EVERBRIGHT WATER LIMITED
B RKBBIRD A

(b)

(¢)

mREE ()

BERMEREREZ B gniE
F23/A B MR IE 2 THEE %
(&)

rEBEBEEREBEREEANTE
FEMIARIE - HEHER —HKE
HEMAEERBRE —HZE
J& - PR RE BB 4f 3t FRORI T E
HHBBR TR Z TTE -

RE BN HEE TSR 2 T EE
R EREXFIE - ARNAEE
EEMNBERIRE T RS A%
EoHhZRER D e AKRA
IS MRIERTE -

REEMZRER  AEEZEH
ERFEEMNTEEHRBIBER
(CHREEBEEEME) -
AN N A R N R AR
BAETTH RIS R B A EE
EEREA - MR REE
SEARNIARIE - REEREHR
B E R LBRE BN ITHE
E o AMERE (BRYEMBAR
RIRIRERGIE) AIRE SR
AR - ZRBHAKENERS
P RRLBRE -

BIFR B 15 5 EAB 5% (5]
) - BRAHENRATERFIE

1R 15 B B B 7 R 5 2B BI S5 95 -
BT A IRESRASUA
A EBEFAEMLGEE WETE
MEAANBEERES [EX
NAERAEBERASHFE ]
( [SPPI #Z#]| ) HZT AL
ZOBEBEANESREAmEFE -
BRI RS ERIZFE I (&F]
K) BE - &HmEEBBSPPI
ZHE - M mABEHxBELE
BERRPERIEBETHY—HE
A EHRE R IEM A ERA B
HE - ZFBETHAEENEGE
B RRTESE -



NOTES TO

THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019 & — &

2.2 BASIS OF PREPARATION (cont’d)

©)

Amendments to IAS 19: Plan Amendment, Curtailment
or Settlement

The amendments to IAS 19 address the accounting
when a plan amendment, curtailment or settlement
occurs during a reporting period. The amendments
specify that when a plan amendment, curtailment
or settlement occurs during the annual reporting
period, an entity is required to determine the current
service cost for the remainder of the period after the
plan amendment, curtailment or settlement, using
the actuarial assumptions used to remeasure the net
defined benefit liability (asset) reflecting the benefits
offered under the plan and the plan assets after that
event. An entity is also required to determine the net
interest for the remainder of the period after the plan
amendment, curtailment or settlement using the net
defined benefit liability (asset) reflecting the benefits
offered under the plan and the plan assets after that
event, and the discount rate used to remeasure that
net defined benefit liability (asset).

The amendments had no impact on the consolidated
financial statements of the Group as it did not have
any plan amendments, curtailments, or settlements
during the year.

Amendments to IAS 28: Long-term Interests in
Assoicates and Joint Ventures

The amendments clarify that an entity applies IFRS 9
to long-term interests in an associate or joint venture
to which the equity method is not applied but that,
in substance, form part of the net investment in the
associate or joint venture (long-term interests). This
clarification is relevant because it implies that the
expected credit loss model in IFRS 9 applies to such
long-term interests. The amendments also clarified
that, in applying IFRS 9, an entity does not take
account of any losses of the associate or joint venture,
or any impairment losses on the net investment,
recognised as adjustments to the net investment in the
associate or joint venture that arise from applying IAS
28 Investments in Associates and Joint Ventures.

These amendments had no impact on the
consolidated financial statements as the Group does
not have long-term interests in its associates.
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2.2 BASIS OF PREPARATION (cont’d) 22 wREEE (FE)

(f) —ZT—hFE2"T—tFEHZ
FESE

(f) Annual Improvements 2015-2017 Cycle

166

M

IFRS 3 Business Combinations

The amendments clarify that, when an entity
obtains control of a business that is a joint
operation, it applies the requirements for a
business combination achieved in stages,
including remeasuring previously held
interests in the assets and liabilities of the joint
operation at fair value. In doing so, the acquirer
remeasures its entire previously held interest in
the joint operation.

An entity applies those amendments to
business combinations for which the acquisition
date is on or after the beginning of the first
annual reporting period beginning on or after
1 January 2019, with early application permitted.

These amendments had no impact on the
consolidated financial statements of the Group
as there is no transaction where joint control is
obtained.

IFRS 11 Joint Arrangements

An entity that participates in, but does not
have joint control of, a joint operation might
obtain joint control of the joint operation
in which the activity of the joint operation
constitutes a business as defined in IFRS 3.
The amendments clarify that the previously
held interests in that joint operation are not
remeasured.

An entity applies those amendments to
transactions in which it obtains joint control
on or after the beginning of the first annual
reporting period beginning on or after 1 January
2019, with early application permitted.

These amendments had no impact on the
consolidated financial statements of the Group
as there is no transaction where a joint control
is obtained.
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For the financial year ended 31 December 2019 & — &

2.2 BASIS OF PREPARATION (cont’d)

(f) Annual Improvements 2015-2017 Cycle (cont’d)

(i)

(v)

IAS 12 Income Taxes

The amendments clarify that the income
tax consequences of dividends are linked
more directly to past transactions or events
that generated distributable profits than to
distributions to owners. Therefore, an entity
recognises the income tax consequences of
dividends in profit or loss, other comprehensive
income or equity according to where it originally
recognised those past transactions or events.

An entity applies the amendments for annual
reporting periods beginning on or after 1
January 2019, with early application permitted.
When the entity first applies those amendments,
it applies them to the income tax consequences
of dividends recognised on or after the
beginning of the earliest comparative period.

Since the Group’s current practice is in line with
these amendments, they had no impact on the
consolidated financial statements of the Group.

IAS 23 Borrowing Costs

The amendments clarify that an entity treats
as part of general borrowings any borrowing
originally made to develop a qualifying asset
when substantially all of the activities necessary
to prepare that asset for its intended use or sale
are complete.

The entity applies the amendments to
borrowing costs incurred on or after the
beginning of the annual reporting period in
which the entity first applies those amendments.
An entity applies those amendments for annual
reporting periods beginning on or after 1
January 2019, with early application permitted.

Since the Group’s current practice is in line with
these amendments, they had no impact on the
consolidated financial statements of the Group.
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For the financial year ended 31 December 2019 &2 —Z— A FE+ - A=+—H ILNFKFE

2.2

2.3

24

168

BASIS OF PREPARATION (cont’d)

The financial statements have been prepared under the
historical cost convention, except for investment properties,
derivative financial instruments, debt and equity financial
assets and contingent consideration that has been measured
at fair value.

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in this
financial statements.

Amendments to IFRS 3
BIPR At S S R FE 358 (1B3TA)

Amendments to IFRS 10 and IAS 28
BRI B 7% e AE BI S5 10557 e B FR & 51 Al

2.2

23

mREE ()

FITEHRRTIIRE L RAE RS - MER
DABEFENREDE  TESRT
E:ﬁ BTt mMEERIANE
BRoh o

© FR 0 {8 ol AR A R AV B PR B S 3R 5 22 R

AREE AN EHRERFERAATER
B 18 R SO AT MARIE RT BIRR BA 7%

$es R o

Definition of a Business?*

Ev o)t

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture®

285 (B3] A) KREZHABE N AE P E 2 [ BEHESLLE
IFRS 17 Insurance Contracts®
B B s S 5 AE R B 1 75 R & #P
Amendments to IAS 1 and IAS 8 Definition of Material’
Rt ER 15 R B g ST R E 85 BAMZEE
(EETA)
1 Effective for annual periods beginning on or after 1 January 2020. 1 R-F_THF— A - B RARNTF
FEHAE AR - \
2 Effective for annual periods beginning on or after 1 January 2021. 2 R-F_—F— A B RARNTF
il S ‘ B
3 No mandatory effective date yet determined but available for adoption. 3 i AREETE A FI A EHER - AT o
4 Effective for business combination for which the acquisition date is 4 REERRHA T -TFE-—A—HiZ

on or after 1 January 2020 and to asset acquisition that occurs on
or after the beginning of that period.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Subsidiaries

A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to
affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct
the relevant activities of the investee).
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NOTES TO
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For the financial year ended 31 December 2019 & — &

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Subsidiaries (cont’d)

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in

assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The results of subsidiaries are included in the Company’s
profit or loss to the extent of dividends received and
receivable. The Company’s investments in subsidiaries are

stated at cost less any impairment losses.

Investment in associates

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee,
but is not control or joint control over those policies.

The Group’s investment in an associate is stated in the
consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting,
less any impairment losses.

The Group’s share of the post-acquisition results and
other comprehensive income of an associate is included
in consolidated statement of comprehensive income. In
addition, when there has been a change recognised directly in
the equity of the associate, the Group recognises its share of
any changes, when applicable, in the consolidated statement
of changes in equity. Unrealised gains and losses resulting
from transactions between the Group and its associate are
eliminated to the extent of the Group’s investment in the
associate, except where unrealised losses provide evidence
of an impairment of the assets transferred. Goodwill arising
from the acquisition of associates is included as part of the
Group’s investment in associates.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Investment in associates (cont’d)

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to be
accounted for under the equity method. In all other cases,
upon loss of significant influence over the associate, the
Group measures and recognises any retained investment at
its fair value. Any difference between the carrying amount of
the associate upon loss of significant influence and the fair
value of the retained investment and proceeds from disposal
is recognised in profit or loss.

Business combinations and goodwvill

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

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

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in
profit or loss.
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NOTES TO
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For the financial year ended 31 December 2019 & — &

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Business combinations and goodwill (cont’d)

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured
at fair value with changes in fair value recognised in profit or
loss. Contingent consideration that is classified as equity is
not remeasured and subsequent settlement is accounted for
within equity.

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

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.
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172

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Business combinations and goodwill (cont’d)

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on the
disposal. Goodwill disposed of in these circumstances
is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit
retained.

Service concession arrangements

The Group has entered into a number of service concession
arrangements with the Grantors.

Under these service concession arrangements:

° the Grantors control or regulate the services the Group
must provide with the infrastructure, to whom it must
provide them, and at what price; and

° the Grantors control, through ownership, beneficial
entitlement or otherwise, any significant residual
interest in the infrastructure at the end of the term
of the arrangement, or the infrastructure is used for
its entire useful life under the arrangements, or both
the Group’s practical ability to sell or pledge the
infrastructure is restricted and continuing right of use
of the infrastructure is given to the Grantors throughout
the period of the arrangements.

The Group’s infrastructure includes leasehold land, buildings,
plant and machinery that are acquired from the Grantors and/
or are derecognised by the Group when the directors of the
Company consider that the significant risks and rewards of
these assets have been passed to the Grantors.
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For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Service concession arrangements (cont’d)

Consideration given by the grantor

A financial asset (receivable under service concession
arrangement) is recognised to the extent that the Group
has an unconditional right to receive cash or another
financial asset from or at the direction of the grantor for the
construction services rendered and/or the consideration
paid and payable by the Group for the right to manage
and operate the infrastructure for public service. The Group
has an unconditional right to receive cash if the grantor
contractually guarantees to pay the Group (a) specified or
determinable amounts or (b) the shortfall, if any, between
amounts received from users of the public service and
specified or determinable amounts, even if the payment is
contingent on the Group ensuring that the infrastructure
meets specified requirements. The financial asset (receivable
under service concession arrangement) is accounted for in
accordance with the policy set out for “Financial assets and
liabilities” below.

An intangible asset (concession right) is recognised to the extent
that the Group receives a right to charge users of the public
service. The intangible asset (concession right) is stated at cost
less accumulated amortisation and any accumulated impairment
loss. Amortisation is provided on a straight-line basis over the
operation phase of the concession periods.

If the Group is paid for the construction services partly by a
financial asset and partly by an intangible asset, then each
component of the consideration is accounted for separately
and is recognised initially at the fair value of the consideration.

Construction of service concession related infrastructure

Revenue relating to construction services is accounted for in
accordance with the policy for “Revenue recognition” below.

Operating services

Revenue relating to operating services is accounted for in
accordance with the policy for “Revenue recognition” below.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Fair value measurement

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

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

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

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

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

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

based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

Level 3 -
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Fair value measurement (cont’d)

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

Impairment of non-financial assets

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

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

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to profit or
loss in the period in which it arises.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4

(cont’d)

Related parties

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

176

(@)

or

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

(i)
(if)
(i)

has control or joint control over the Group;
has significant influence over the Group; or

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

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

M

(i)

)

(iv)

(viil

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

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

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

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

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

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

a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity); and

the entity, or any member of a group of which it is a
part, provides key management personnel services
to the Group or to the parent of the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Property, plant and equipment and depreciation

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

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

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

Buildings 4%

Plant and machinery 10% to 20%

Leasehold improvements, furniture
and fixtures

Motor vehicles and office equipment

20% to 25%
20% to 25%

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

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in profit or loss in the year the asset is
derecognised is the difference between the net sale proceeds
and the carrying amount of the relevant asset.
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178

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Property, plant and equipment and depreciation (cont’d)

Construction in progress is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct
costs of construction and capitalised borrowing costs on
related borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed
and ready for use.

Investment property

Investment properties are interests in land and buildings
(including the leasehold interest under an operating lease for
a property which would otherwise meet the definition of an
investment property) held to earn rental income and/or for
capital appreciation, rather than for use in the production or
supply of goods or services or for administrative purposes; or
for sale in the ordinary course of business. Such properties
are measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment properties are
stated at fair value, which reflects market conditions at the
end of the reporting period.

Gains or losses arising from changes in the fair values of
investment properties are included in the income statement in
the year in which they arise.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the income statement
in the year of the retirement or disposal.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired
in a business combination is the fair value at the date of
acquisition. The useful lives of intangible assets are assessed
to be either finite or indefinite. Intangible assets with finite lives
are subsequently amortised over the useful economic life and
assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with a
finite useful life are reviewed at least at each financial year
end.

CHINA EVERBRIGHT WATER LIMITED
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For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Intangible assets (other than goodwill) (cont’d)

The following intangible assets are amortised from the date
they are available for use and their estimated useful lives are
as follows:

Concession rights
Patents and trademarks

20 to 32 years
10 to 20 years

Computer software 5 years
Backlog contracts 3 years
Customer relationships 5 years

The useful life of the patents and trademarks of the Group
is determined based on the shorter of their statutory validity
periods and the expected benefit periods.

The useful life of the customer relationships of the Group is
determined based on the expected benefit periods with
reference to the historical customer attrition rate.

An intangible asset is derecognised on disposal or when
no future economic benefits are expected from its use
or disposal. Any gain or loss on disposal or retirement
recognised in profit or loss in the year the intangible assets is
derecognised is the difference between the net sale proceeds
and the carrying amount of the relevant intangible asset.

Research and development costs
All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new water
environment technologies is capitalised and deferred only
when the Group can demonstrate the technical feasibility of
completing the intangible asset so that it will be available for
use or sale, its intention to complete and its ability to use or
sell the asset, how the asset will generate future economic
benefits, the availability of resources to complete the project
and the ability to measure reliably the expenditure during the
development. Water environment technologies development
expenditure which does not meet these criteria is expensed
when incurred.
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180

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Leases

The Group assesses at contract inception whether a contract
is, or contains, a lease. That is, if the contract conveys the
right to control the use of an identified asset for a period of
time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

U

Right-of-use assets

The Group recognises right-of-use assets at the
commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and
lease payments made at or before the commencement
date less any lease incentives received. Right-of-use
assets are depreciated on a straight-line basis over the
shorter of the lease term and the estimated useful lives
of the assets, as follows:

Buildings
Equipment and others

2 to 3 years
2 to 3 years

Prepaid land lease payments under operating leases
are initially stated at cost and subsequently recognised
on the straight-line basis over the lease terms.

CHINA EVERBRIGHT WATER LIMITED
B RKBBIRD A
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For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Leases (cont’d)

Group as a lessee (cont’d)

(i)

Lease liabilities

At the commencement date of the lease, the Group
recognises lease liabilities measured at the present
value of lease payments to be made over the lease
term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease
incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected
to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase
option reasonably certain to be exercised by the
Group and payments of penalties for terminating the
lease, if the lease term reflects the Group exercising
the option to terminate. Variable lease payments that
do not depend on an index or a rate are recognised
as expenses (unless they are incurred to produce
inventories) in the period in which the event or
condition that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate
implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities
is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured if
there is a maodification, a change in the lease term, a
change in the lease payments (e.g., changes to future
payments resulting from a change in an index or rate
used to determine such lease payments) or a change
in the assessment of an option to purchase the
underlying asset.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Leases (cont’d)
Group as a lessee (cont’d)
(iii) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (i.e., those leases that have a lease term
of 12 months or less from the commencement date
and do not contain a purchase option). It also applies
the lease of low-value assets recognition exemption to
leases of office equipment that are considered to be
low value. Lease payments on short-term leases and
leases of low-value assets are recognised as expense
on a straight-line basis over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially
all the risks and rewards incidental to ownership of an asset
are classified as operating leases. Rental income arising is
accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss
due to its operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised over the
lease term on the same basis as rental income. Contingent
rents are recognised as revenue in the period in which they
are earned.

Financial instruments

A financial instrument is any contract that gives rise to a
financial asset of one entity and a financial liability or equity
instrument of another entity.

(i) Financial assets
Initial recognition and measurement
Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value

through other comprehensive income (OCI), and fair
value through profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Financial instruments (cont’d)

M

Financial assets (cont’d)
Initial recognition and measurement (cont’d)

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash
flow characteristics and the Group’s business model
for managing them. With the exception of trade
receivables that do not contain a significant financing
component or for which the Group has applied the
practical expedient, the Group initially measures a
financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit or loss,
transaction costs. Trade receivables that do not
contain a significant financing component or for which
the Group has applied the practical expedient are
measured at the transaction price.

In order for a financial asset to be classified and
measured at amortised cost or fair value through
OCl, it needs to give rise to cash flows that are ‘solely
payments of principal and interest’ on the principal
amount outstanding.

The Group’s business model for managing financial
assets refers to how it manages its financial assets
in order to generate cash flows. The business model
determines whether cash flows will result from
collecting contractual cash flows, selling the financial
assets, or both.

Purchases or sales of financial assets that require
delivery of assets within a time frame established by
regulation or convention in the market place (regular
way trades) are recognised on the trade date, i.e.,
the date that the Group commits to purchase or sell
the asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24
(cont’d)

Financial instruments (cont’d)

(i) Financial assets (cont’d)
Subsequent measurement

The subsequent measurement of financial assets
depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

The Group measures financial assets at amortised cost
if both of the following conditions are met:

- The financial asset is held within a business
model with the objective to hold financial assets
in order to collect contractual cash flows.

- The contractual terms of the financial asset give
rise on specified dates to cash flows that are
solely payments of principal and interest on the
principal amount outstanding.

Financial assets at amortised cost are subsequently
measured using the effective interest method and
are subject to impairment. Gains and losses are
recognised in the income statement when the asset is
derecognised, modified or impaired.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include financial assets held for trading, financial assets
designated upon initial recognition at fair value through
profit or loss, or financial assets mandatorily required
to be measured at fair value. Financial assets are
classified as held for trading if they are acquired for
the purpose of selling or repurchasing in the near term.
Derivatives, including separated embedded derivatives,
are also classified as held for trading unless they are
designated as effective hedging instruments. Financial
assets with cash flows that are not solely payments
of principal and interest are classified and measured
at fair value through profit or loss, irrespective of the
business model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost, as
described above, debt instruments may be designated
at fair value through profit or loss on initial recognition
if doing so eliminates, or significantly reduces, an
accounting mismatch.
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NOTES TO

THE FINANCIAL STATEMENTS

BF 755 R AR B

For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Financial instruments (cont’d)

M

Financial assets (cont’d)
Subsequent measurement (cont’d)

Financial assets at fair value through profit or loss

(cont’d)

This category includes equity investments which the
Group had not irrevocably elected to classify at fair
value through OCI. Dividends on equity investments
are recognised as other income in the statement
of profit or loss when the right of payment has been
established.

A derivative embedded in a hybrid contract, with a
financial liability or non-financial host, is separated from
the host and accounted for as a separate derivative if
the economic characteristics and risks are not closely
related to the host; a separate instrument with the
same terms as the embedded derivative would meet
the definition of a derivative; and the hybrid contract
is not measured at fair value through profit or loss.
Embedded derivatives are measured at fair value
with changes in fair value recognised in the income
statement. Reassessment only occurs if there is either
a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be
required or a reclassification of a financial asset out of
the fair value through profit or loss category.

Derecognition

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

- the rights to receive cash flows from the asset
have expired; or
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Financial instruments (cont’d)

M

(i)

Financial assets (cont’d)
Derecognition (cont’d)

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

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

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

Financial liabilities
Initial recognition and measurement
Financial liabilities are classified, at initial recognition,

as financial liabilities at fair value through profit or loss,
loans and borrowings, or payables, as appropriate.
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For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Financial instruments (cont’d)

(ii) Financial liabilities (cont’d)
Initial recognition and measurement (cont’d)

All financial liabilities are recognised initially at fair
value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities include creditors, other
payables and accrued expenses, and interest-bearing
borrowings.

Subsequent measurement

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised
cost, using the effective interest rate method unless
the effect of discounting would be immaterial, in which
case they are stated at cost. Gains and losses are
recognised in the income statement when the liabilities
are derecognised as well as through the effective
interest rate amortisation process. Amortised cost
is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an
integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in
the profit or loss.

Derecognition

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or
expires. When an existing financial liability is replaced
by another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new liability,
and the difference between the respective carrying
amounts is recognised in profit or loss.
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188

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Impairment of financial assets

The adoption of IFRS 9 has fundamentally changed the
Group’s accounting for impairment losses for financial assets
by replacing IAS 39’s incurred loss approach with a forward-
looking ECL approach.

IFRS 9 requires the Group to record an allowance for ECLs for
all loans and other debt financial assets not held at FVTPL.

The ECL allowance is based on the difference between the
contractual cash flows due in accordance with the contract
and all the cash flows that the Group expects to receive. The
shortfall is then discounted at an approximation to the asset’s
original EIR.

For contract assets and trade receivables, the Group has
applied the standard’s simplified approach and has calculated
ECLs based on lifetime expected credit losses. The Group
has established a provision matrix that is based on the Group’s
historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

Other receivables are assessed for impairment based on
12-month expected credit losses: 12-month ECLs are the
portion of lifetime ECLs that result from default events that are
possible within 12 months after the reporting date (or a shorter
period if the expected life of the asset is less than 12 months).
However, when there has been a significant increase in credit
risk since origination, the allowance will be based on the
lifetime ECL.

The Group considers a financial asset in default when
contractual payments are 90 days past due. However,
in certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit
enhancements held by the Group.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there
is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously.
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For the financial year ended 31 December 2019 B Z —ZE— hE+=-A=+—H LW BEE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Inventories

Inventories, mainly comprise raw materials and consumables
used in the repairs and maintenance of the waste water
treatment plants, are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out basis. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion
and disposal. When inventories are consumed, the carrying
amount of those inventories is recognised as an expense in
profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances,
short-term deposits and short-term balances in financial
institutions with maturities of three months or less from the
date of acquisition that are subject to an insignificant risk of
changes in their fair value, and are used by the Group in the
management of its short-term commitments.

For the purpose of the consolidated statement of cash flows,
restricted bank balances are excluded whilst bank overdrafts
that are repayable on demand and that form an integral part
of the Group’s cash management are included in cash and
cash equivalents.

Provisions

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

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

Income tax

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

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

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

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

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

° in respect of taxable temporary differences associated
with investments in subsidiaries and an associate,
when the timing of the reversal of the temporary
differences can be controlled and it is probable that
the temporary differences will not reverse in the
foreseeable future.

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

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not
a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Income tax (cont’d)

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

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

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

Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set off
current tax assets and current tax liabilities and the deferred
tax assets and deferred tax liabilities relate to income tax
levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or
to realise the assets and settle the liabilities simultaneously,
in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or
recovered.

Government grants

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

Government grants (cont’d)

Where the grant relates to an asset, the fair value is credited
to a deferred income account and is released to profit or loss
over the expected useful life of the relevant asset by equal
annual instalments or deducted from the carrying amount of
the asset and released to profit or loss by way of a reduced
depreciation charge.

Revenue recognition

Revenue from contracts with customers

Revenue is measured based on the consideration specified in
a contract with a customer and excludes amounts collected
on behalf of third parties. The Group recognises revenue
when it transfers control over a product or service to a
customer.

The Group has satisfied a performance obligation and
recognises revenue over time, if one of the following criteria is
met:

(a) The customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs

(b) The Group’s performance creates or enhances an
asset that the customer controls as the asset is
created or enhanced

(c) The Group’s performance does not create an asset
with an alternate use to the Group and the Group
has an enforceable right to payment for performance
completed to date

If none of the above conditions are met, the Group
recognises revenue at the point in time at which the
performance obligation is satisfied.

If control of the asset transfers over time, revenue is
recognised over the period of the contract by reference to the
progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in
time when the customer obtains control of the asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 EAZ:HEHE (&)
(cont’d)

Revenue recognition (cont’d) AR (48)

Revenue from contracts with customers (cont’q) EEARKA (&)

The progress towards complete satisfaction of the BB ERERERBAEERTK
performance obligation is measured based on the Group’s BHEAMELOZHKIRAGE - I
efforts or inputs to the satisfaction of the performance SR SMBEEIT 2 TIRMEZ T
obligation, by reference to the surveyors’ assessment of work UERBERERREEENRAHEH
performed and the costs incurred up to the end of reporting ZIEETRNARE 2B D o

period as a percentage of total estimated costs for each

contract.

When the Group provides more than one service in a EREEERBE TR ETEPIRED
service concession arrangement, the transaction price will IE—IER - BIEER S ERHKEE
be allocated to each performance obligation by reference to ZEENBYEERIREZBENEE -
their relative stand-alone selling prices. If the stand-alone B EE N EEEHER - AENTEH
selling prices are not directly observable, they are estimated P DN E R S AR IS A (R
based on expected cost plus a margin or adjusted market TRAIBREIRERAIE) EITMHET -

assessment approach, depending on the availability of
observable information.

In determining the transaction price, the Group adjusts the ERTERRSERE  AREKH
promised amount of consideration for the effect of a financing A REEBREBEREK DT ERE
component if it is significant. EERRE -

Construction service revenue T RIFWA

The Group’s performance in respect of construction services HEBERBME - AKB 2 RBOTTARE
creates or enhances an asset or work in progress that the ERNR T EPEEERAIEH MR
customer controls as the asset is created or enhanced, thus EEFINEESERLIRE - Bt AEE
the Group satisfies a performance obligation and recognises BITRAE T RERREREREER
revenue from construction service over time, by reference BWAT2EEMpEET2IEZ
to completion of the specific transaction assessed on the A REERSHREEENKASE
basis of the surveyors’ assessment of work performed and B2 EFTBR A2 BN

the costs incurred up to the end of the reporting period as a
percentage of total estimated costs for each contract.

Revenue from the construction services under a service OB AR 75 45 AT A & top sk ) R 3 AR TS UK
concession agreement is estimated on a cost-plus basis ANE2ER 1 B BRI AL ERT
with reference to a prevailing market rate of gross margin at WA RITT B EFEREZ LA E
the date of the agreement applicable to similar construction HETTIAET ©

services rendered.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Revenue recognition (cont’d)

Operation revenue

The Group recognises revenue from environmental water
project operation services when the related services are
rendered. The operation revenue from reusable water supply
service is recognised at a point in time when the Group has
delivered water to the customer; the customer has accepted
the water; the Group has the present right to payment and
the collection of the consideration is probable. The other
operation revenue from service concession arrangements
is recognised over the period of time that the services are
rendered and the benefits are received and consumed
simultaneously by the customers.

Finance and interest income

Finance and interest income is recognised on an accrual
basis using the EIR method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter period,
when appropriate, to the net carrying amount of the financial
asset.

Contract assets and contract liabilities

Upon entering into a contract with a customer, the Group
obtains rights to receive consideration from the customer
and assumes performance obligations to transfer goods or
provide services to the customer. The combination of those
rights and performance obligations gives rise to a net asset
or a net liability depending on the relationship between the
remaining rights and the performance obligations. The
contract is an asset and recognised as contract assets if the
measure of the remaining rights exceeds the measure of the
remaining performance obligation. Conversely, the contract is
a liability and recognised as contract liabilities if the measure
of the remaining performance obligations exceeds the
measure of the remaining rights.

The Group recognises the incremental costs of obtaining a
contract with a customer within contract assets if the Group
expects to recover those costs.

CHINA EVERBRIGHT WATER LIMITED
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Other employee benefits - pension schemes

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

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage
of their payroll costs to the central pension scheme. The
contributions are charged to profit or loss as they become
payable in accordance with the rules of the central pension
scheme.

Borrowing costs

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

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. Proposed
final dividends are disclosed in the notes to the financial
statements.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of
association grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and declared.

Foreign currencies

The functional currency of the Company is RMB. This
financial statements are presented in Hong Kong dollars
(“HK$”), which is the Company’s presentation currency. The
Company has used Hong Kong dollars as its presentation
currency to be consistent with that of China Everbright
Water Holdings Limited, the immediate holding company
of the Company. Each entity in the Group determines
its own functional currency and items included in the
financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded
by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of
the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency
rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary
items are recognised in profit or loss.

Differences arising on settlement or translation of monetary
items are recognised in profit or loss with the exception of
monetary items that are designated as part of the hedge
of the Group’s net investment of a foreign operation. These
are recognised in other comprehensive income until the
net investment is disposed of, at which time the cumulative
amount is reclassified to profit or loss. Tax charges and credits
attributable to exchange differences on those monetary items
are also recorded in other comprehensive income.

CHINA EVERBRIGHT WATER LIMITED
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Foreign currencies (cont’d)

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when
the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value
is treated in line with the recognition of the gain or loss on
change in fair value of the item (i.e., translation difference on
the item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in
other comprehensive income or profit or loss, respectively).

The functional currencies of the Company, certain overseas
subsidiaries and an associate are currencies other than the
Hong Kong dollar. As at the end of the reporting period, the
assets and liabilities of these entities are translated into Hong
Kong dollars at the exchange rates prevailing at the end of
the reporting period and their statements of comprehensive
income are translated into Hong Kong dollars at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
reserve. On disposal of a foreign operation, the component of
other comprehensive income relating to that particular foreign
operation is recognised in profit or loss.

Any goodwill arising on the acquisition of a foreign operation
and any fair value adjustments to the carrying amounts
of assets and liabilities arising on acquisition are treated as
assets and liabilities of the foreign operation and translated at
the closing rate.

For the purpose of the consolidated statement of cash flows,
the cash flows of the Company, certain overseas subsidiaries
and an associate are translated into Hong Kong dollars at
the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of these entities which arise
throughout the year are translated into Hong Kong dollars at
the weighted average exchange rates for the year.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

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

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Service concession arrangements

The Group entered into Build-Operate-Transfer (“BOT”),
Transfer-Operate-Transfer (“TOT”) and Build-Own-Operate
(“BOO”) arrangements in respect of its environmental water
projects.

The Group has concluded that all the BOT and TOT
arrangements and certain BOO arrangements are service
concession arrangements under IFRIC 12 Service Concession
Arrangements, because the local government controls and
regulates the services that the Group must provide with the
infrastructure at a pre-determined service charge. In respect
of BOT and TOT arrangements, upon expiry of concession
right agreements, the infrastructure has to be transferred
to the local government at nil consideration. Infrastructure
for BOO arrangements is used in the service concession
arrangements for its entire or substantially entire useful life.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (cont’d)

Estimation uncertainty (cont’d)

Contract assets and/or intangible assets under IFRIC 12
Service Concession Arrangements

The Group recognises the consideration received or
receivable in exchange for the construction services as a
contract asset and/or an intangible asset under a service
concession arrangement. However, if the Group is paid for
the construction services partly by a financial asset and partly
by an intangible asset, it is necessary to account separately
for each component of the operator’s consideration. The
consideration received or receivable for both components
shall be recognised initially at the fair value.

The segregation of the consideration for a service concession
arrangement between the contract asset component and
the intangible asset component, if any, requires the Group
to make an estimate of a number of factors, which include,
inter alia, fair value of the construction services, expected
future water treatment volume of the relevant water treatment
plant over its service concession period, future guaranteed
receipts and unguaranteed receipts, and also to choose a
suitable discount rate in order to calculate the present value
of those cash flows. These estimates, including revenue
recognition under the contract asset and intangible asset
components are determined by the Group’s management
based on their experience and assessment on current
and future market conditions. The carrying amounts of the
intangible assets (“concession rights”) and contract assets
at the end of reporting period are disclosed in notes 17 and
21, respectively.

Impairment of non-financial assets other than interests in
subsidiaries and goodwill

The Group assesses whether there are any indicators of
impairment for all non-financial assets at each reporting date.
Non-financial assets are tested for impairment when there are
indicators that the carrying amount may not be recoverable.

Estimating the value in use requires the Group to make an
estimate of the expected future cash flows from the cash-
generating unit and also to choose a suitable discount rate
in order to calculate the present value of those cash flows.
The carrying amounts of property, plant and equipment and
intangible assets (other than goodwill) are disclosed in notes
14 and 17.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (cont’d)

Estimation uncertainty (cont’d)

Impairment of financial assets at amortised cost

The impairment loss in respect of contract assets, trade and
other receivables of the Group is based on the evaluation of
collectability and ageing analysis of contract assets, trade
and other receivables and on management’s judgement. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each debtor.
If the financial conditions of debtors of the Group were to
deteriorate, resulting in an impairment of their abilities to make
payments, additional allowances may be required.

The carrying amounts of the Group’s financial assets at
amortised cost are disclosed in notes 21, 23, 25 and 26.

Impairment of interests in subsidiaries

The Company assesses at each reporting date whether there
is any objective evidence that the interests in subsidiaries are
impaired. To determine whether there is objective evidence
of impairment, the Company considers factors such as the
industry performance, technology changes, operational and
financing cash flows. Management will also consider the
financial condition and business prospects of the interest.

Where there is objective evidence of impairment, the amount
and timing of future cash flows are estimated based on
the forecasted performance of the subsidiary. The carrying
amounts of the Company’s interests in subsidiaries at the
reporting date are disclosed in note 20.

Revenue recognition for construction work

The Group recognises contract revenue over time by
reference to the progress towards complete satisfaction of the
performance obligation at the reporting date. The progress
is measured based on the Group’s effort or inputs to the
satisfaction of the performance obligation, by reference to
the surveyors’ assessment of work performed and the costs
incurred up to the end of the reporting period as a percentage
of total estimated costs for each performance obligation in the
contract. Significant assumptions are required to estimate the
recoverable variation works that will affect the progress towards
complete satisfaction of the performance obligation. The Group
reviews and revises the estimates in each construction contract
as the contract progresses.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (cont’d)

Estimation uncertainty (cont’d)

Impairment losses for goodwill

As explained in the accounting policy set out in note 2.4 for
“Business combinations and goodwill”, goodwill is allocated
to a cash-generating unit or to a group of cash-generating
units that are expected to benefit from the synergies of the
combination for the purpose of impairment assessment,
which requires significant judgement. The Group determined
that the group of cash-generating units to which goodwiill
was allocated reflected the lowest level at which goodwill was
monitored for internal reporting and was not larger than an
operating segment in accordance with IAS 36 /mpairment of
Assets.

The Group determines whether goodwill is impaired at least
on an annual basis. This involves an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. The carrying amount of goodwill at the reporting date is
disclosed in note 18.

Income taxes

Determining income tax provisions involves judgement on
the future tax treatment of certain transactions. The Group
carefully evaluates the tax implications of transactions and
tax provisions are set up accordingly. The tax treatment
of such transactions is reconsidered periodically to take
into account all changes in tax legislation. Where the final
tax outcome is different from the amounts that were initially
recognised, such differences will impact the income and other
taxes and deferred tax provisions in the period in which such
determination is made.
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4. OPERATING SEGMENT INFORMATION 4.

Operating segments are identified on the basis of internal
reports about components of the Group that are regularly
reviewed by the Group’s management and the Company’s
board of directors for the purpose of resource allocation and
performance assessment.

Segment results, assets and liabilities include items directly
attributable to a segment as well as those that can be
allocated on a reasonable basis. Unallocated items comprise
mainly corporate assets and expense, interest-bearing
borrowings and related expenses and income and deferred
taxes. The Group operates in a single business segment
which is the water environment management business in the
PRC. No operating segments have been aggregated to form
the following reportable operating segment.

Business segment

The Group had only one operating segment for the years
ended 31 December 2019 and 2018, namely the water
environment management business, the details of which are
set out below:

° Water environment management - Engagement in
municipal waste water treatment, industrial waste
water treatment, water supply, reusable water, sludge
harmless treatment, sponge city construction, river-basin
ecological restoration, waste water source heat pump,
leachate treatment, research and development of water
environment technologies and engineering construction.

Geographical information
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(@  Revenue from external customers (a) REINAERZWA
Year ended 31 December
BE+t=-A=1+—HLEE
2019 2018
“E-NAE —T)\F
HK$’000 HK$'000
FERT FET
Mainland China R A3 5,536,089 4,768,318
Germany = 14,684 -

The revenue information of continuing operations
above is based on the location at which the services
were provided.
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OPERATING SEGMENT INFORMATION (cont’d)

Geographical information (cont’d)

(b) Non-current assets

rasER (&)
HHER (%)
(b) JEREEE

As at 31 December

R+=A=+—H
2019 2018
—E-NF —E-N\F
HK$’000 HK$’000
FET FAETT
Mainland China AR B, 17,292,356 14,818,264
Hong Kong B 9,659 843
Singapore g 2,154 18
Germany = 188 -
17,304,357 14,819,125
The non-current asset information of continuing LIBERENERBEEER
operations above is based on the locations of the TEREEMTHESD (TE
assets and excludes other financial assets. FEMEMEE) -
Major customers FERF

Year ended 31 December

BE+-A=1+—-BLEE

2019 2018

—E-hEF —E-N\F

HK$’000 HK$’'000

FET FAT

Customer 1** BE 1,139,784 1,585,196
Customer 2** BEo 644,862 N/A*
Customer 3** EP3 N/A* 490,005

The corresponding revenue from this customer is not disclosed

as such revenue alone did not account for 10% or more of the

Group’s revenue.

* BRI E PRI A S REAEE
WAHRI10% A £ - BT R EE A R

Ao

. The customer is local government authority.
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NOTES TO

THE FINANCIAL STATEMENTS

BF 755 R AR B

For the financial year ended 31 December 2019 & — &

—NFETZA=T BN BFE

5. REVENUE 5. WA
Year ended 31 December
BE+T-A=+—HLEE
2019 2018
—E-NEF —ZT-)N\F
HK$’000 HK$’'000
FET FETT
Revenue: WA -
Construction service revenue from ARFG R ET R L BE B E IR TS
service concession arrangements WA 3,007,524 2,709,369
Finance income from service ARFG AT ET A L BER BT TS UL
concession arrangements 796,192 720,714
Operation income from service RIS AT S L R EE A
concession arrangements 1,520,302 1,208,567
Operation income from reusable PR FE AR 75 38 = A
water supply services 27,682 29,104
Construction contract revenue and & & #9UA K BT AR TS UL A
technical service income 199,073 100,564
5,550,773 4,768,318
Timing of revenue recognition: WA FERREFE -
At a point in time R — R Bh 110,731 29,104
Over time R—EEEA 4,643,850 4,018,500
4,754,581 4,047,604
Finance income from service ARISFFRT A & REL PER B TS U
concession arrangements 796,192 720,714
5,550,773 4,768,318
The aggregate amount of construction service revenue, HE