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Quarry Bay, Hoang Kong e

26 May 2022

The Directors
Capital Environment Holdings Limited

Dear Sirs,

Capital Environment Holdings Limited (the “Cempany™) and its subsidiaries (the “Group™)

We refer to the circular dated 26 May 2022 (the "Circular”) in connection with the proposed
disposal of the entire issued share capital of Beijing Capital Group NZ Investment Holding
Limited (the “Target Company"™), a copy proof of which is attached and initialed by us enits

front cover for the purpese of identification.

We hereby consent to the inclusien of accountants' report dated 26 May 2022 on the pro
forma financial informatien for the year ended 31 December 2021 in the Circular, and the
references to our name in the form and context in which they are included.

This letter is solely being issued in connection with the issuance of the Circular and not for

any other purpose.

Yours faithfully,

'

Z wf)‘t A
Certified Public Accountants
Hong Kong

A member [irm of Ernsi & Youny Globat Liméted



Appendix- A copy proof of the Circular

THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action you should take, you should
consult a licensed securities dealer or registered institution in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred all your shares in Capital Environment Holdings Limited, you should at
once hand this circular and the accompanying form of proxy to the purchaser or the transferee or to the
licensed securities dealer or registered institution in securities or other agent through whom the sale or
transfer was effected for transmission to the purchaser or the transferee.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this circular, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this circular.

CAPITAL ENVIRONMENT HOLDINGS LIMITED
BERAREZERERA A

(Incorporated in Cayman Islands with Iimited liability)
(Stock Code: 03989)

(1) VERY SUBSTANTIAL DISPOSAL
OF THE ENTIRE ISSUED SHARE CAPITAL OF
BEIJING CAPITAL GROUP NZ INVESTMENT HOLDING LIMITED
AND
(2) NOTICE OF EXTRAORDINARY GENERAL MEETING

Financial Adviser

Citl

A notice convening the EGM to be held at 6/F, Building I, Xindadu Hotel, 21 Chegongzhuang Street,
Xicheng District, Beijing, China on 14 June 2022, Tuesday at 2:30 p.m. is set out on pages EGM-1 to
EGM-3 of this circular. A form of proxy for use at the EGM is enclosed with this circular. Whether or not
you are able to attend the EGM in person, you are requested to complete the enclosed form of proxy in
accordance with the instructions printed thereon and return it to the Company’s Hong Kong branch share
registrar, Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong
Kong as soon as possible and in any event not less than 48 hours before the time appointed for holding the
EGM or any adjournment thereof (as the case may be). Completion and return of the form of proxy will not
preclude you from attending and voting in person at the EGM or any adjournment thereof if you so wish,
and in such event, the instrument appointing a proxy shall be deemed to be revoked.

26 May 2022
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PRECAUTIONARY MEASURES FOR THE EGM

In view of the ongoing novel coronavirus (COVID-19) pandemic, the Company reserves the
right to take the foliowing precautionary measures as may be appropriate at the EGM:

° All attendees will be required to undergo a temperature check and sign a health
declaration form (which may also be used for the purposes of contact tracing if
reguired) before entering the EGM venue. Any person with a body temperature of
over 37.4 degrees Celsius will not be permitted to attend the EGM.

. Compulsory wearing of surgical face masks by attendees inside the EGM venue at all
times, and to maintain a safe distance between seats.

. All attendees shall provide proof of negative nucleic acid test results issued within 48
hours, and scan and present the “Beijing Health Xit” (L FEHET) green code.

. All attendees MUST wash and sanitize before entry to the EGM and as frequently as
possible.

° All attendees shail avoid overcrowding and body contact, Attendees should keep a
distance of one meter between each other.

. No refreshments will be served at the EGM.

Any person who dees not compiy with the precautionary measures may be denied entry into
the EGM venue. Members are reminded that they may appoint the chairman of the EGM as their
proxy to vote on the relevant resolution at the EGM as an alternative to attending the EGM in
person.

The Sharcholders who are feeling unwell or have been placed on leave of absence on the
date of the EGM are advised not to attend the EGM.

Although webcast, teleconferencing or videoconferencing of the EGM wili not be made
available, the Shareholders who prefer not to attend or are restricted from attending the EGM,
may still vote by proxy and are advised to take note of the last date and time for the lodgement
of the proxy form.

As the COVID-19 situation continues to evolve, the Company will closely monitor the
situation and reserves the right to take further measures as appropriate in order to minimise any
risk to the Shareholders and others attending the EGM and to comply with any requirements or
recommendations of any government agencies from time to time. The Company may be required
to change the meeting arrangements for the EGM at short notice. Shareholders are advised to
check the websites of Hong Kong Exchanges and Clearing Limited (www.hkexnews.hk) for
further announcement(s) and update(s) on such arrangements and/or further special measures to
be taken.

The Company seeks the understanding and cooperation of all Shareholders to minimise the
risk of community spread of COVID-19.

The EGM will commence sharply at 2:30 p.m. on 14 June 2022, and the Shareholders are
encouraged to arrive at the EGM venue at Teast half an hour prior to the commencement time of
the meeting to avoid delays from precautionary measures mentioned above in the registration
process.



DEFINITIONS

In this circular, unless the contexr otherwise requires, the following expressions shall have

the following meanings:

“Actoal ND”

“Actual NWC”

“Adjustment Date™

“Agreement”’

“Articles of Association”

"BCGC”

“BCHK”

“BCPRC”

the Net Debt as at the Completion Date stated in the
Completion Statement

the NWC as at the Completion Date stated in the
Completion Statement

the fifth (5th) Business Day following the day on which
either: (i) the auditors appointed have delivered an
unqualified report to the Vendor and the Purchaser
verifying the Completion Statement and no difference or
dispute arises; or (ii) an expert to be appointed in
accordance with the Agreement has settled or determined

the Completion Statement

the sale and purchase agreement dated 31 March 2022 and
entered into between the Vendor and the Purchaser in

relation to the Disposal

the memorandum and articles of association of the
Company, as amended from time to time

BCG Chinastar International Investment Limited, a
company incorporated in Hong Kong with limited liability
and a substantial sharcholder (as defined in the Listing
Rules) of the Company, holding approximately 21.80% of
the total issued share capital of the Company as at the
Latest Practicable Date

Beijing Capital (Hong Kong) Limited, a company
incorporated in Hong Kong with Hmited liability and a
controlling shareholder {as defined in the Listing Rules) of
the Company, holding approximately 45.11% of the total
issued share capital of the Company as at the Latest
Practicable Date

Beijing Capital Eco-Environment Protection Group Co.,
Litd., a company established in the PRC, the shares of
which are listed on Shanghat Stock Exchange (stock code:
600008.SH) and which directly holds the entire issued
share capital of BCHK as at the Latest Practicable Date



DEFINITIONS

“Bidding”

“Board”

“Business Day”

“Cash Advance Facility Balance”™

“Claim”

“Company”™

“Completion™

“Completion Date™

“Completion Deductible™

“Completion Statement”

“Conditions™

the multi-party, strictly confideatial, competitive auction
process that was utilised to select the purchaser for the
disposal of the Sale Shares based on the final bid of the
investor that offered the best terms as the purchaser

the board of Directors

any day other than a Saturday, Sunday or statutory public
holiday in the PRC, Hong Kong, Auckland, New Zealand
and Sydney. Australia

the principal, interest, fees, costs and all other amounts
owed by the Target Group to ANZ Bank New Zealand
Limited pursuant to the cash advance facility agreement
dated 21 August 2021 in respect of the cash advance
facility lent by ANZ Bank New Zealand Limited

any claim, demand, legal proceeding or cause of action,
whether present, unascertained, immediate, future or
contingent, which in any way relates to the Agreement (or

any part of it) or the Disposal

Capital Environment Holdings Limited, an exempted
company incorporated in the Cayman Isiands with limited
liability and the shares of which are listed on the main
board of Stock Exchange (stock code: 03989.HK)

completion of the Disposal pursuant to the terms and

conditions of the Agreement
the date of Completion

the amount to be deducted from the Initial Purchase Price
as more particularly set out in the section headed ** Vendor
Liability” in the Letter from the Board contained in this

circular

the statement of the Target Group to be prepared in the
agreed form and agreed or determined for the purpose of
calculating the Actual NWC and Actual ND at Completion

the conditions precedent to Completion as set oui in the
Agreement



DEFINITIONS

“connected person(s)”
“Consideration”
“controlling shareholder™
“Director(s)”

“Disposal”

“EGM”

“Enterprise Value™

“Ernst & Young”

“Escrow Amount”

“Estimated ND”

“Estimated NWC”

“First Adjustment”

“Group”
“HKS$™

“Hong Kong”

has the meaning ascribed thereto under the Listing Rules
the total consideration for the Disposal

has the meaning ascribed thereto under the Listing Rules
director(s) of the Company

the disposal of the Sale Shares by the Vendor to the
Purchaser pursuant to the Agreement

the extraordinary general meeting of the Company to be
held at 6/F, Building 1, Xindadu Hotel, 21 Chegongzhuang
Street, Xicheng District, Beijing, China on 14 June 2022,
Tuesday at 2:30 p.m. for considering and, if thought fit,
approving the Agreement and the transactions
contemplated thereunder

an amount of NZ$1,900 million (equivalent to
approximately HK$10,059 million)

Ernst & Young, certified public accountants

the amount to be held in escrow and placed in escrow
account on Completion as more particularly set oot in the
section headed “ Vendor Liability” in the Letter from the
Board contained in this circular

the Vendor’s good faith estimate of the Actual ND on the
Completion Date

the Vendor’s good faith estimate of the Actual NWC on

the Completion Date

the first adjustment to the Consideration as more
particularly set out in the section headed * First
Adjustment” in the Letter from the Board contained in

this circular
the Company and its subsidiaries
Hong Kong dollar, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC




DEFINITIONS

“Independent Third Party(ies)”

“Initial Purchase Price™

“Latest Practicable Date™

“Listing Rules™

“Long Stop Date™

"Net Debt”

any person{s} or company(ies) and their respective
ultimate beneficial owner(s) whom, to the best of the
Directors’ knowledge, information and belief having made
all reasonable enquiries, is/are third parties independent of
and not connected with the Company and its connected

persons in accordance with the Listing Rules

Enterprise Value less the sum of the Vendor Debi Balance,
Cash Advance Facility Balance, Escrow Amount and the
Completion Deductible, and subject to the First

Adjustment

19 May 2022, being the latest practicable date prior to the
printing of this circular for the purpose of ascertaining

certain information contained in this circular

the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited
30 December 2022

all debts including but not limited to all loans, debts,
financial liabilities or obligations relating to borrowed
money, financial instruments, negotiable instruments of the
Target Group subject to the terms of the Agreement
{excluding, trading debt or trading liabilities arising in the
ordinary course of business, any unamortised debt issuance
costs, Vendor Debt Balance and Cash Advance Facility
Balance), less all cash (other than insurance proceeds
received by the Target Group for damage or destruction of
cerfain properties of the Target Group and any residual or
recovered value received by the Target Group from loss of
business relating to Completion Deductibles} held by the
Target Group



DEFINITIONS

“Non-Trading Subsidiaries”

“NWC

“NZ$ (Y}

“PRC™

“Purchaser™

“Reference NWC”

“Remaining Group”

“RMB”

subsidiaries held directly or indirectly by WMNZ as to
100% that are not carrying out any aclivities as at the
Latest Practicable Date, being Waste Management Limited,
The Wheelibin Company Limited, Get-A-Bin Limited,
Eastern Bins Limited, Waste Management Collections
Limited, BCG Waste Management Limited, Wasie
Disposal Services Limited, Flexi-Bin Limited, Sunshine
Garden Bag and Bin Company Limited, Budget Bins
Limited, Waste Management All Brite Limited, Gordies
Bags Limited, Gordies Bins Limited, Canterbury Waste
Services Limited, Otago Waste Services Limited,
Canterbury Material Recovery Facilities Limited. Waste
Management Recycling Limited, Gordies Skip Bins
Limited, Waste Management Technical Services Limited,
Recycle New Zealand Limited, ERS New Zealand Limited,
Waste Management Solutions (NZ) Limited, Waste
Services Marlborough Limited, Healthcare Waste Limited,
Living Earth Limited, Pacific Rubber Recycling Limited,
Tartan Industries Limited, Waste Care Limited

the net working capital of the Target Group, as indicated
by the net total of the general ledger account balances of

the Targe Group stated in the Agreement
New Zealand dollar, the lawful currency of New Zealand

the People’s Republic of China, which, for the purpose of
this circular, excludes Hong Kong, Macau Special
Administrative Region of the PRC and Taiwan

Tui Bidco Limited, a New Zealand limited company

an amount of NZ3$4.8 million {equivalent to approximately
HK3$25.4 million), being the estimated total NWC amount
at the time of Completion

the Company and its subsidiaries, and following
Completion, excluding the Target Group

Renminbi, the lawful currency of the PRC



DEFINITIONS

*Sale Shares”

“Second Adjustment”

“SFO”

“*Shareholder(s)”

“Share(s)”

“Stock Exchange”
“substantial shareholder”

“Target Company™

“Target Group”

“Vendor”

“Vendor Debt”

an aggregate of 209,987,540 cordinary shares of the Target
Company, represeniing the entire issued share capital of

the Target Company

the adjustment payment to be made (if any) on the
Adjustment Date and more particularly set out in the
section headed “Second Adjustment” in the Letter from
the Board contained in this circular

The Securities and Futures Ordinance {Chapter 571 of the

laws of Hong Kong)
holder(s) of the Shares

ordinary share(s) of the Company with a nominal value of
HK3$0.1 each

The Stock Exchange of Hong Kong Limited
has the meaning ascribed thereto under the Listing Rules

Beijing Capital Group NZ Investment Holding Limited. a
company incorporated in New Zealand with limited
liability and an indirect non-wholly owned subsidiary of
the Company as at the Latest Practicable Date

the Target Company and its subsidiaries (as defined in
section 5 of the Companies Act 1993 of New Zealand)

BCG NZ Investment Holding Limited, a company
incorporated in Hong Kong with limited liability, which is
owned as to 51% by the Company and 49% by BCHK

all amounts owing by any member of the Target Group to
the Vendor, the principal amount of which being
NZ$775,038,490.37 (equivalent to approximately
HK$4,103.053,768.02) as at the date of the Agreement,
plus all accrued but unpaid interest thereon



DEFINITIONS

“Vendor Debt Balance” the principal, interest, fees, costs and all other moneys
payable by any member of the Target Group in respect of
any Vendor Debt which is outstanding at Completion as
notified to the Purchaser by the Vendor no earlier than 14
Business Days and no later than 12 Business Days prior to
the Completion Date

“WMNZ” Waste Management NZ Limited, a company incorperated
in New Zealand with limited liability and a wholly-owned
subsidiary of the Target Company as at the Latest
Practicable Date

“ per cent

Unless otherwise stated, conversion of NZ§ into HKS$ in this circular is based on the
exchange rate of NZ§1=HK$5.2940. Such exchange rate is for the purpose of illustration only
and does not constifute a representation that any amount has been, could have been or may be
converted at such or any other rates or at all.

Certain amounts and percentage figures set out in this circular have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables and the currency

conversion or percentage equivalents may not be an arithmetic sum of such figures.



LETTER FROM THE BOARD

CAPITAL ENVIRONMENT HOLDINGS LIMITED
BRIBREZRERAH

{Incorporated in Cayman Islands with limited liability)

(Stock Code: 03989)

Executive Directors:

Mr. Cao Guoxian (Chairman)

Mr. Li Fujing (Chief Executive Officer)

Mr. Li Qingsong (Executive General Manager})

Non-Executive Director:
Ms. Hao Chunmei

Independent Non-executive Directors:
Mr. Pao Ping Wing

Mr. Cheng Kai Tai, Allen

Dr. Chan Yee Wah, Eva

To the Shareholders

Dear Sir or Madam,

Registered Office:

Cricket Square, Hutchins Drive,
P.O. Box 2681,

Grand Cayman KY1-1111,
Cayman Islands

Head Office and Principal Place
of Business:

Unit 1613-1618, 16/F

Bank of America Tower,

12 Harcourt Road,

Central,

Hong Kong

26 May 2022

(1) VERY SUBSTANTIAL DISPOSAL
OF THE ENTIRE ISSUED SHARE CAPITAL OF
BELJING CAPITAL GROUP NZ INVESTMENT HOLDING LIMITED

AND

(2) NOTICE OF EXTRAORDINARY GENERAL MEETING

INTRODUCTION

Reference is made to the announcement of the Company dated 3 April 2022 relating to the

Disposal.



LETTER FROM THE BOARD

On 31 March 2022 (after trading hours), the Vendor, a direct non-wholly owned subsidiary
of the Company, and the Purchaser entered into the Agreement, pursuant to which the Vendor
conditionally agreed to sell, and the Purchaser conditionally agreed to acquire, the Sale Shares.
The Sale Shares were offered for sale through the Bidding and the Purchaser succeeded in the
Bidding in relation to the Disposal.

The purpose of this circular is to provide you with, among other things, (i} further
information on the Agreement, the Disposal, the transactions contemplated thereunder and the
Target Group; (i) other information as required under the Listing Rules; and (iii) a notice of the
EGM.

THE AGREEMENT
The salient terms of the Agreement are set out as follows:
Date
31 March 2022 (after trading hours}
Parties
(i) the Vendor; and
(i1) the Purchaser

To the best of the Directors’ knowledge, information and belief having made all
reasonable enquiries, the Purchaser and its ultimate beneficial owners is an Independent
Third Party.

Subject Matter

The Vendor conditionally agreed to sell, and the Purchaser conditionally agreed to
acquire, the Sale Shares, which represent the entire issued share capital of the Targe:
Company, on the Completion Date, together with all rights attached thereto on or after
Completion, and free of all security interests.

Consideration

The Consideration for the Sale Shares is the Initial Purchase Price, subject to the
Second Adjustment (as defined below) and the aggregate Escrow Amount (as defined
below) released to the Vendor within the six-month period following the Completion
pursuant to the Agreement.

—10 -



LETTER FROM THE BOARD

The Initial Purchase Price shall be calculated by Enterprise Value of
NZ$1,900 million (equivalent to approximately HK$10,059 miliion) less the Vendor Debt
Balance, Cash Advance Facility Balance, Escrow Amount and Completion Deductible, each
to be notified by the Vendor to the Purchaser prior to Completion, and subject to the First
Adjustment (as defined below).

The Consideration was determined with reference to, among others, prevailing market
conditions, the performance, position and ranking of the Target Group in the industry and

resulted from the final bidding price offered by the Purchaser through the Bidding.
First Adjustment

The Initial Purchase Price shall be adjusted (the “First Adjustment™) in the
following manner:

(i) if the Estimated NWC is greater than the Reference NWC, the Initial Purchase
Price shall be increased by the excess of the Estimated NWC over the Reference
NWC;

(it} if the Estimated NWC is less than the Reference NWC, the Initiali Purchase Price
shall be decreased by the excess of the Reference NWC over the Estimated
NW(C;

(iti) if the Estimated ND is a positive number, then the Initial Purchase Price shall be
decreased by the absolute value of the Estimated ND; and

(iv) if the Estimated ND is a negative number, then the Initial Purchase Price shall
be increased by the absolute value of the Estimated ND.

Second Adjustment

The Consideration shall be further adjusted based on an unqualified audit report on
the Completion Statement in the following manner:

(i) if the Actual NWC is greater than the Estimated NWC, the Purchaser shall pay
to the Vendor an amount equal to the difference;

(ii)  if the Actual NWC is less than the Estimated NWC, the Vendor shall refund to
the Purchaser an amount equal to the difference;

(iii} if the Actual ND is less than the Estimated NI, the Purchaser shall pay to the
Vendor an amount equal to the difference; and

(iv) if the Actual ND is more than the Estimated ND, the Vendor shall refund to the

Purchaser an amount equal to the difference.

—-11 -



LETTER FROM THE BOARD

The abovementioned amounts of difference payable by the Vendoer and the Purchaser
shall be set off against each other, such that only one adjustment payment (the *‘Second
Adjustment™) in respect of the balance (it any) shall be made on the Adjustment Date. The
Purchaser is not obligated to pay any amount to the Vendor under the Second Adjustment
unless the amount of the Second Adjustment exceeds NZ$1 million (equivalent to
approximately HK$5.3 million).

Payment Terms
The Consideration will be satisfied in the following manner:

(i) the amount of Initial Purchase Price shall be paid by the Purchaser to the Vendor
at Completion;

{ii) the Second Adjustment shall be paid by the Purchaser or the Vendor (as the case
may be} on the Adjustment Date (if applicable); and

(iti} the Escrow Amount shall be released to the Vendor and the Purchaser (as the
case may be) on a date falling six months after Completion.

Any party to the Agreement who is default in payment under the Agreement shall pay
to the other parly interest on the relevant amount of defaulted payment with the annual
simple interest rate being 8% per annum, which shall be calculated and payable on a daily
basis.

Conditions Precedent
Completion is conditional upon fulfilment of the following Conditions:

(i) consent to the transfer of Sale Shares under Overseas Investment Act 2005 and
the Overseas Investment Regulations 2005 being given to the Purchaser on terms
and conditions acceptable to the Purchaser {acting reasonably}; and

{(ii) shareholders’ approvals on the Disposal of both BCPRC and the Company being
obtained.

The Condition in (a) may not be waived and the Condition in {(b) may only be waived
by agreement in writing between the Vendor and the Purchaser where permiuted by
applicable law.

The Agreement shall be terminated upon written notice given by (i) the Vendor or the
Purchaser if any of the Conditions are not satisfied by the Long Stop Date provided that
such party is not in breach of a material obligation under the Agreement or (ii) the non-
defaulting Vendor or the non-defaulting Purchaser (as the case may be) if the Purchaser or
the Vendor defaults in any material respect in the performance of any of its obligations at

12 -



LETTER FROM THE BOARD

Completion and such default has not been remedied within 10 Business Days from the date
of written notice from the non-defaulting party requiring the defaulfing party to remedy
such default. Upon such termination of the Agreement, the Agreement, save and except for

certain clauses, shali be of no further force or effect.
Pre-Completion Permitted Acts

Before Completion, but subject to compliance with applicable faws, member(s) of the
Target Group may (a) pay cash dividends provided that, among others, if any such dividend
is declared, then it must be paid prior to Completion and the imputation credit account of
the Target Company must not have a debit balance at Completion or {(b) pay principals,
interests or other moneys payable in respect of any financial indebtedness of the Target

Group (other than owed to another member of the Target Group).
Completion

Completion shal take place on (i) the last Business Day of the monthk in which the
final outstanding Condition is satisfied or waived (it capable of waiver), or the last
Business Day of the following month if such Condition is satisfied or waived less than
twelve (12) Business Days before the end of a month; or (i1} such other date as the Vendor

and the Purchaser may agree in writing.
Settlement of Vendor Debt Balance and Cash Advance Facility Balance

If there is any Vendor Debt Balance and/or Cash Advance Facility Balance, the
Purchaser shall, at Completion, provide to the Target Company a loan with an amount equal
to the Vendor Debt Balance and/or Cash Advance Facility Balance for the purpose of the
Target Group’s repayment of the Vendor Debt Balance and the Cash Advance Facility
Balance. Such loan shall be pald by the Purchaser upon the direction from the Target
Company at Completion directly to (i) the Vendor’s designated bank account, in order to
settie the Vendor Debt and obtain releases of the encumbrances securing the Vendor Debt;
and (ii) ANZ Bank New Zealand Limited at its nominated account to settle in full the Cash
Advance Facility Balance and obtain the releases of the encumbrances securing the Cash
Advance Facility Balance.

Vendor Liability

The Vendor shall be liable to the Purchaser for breach of the Agreement or any other
Claim, subject to certain exceptions stated in the Agreement, provided that the Vendor shall
not be liable for any breach or Claims for breach of warranty except in certain limited
circumstances, on the basis that the Purchaser’s recourse for breach of warranties is to be
against the insurance policy to be purchased by the Purchaser.

- 13 -



LETTER FROM THE BOARD

In the event that the Target Company loses certain specific material businesses prior
to the Completion as a result of the Disposal or certain specific breach by the Vendor of the
Agreement, relevant agreed-upon value of such businesses (“Completion Deductible™)
shall be deducted from the Initial Purchase Price. In addition, in the event that the Target
Company is reasonably expected to lose certain specific material businesses within six
months following the Completion as a result of the Disposal or certain specific breach by
the Vendor of the Agreement, relevant agreed-upon value of such businesses shall be
deducted from the Initial Purchase Price {“Escrow Amount™) and placed in an escrow
account, which will be released to (i) the Vendor if the relevant businesses are retained by
the Company within such six-month period and (ii} the Purchaser if the relevant businesses
are actually lost within such six-month period. The aggregate amount of the value of the
losses of such businesses described above is subject to a cap of NZ$150,000,000
(equivalent to approximately HK$794,100,000).

INFORMATION OF THE VENDOR AND THE GROUP

The Vendor is a company incorporated in Hong Kong with limited liability and a direct
non-whelly owned subsidiary of the Company. As at the Latest Practicable Date, the Vendor is
owned as to 51% by the Company and 499% by BCHEK. The Vendor is principally engaged in

investment holding.

The Company is an exempted company incorporated in the Cayman Islands with limited
liabiiity and an investment holding company. The Group is principally engaged in the provision
of waste treatment technologies and services, with a focus on technology development, design,
system integrafion, project investment, consultancy, operation and maintenance of waste

ireatment facilities, especially waste-to-energy projects.
INFORMATION OF THE PURCHASER

The Purchaser, Tui Bidco Limited, is a company incorporated in New Zealand with limited
liability.

The ultimate holding company of the Purchaser is First Sentier Investors {Australia) RE Ltd
(“FSI ARE™), an Australian Public Company (ACN: 006 464 428). FSI ARE forms part of the
First Sentier Investors Group, a global asset management business and that is ultimately owned
by Mitsubishi UFJ Financial Group, Inc. (“MUFG™), a global financial group listed on Tokyo
Stock exchange and NYSE.

First Sentier Investors is one of the largest investment managers in Australia with US$183.8
billion funds under management as at 31 December 2021 and 246 investment focused employees
tocated in offices in Sydney, New York, London, Edinburgh, Dublin, Paris, Singapore, Frankfurt,
Tokyo and Hong Kong.

— 14—



LETTER FROM THE BOARD

In March 2022, the unlisted infrastructure business of First Sentier Investors, which is the
team managing Tui Bidco Limited, was rebranded as Igneo Infrastructure Partners. The change
did not impact legal names and structures, investment philosophy and processes of the relevant
Registered Investment Advisers providing services with respect to unlisted infrastructure assets.

As one of the giobal pioneers of infrastructure investment, Igneo Infrastructure Partners has
over 23 vyears’ experience in making infrastructure investments across sectors and through
different economic cycles on behalf of over 100 institutional investors.

Igneo Infrastructure Partners comprises more than 75 infrastructure professionals located
across offices in Sydney. London and New York. These professionals have significant investment
managerment, transactional and operational asset management experience, including specialist
sector and industry expertise across waste, utility and transport sectors.

FSI ARE is considered to be the ultimate holding company of the Purchaser in its capacity
as (i) the trustee of Global Diversified Infrastructure Fund (Australia) (“GDIF Australia™)
which forms part of the Global Diversified Infrastructure Fund (“GDIF™), and (ii) the trustee of
First Sentier Investors Infrastructure Income Fund and First Sentier Investors Active
Infrastructure Income Fund (“HE/AIF). These investment funds (the “Funds™) invest in
unlisted, economic infrastructure businesses in OQECD countries, and have a wide base of

institutional, wholesale, quatified investors,
GDIF

GDIF is z quadruple linked structure comprising of two unlisted and unregistered
Australian unit trusts {GDIF Australia and GDIF Active), an unlisted Cayman Islands domiciled
unit trust (GDIF International) and a Delaware limited partnership (GDIF North America).

The trustee or general partner of GDIF Australia and GDIF Active is FSI ARE, a licensed
Australian financial services provider and an SEC-registered investment adviser under the
Advisers Act. The managers (both being SEC-registered investment advisers under the Advisers
Act, and part of First Sentier Investors Group) for GDIF Australia and GDIF Active is First

Sentier Investors (Australia)y Infrastructure Managers Pty Ltd.

The trustee or general partner of GDIF International is Butterfield Trust (Cayman) Limited,
which is incorporated in the Cayman Islands, and is an external, independent Cayman service
provider. The managers (both being SEC-registered investment advisers under the Advisers Act,
and part of First Sentier Investors Group) for GDIF International is First Sentier Infrastructure

Managers (International) Limited.
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The trustee or general partner of GDIR North America is First Sentier Investors (US)
Infrastructure GP LLC, a Delaware limited liability company which is wholly owned by First
Sentier Investments (US) LLC (which itself ig held in accordance with US banking laws through
an intermediate holding company that is part of the group of MUFG, a global financial group,
listed at Tokyo Stock Exchange and New York Stock Exchange. The managers (both being SEC-
registered investment advisers under the Advisers Act, and part of First Sentier Investars Group)

for GDIF North America is First Sentier Infrastructure Managers (International) Limited,
IIF/AIIF

IIF/AIIF is a stapled investment fund structure. The trustee of HF/AIIF is FSI ARE as
described above. The manager of IIF/AIIF is First Sentier Investors (Australia) Infrastructure
Holdings Ltd, an Australian entity providing specialist investment advisory services to the
companies within First Sentier Investors Group.

INFORMATION OF THE TARGET COMPANY AND THE TARGET GROUP
The Target Company

The Target Company is a company incorporated in New Zealand with limited liability. The
business scope of the Target Company is resource recovery, recycling, storage and waste disposal
services provided through its operating entities. It is a direct wholly-owned subsidiary of the
Vendor, which is owned as to 51% and 49% by the Company and BCHK respectively.

The Target Group

The Target Group comprises the Target Company, its subsidiaries (including the Non-
Trading Subsidiaries) and 50% controlled joint venture entities. WMNZ is the main operating
subsidiary of the Target Group and a fimited liability company incorporated in New Zealand.
WMNZ is engaged in the business of collection, recovery, recycling and landfilling of solid
waste and liquids for residential, commercial and municipal customers, as well ag hazardous

waste collection and treatment services.
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Set out below is the simplified shareholding structure of the Targe: Group as at the Latest

Practicable Date:

| Target Company |

1005
| WMNZ I
0% 0% 0% 0% 1685
v v v -
Transwisie Midwest Fikes Foint “ . i
Transfer Dispasat Non-Trading
LCamerbury Disprosals N N
. Siion Senaces Subsidianes
Limited Limited L
Limited tanincerporaied!
0 e 0055 100 19 100% 1005
y v v hd v k4 hd
Trromosns Buioad
S\m[mhq Resoarce Kate Valhey Mt Casy Mr Cags Walkway Tireniuna Bush Tiromazaa Bush
- Recovery Park Limitad Limned Limncd Limaed Watkway Limited
Limited Limted i

Financial Information

Set out below is certain financial information of the Target Group for the two years ended

31 December 2021:

For the years ended
31 December
2026 2021
RMB’ 000 RMB’000
(Unaudited) (Unaudited)

2,259,252 2,506,661
(18,957) (40,302)
(1,162) (12,721)

Revenue
Net Loss before taxation
Net Loss after taxation

The unaudited total assets of the Target Group as at 31 December 2021 was approximately

RMB6,993.34 million.
FINANCIAL EFFECTS OF THE DISPOSAL

Upon Cempletion, all Vendor Debt (it any} shall be discharged and settled, and the Target
Company will cease to be a subsidiary of the Company and the Group will cease to have any
interest in the Target Group. The financial results of the Target Group wiil no longer be

consolidated with the financial statements of the Group following Completion.
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For illustrative purpose and based on the exchange rate of NZ$1 = RMB4.3284 (being the
buying rate published by the Bank of China), the Disposal is expected to give rise to a gain of
approximately RMB3,061 million, calculated with reference to (x) the sum of unadjusted Initial
Purchase Price and the estimated Vendor Debt Balance, being NZ${,880 million (equivalent to
approximately HK$9,953 million), less (y)(i) the estimated Vendor Debt Balance, being NZ$788
million (equivalent to approximately HK$4,169 million), (ii) the unaudited net book value of the
Target Company attributable to the Group as at 3] December 2021, being approximately
RMB1,311 million, (iii) the estimated transaction costs, tax and expenses for the Disposal, being
approximately RMB6!1 million, and (iv) other comprehensive income adjustment of
approximately RMB2%7 million. The actual gain from the Disposal will be determined based on
the actual amount of the Consideration to be received by the Group. the financial position of the
Target Group at Completion and subject to the review and final audit by the auditors of the
Company. There will be no material impact on the overall operations of the Group as a
consequence of the Disposal.

Financial Effects on Earnings, Assets and Liabilities of the Group

Upon Completion, the income statements and balance sheet of the Target Group will no
longer be consolidated to the consolidated income statement and balance sheet of the Group
going forward. For illustrative purpose, based on the unaudited pro forma financial information
of the Remaining Group as set out in Appendix III to this circular, {i} assuming that the Disposal
had been completed on 1 January 2021, the total revenue of the Remaining Group would
decrease from RMB7,902.604,000 to RMBS5,395,943,000 in 2021, and (i1} assuming that the
Disposal had been completed on 31 December 2021, (a) the total assets of the Remaining Group
would increase from approximately RMB26,173,239,000 to approximately RMB27,239,121,000
as at 31 December 2021, and (b) the total liabilities of the Remaining Group would decrease
from approximately RMB18,456,618,000 to RMB16,180,232,000 as at 31 December 2021.

For further details, please refer to the unaudited pro forma financial information of the
Remaining Group as set out in Appendix IIT te this circular.
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USE OF PROCEEDS

The Group expects to record gross proceeds of approximately NZ$1,880 million (equivalent
to approximately HEK$9,953 million), based on the unadiusted Initial Purchase Price and
estimated Vendor Debt Balance. The unadjusted Initial Purchase Price is calculated by
(i) deducting (a) the estimated Vendor Debt Balance and (b) the estimated Cash Advance
Facility Balance determined with reference to its balance as at 31 December 2021 of NZ$20
million (equivalent to approximately HK$106 millicn) from the Enterprise Value of NZ§1,900
million (equivalent to approximately HK$10,059 million); and (ii) assuming Escrow Amount,
Completion Deductible and First Adjustment to be zero. As the Vendor Debt will be settied by
the Purchaser on Completion, the estimated Vendor Debt Balance is added to the unadjusted
Initial Purchase Price for the purpose of calculating the total gross proceeds expected to be

received by the Group.

The Group also expects to record net proceeds of approximately NZ$1,866 million
(equivalent to approximately HK$9,878 million), after deducting the related transaction costs and
expenses and tax from the Disposal. The amount of net proceeds from the Disposal, afler
repayment of the outstanding liabilities of the Vendor, including but without limitation, the
existing shareholders’ loans due from the Vendor to BCHK and the Company and the loan due
from the Vendor to BCG Chinastar in the outstanding principal amount of approximately NZ$319
million (equivalent to approximately HK$1,688 million) as at the Latest Practicable Date (if it
then becomes due or not yet repaid upon Completion) will be shared between the Company and
BCHK pro rata to their shareholding in the Vendor as to 51% and 49% respectively.

The 51% attributable to the Group in the amount of approximately HK$4,174 million,
taking into account the existing shareholders’ loan due from the Vendor to the Company, will be
used by the Group in the following manner: (i} approximately 35-40% of the net proceeds, or
approximately HK$1,460.9 million — HK$1,609.6 million, will be used for repayment of the
Group’s existing loans and liabilities as they fail due; (if) approximately 40% of the net proceeds,
or approximately HK$1,669.6 million, will be used for redemption of the cumulative perpetual
non-voting and non-convertible preference shares issued by the Company to BCHK and BCG
Chinastar on 22 December 2020, 31 December 2020 and 14 May 2021, respectively; and (i)
approximately 20-25%, or approximately HK$834.8 million — HK$1.043.5 million, will be used
for potential new investments and construction costs of the Group's existing projects. Among
which, it is expected that approximately 5% of the net proceeds, or approximately
HK$208.7 million, will be allocated for potential new investments of the Group and approximately
15-20% of the net proceeds, or approximately HK$626.1 million — HK$834.8 miilion, will be
allocated for construction costs of the Group’s existing projects.
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With a view to maintain the growth momentum of the Company’s existing business and to
solidify its strategic core competence in business synergy and market expansion, the Company
wishes to launch new kitchen waste treatment project in Nanchang which will adopt its anaerobic
digestion technology and new Phase II project in Huizhou for the expansion of the existing
operations in Huizhou involving construction of new incineration plant. The Company is
currently exploring and discussing with relevant governmental authorities and other parties on
potential investments and developments. Save as disclosed above, as at the Latest Practicable
Date, the Company has not identified any other acquisition or investment targets and has not

entered into any agreement, arrangement or undertaking to acquire any new business or assets.

In terms of existing projects, the Company intends to allocate the net proceeds for (i)
construction of new solid waste incineration power generation plant in Quanling, Nanchang for
the Group’s Nanchang Solid Wasie Incineration Power Generation Plant Phase II and (i)
construction of incineration power generation plant, and purchase and installation of machineries
under the Group’s recently acquired Zhumadian ECO-WASTE Technology Co., Ltd. (BE% J5 F#3R
BHRAERAE R A F)) and the correspoading PPP project in relation to comprehensive harmless
treatment and recycling of solid waste in Zhumadian City, Henan Province. It is currently
estimated that the construction of the new solid waste incineration power generation plant in
Quanling, Nanchang and the incineration power generation plant under the PPP project in
Zhumadian will be completed by third quarter of 2022 and fourth quarter of 2022, respectively.

REASONS FOR AND BENEFITS OF THE DISPOSAL

In 2016, the Group acquired the Targel Group, which was then the largest waste
management service provider in New Zealand, to promote its brand in overseas market and
consolidate its leadership in the environmental industry. In the past few years, the Group has
explored synergistic demands, industry integrations and collaborations between its domestic and
overseas business and has repeated]y been awarded as the Top Ten Influential Enterprises in the
solid waste industry by virtue of outstanding market influence and clear strategic positioning.
However, in light of the latest market sentiment and uncertainties in international relations, the
Company intends to focus on its waste treatment and waste-lo-energy business development in
the PRC in the long run. The Disposal, namely the disposal of the Group's entire business
segment in New Zealand, represents a good opportunity of the Group to realise 1ts overseas
investment for cash and reposition its strategic focus in the PRC. The Disposal is a key step of
the Group’s business strategy which will enable the Group to reallocate and consolidate the
capital and human resources ariginally used in the Target Group to its business development in
the PRC. In addition, as set out in the “Use of Proceeds” section ahove, a considerable amount
of the net proceeds will be used to repay the existing loans and liabilities of the Group which
will reduce the indebtedness of the Group and strengthen the financial position of the Group.

In light of the above, the Directors are of the view that the terms of the Agreement are on
normal commercial terms, fair and reasonable, and the Disposal is in the interests of the

Company and the Sharehoiders as a whole.
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VYOTING UNDERTAKING

On 3] March 2022, BCHK signed an irrevocable undertaking to the Company that it will,
after the Disposal is approved by the shareholders at the general meeting of BCPRC, vote in
favour of the relevant resolution(s) to be proposed at the EGM for approving the Disposal. On
31 March 2022, BCG Chinastar signed an irrevocable undertaking to the Company that it will
vole in favour of the relevant resolution(s) to be proposed at the EGM for approving the
Disposal. As at the Latest Praclicable Date, the number of Shares heid by BCHK and BCG
Chinastar amounted to 6,449,026,736 Shares and 3,116,767,072 Shares, respectively, representing

approximately 45.11% and 21.80% of the total issued Shares, respectively.
LISTING RULES IMPLICATIONS

As the highest applicable percentage ratio {as defined in Rule 14.07 of the Listing Rules) in
respect of the Disposal exceeds 75%. the Disposal constitutes a very substantial disposal of the
Company under Chapter 14 of the Listing Rules and is subject to the reporting, announcement,

circular and Sharcholders’ approval requirements under Chapter 14 of the Listing Rules.

None of the Directors has material interest in the Disposal and hence no Director was
required to abstain from voting on the relevant resolution{s) of the Board approving the

Agreement and the transactions contemplated thereunder.
EGM

The EGM will be convened at 6/F, Buiiding 1, Xindadu Hotel, 21 Chegongzhuang Street,
Xicheng District, Beijing, China on 14 June 2022, Tuesday at 2:30 p.m. for the purpose of the
Shareholders to consider and, if thought fit, approve the Agreement and the transactions
contemplated thereunder. A notice convening the EGM is set out on pages EGM-§ to EGM-3 of
this circular,

A form of proxy for use at the EGM is enclosed. Whether or not you intend to attend the
EGM, you are requested to complete the enclosed form of proxy in accordance with the
instructions printed thereon and return the same to the Company’s Hong Kong branch share
registrar, Tricor Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong as soon as possible and in any event not less than 48 hours before the time appointed
for holding the EGM or any adjournment thereot (as the case may be). Completion and return of
the form of proxy will not preclude you from attending and voting in person at the EGM or any
adjournment thereof if you so wish, and in such event, the form of proxy shall be deemed to be
revoked.

To the best knowledge, information and belief of the Directors and having made reasonable
enquiries, no Shareholder has a material interest in the Disposal as at the Latest Practicable Date
and as such, none of the Sharecholders are required to abstain from voting on the relevant

resolution at the EGM to approve the Disposal and the transactions contemplated thereunder.
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Pursuant to Rule 13.39(4) of the Listing Rules, any vote of Shareholders at a general
meeting of the Company must be taken by poll. Accordingly, the chairman of the EGM will
demand a poll for every resolution put to the vote at the EGM pursuant to article 66 of the
Articles of Association. Additionally, the Company will announce the results of the poll in the
manner prescribed under Rule 13.39(5) of the Listing Rules.

ADDITIONAL INFORMATION

Your attention is also drawn to the additional information set out in the appendices to this
circular, which contain further information on the Disposal and other information required to be

disclosed under the Listing Rules.
RECOMMENDATION

The Directors (including the independent non-executive Directors) consider that the terms
of the Agreement and the transactions contemplated thereunder are fair and reasonable and the
Disposal is in the interests of the Company and the Shareholders as a whole. Accordingly, the
Directors recommend all Shareholders to vote in favour of the resolutions in respect of the

Agreement and the transactions contemplated thereunder at the EGM.

Yours faithfully,
For and on behalf of the Board of
Capital Environment Holdings Limited
Cao Guoxian

Chairman
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1. FINANCIAL INFORMATION OF THE GROUP

Firancial information of the Group for each of the three years ended 31 December 2019,
2020 and 2021 are disclosed in the annual reports of the Company for the years ended
31 December 2019 {(pages 44 to 152), 2020 (pages 45 to 154) and 2021 (pages 49 10 139),
respectively, which are published on both the websites of HKExnews (www . hkexnews.hk) and
the Company (hitp:///www.cehl.com.hk/) and which can be accessed by the direct hyperlinks

below:

. annual report of the Company for the year ended 31 December 2019 (pages 44 to
152}
https://wwwl hkexnews hk/listedco/listconews/sehk/2020/0424/2020042401420.pdf

¢ annual report of the Company for the vear ended 31 December 2020 {pages 45 to
154):
https:/iwww . hkexnews. hk/listedco/listconews/sehk/2021/0427/202 104270068 5. pdf

s annual report of the Company for the year ended 31 December 2021 (pages 49 to

159):
https:/iwww1 hkexnews.hk/listedco/listconews/sehk/2022/6426/2022042601360.pdf
2. INDEBTEDNESS STATEMENT

As at 31 March 2022, being the latest practicable date for the purpose of ascertaining the
indebtedness of the Group prior to the printing of this circular, the details of the Group’s
outstanding borrowings, contingent liabilities, lease liabilities and capital commitments were set
out as follows:

Borrowings

RMB 000
Corporate bonds issued by the Group on 29 May 2020 097,993
Bank borrowings — secured and guaranteed 3.629.865
Bank borrowings ~ secured and unguaranteed 898,985
Bank borrowings - unsecured and guaranteed 2,304,436
Bank borrowings - unsecured and unguaranteed 1,915,545
Other beorrowings — secured and guaranteed 259926
Other borrowings - secured and unguaranteed 69,000
Other borrowings —~ unsecured and guaranteed 700,000
Other borrowings — unsecured and unguaranteed 2,078,865

- 1-1 =



APPENDIX I FINANCIAL INFORMATION OF THE GROUP

As at 31 March 2022, the corporate bonds issued by the Group in the carrying amount
of RMB997,993,000 was guaranteed by Beijing Capital Group Co., Ltd.

As at 31 March 2022, the Group’s bank borrowings of (i) approximately
RMRB3,453,183,000 was secured by service concession arrangements of the Group and
guaranteed by certain subsidiaries of the Group; (ii) RMB176,682,000 was guaranteed by a
subsidiary of the Group, and was secured by the leasehold land with a carrying amount of
RMRB37,338,000; (iii) approximately RMB898,985,000 was secured by service concession
arrangements of the Group; (iv) approximately RMB254,130,000 was guaranteed by a
subsidiary of the Group; {v) approximately RMB145,846,000 was guaranteed by a
subsidiary of the Group and Beijing Construction Engineering Group Co., Ltd; and {vi)
approximately RMB1,904,460,000 was guaranteed by Beijing Capital Eco-Environment
Protection Group Co., Ltd.

As at 31 March 2022, the Group's other borrowings of (i) approximately
RMB259,926,000 was secured by service concession arrangements of the Group and
guaranteed by a subsidiary of the Group; (ji) approximately RMB69,000,000 was secured
by service concession arrangements of the Group; and (iii) approximately RMB700,000,000
was guaranteed by Beijing Capital Group Co., Lid.

Contingent Liabilities

As at 31 March 2022, the Group (i) provided guarantees of approximately
RMB346,398,000 to the government authorities of New Zealand in respect of landfills,
waste collection contracts and other activities, (ii) provided performance guarantess of
approximately RMB205,825,000 to the government authorities of the People’s Republic of
China in relation to the construction and operation services according to the service
concession arrangements and (iii) had contingent liabilities of RMB38,958,000 in relation
to an arbitration with the former shareholder of Huizhou Guanghui Energy Company
Limited, a subsidiary of the Company, in connection with an equity transfer dispute. As at
the Latest Practicable Date, the arbitration is ongoing, and the Directors considered the
compensation arising from such arbitration would be limited based on the current

information.
Lease Liabilities

As at 31 March 2022, the lease liabilities of the Group amounted to approximately
RMB1,377,793,000.
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Capital Commitments

As at 31 March 2022, the Group had commitments of approximately
RMB1,096,661,000 and RMB173.555,000 in respect of the construction work under service
concession arrangements and acquisition of property. plant and equipment respectively.

Save as aforesaid or as otherwise disclosed herein, and apart [rom intra-group
liabilities and normal accounts payable in the ordinary course of business, as at 31 March
2022, the Group did not have other outstanding mortgages, charges, debentures or other
loan capital, bank overdrafts or loans, other similar indebtedness, finance lease or hire
purchase commitments, liabilities under acceptance or accepiance credits, guarantees or
other material contingent liabilities.

3. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date and to the best knowledge of the Directors, there was no
material adverse change in the financial or trading position of the Group since 31 December
2021, being the date to which the latest published consolidated financial statements of the Group

were made up.
4. WORKING CAPITAL STATEMENT

The Directors, after due and careful enquiries, are of the opinion that, in the absence of
unforeseen circumstances and after taking into account (i) the effect of the Disposal; (ii) the
financial resources available to the Group, including internally generated funds, existing banking
and other financing facilities: and (iii) the business prospects of the Group, the Group has
sufficient working capital for its business for at least the next twelve months from the date of

this circular.
5. FINANCIAL AND TRADING PROSPECTS OF THE GROUP

The Group is principally engaged in the businesses of providing waste treatment
technologies and services and specializes in technology development, design, sysiem integration,
project investment, consultancy, operation and maintenance of waste treatment facilities,
especially waste-lo-energy projects. There is no change in the Group’s principal activities since
31 December 2021, being the date to which the latest published audited conseolidated financial
statements of the Group were made up, and there is not expected to be any change to the Group’s
principal business as a result of the transactions.
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6. MATERIAL ACQUISITION OR DISPOSAL

Save for the Disposal, the Group had not carried out any material acquisition or disposal
after 31 December 2021, being the date to which the latest published audited accounts of the
Company have been made up, and up to the Latest Practicable Date,

7. SIGNIFICANT INVESTMENT

Save as disclosed above in this circular, the Group did not have any other significant
investments after 31 December 2021, and there was no plan authorised by the Board for other
material investments or additions of capital assets up to the Latest Practicable Date.

.
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UNAUDITED FINANCIAL INFORMATION OF THE TARGET GROUP

Set out below are the unaudited consclidated statements of financial position of Beijing
Capital Group NZ Investment Holding Limited (the “Target Company”) and its subsidiaries
{the “Target Group™) as at 31 December 2019, 2020 and 2021, and the related unaudited
consolidated statements of profit or loss, the unaudited consolidated statements of comprehensive
income, the unaudited consolidated statements of changes in equity and the unaudited
consclidated statements of cash flow for the years ended 31 December 2019, 2020 and 2021 (the
“Relevant Periods™), and explanatory notes (collectively referred to as the “Unaudited

Consolidated Financial Information™).

The Unaudited Consolidated Financial Information has been prepared on the basis set cut in
note 2 to the Unaudited Consolidated Financial Information below and prepared in accordance
with paragraph 14.68(2)(a)i} of the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules™).

The Unaudited Consolidated Financial Information is prepared by the Directors solely for
the purpose of inclusion in this circular in connection with the Disposal. The Company’s auditor,
Ernst & Young, was engaged to review the Unaudited Consolidated Financial Information of the
Target Group set out in pages II-2 to II-11 of this circular in accordance with Hong Kong
Standard on Review Engagements 2410, Review of Interim Financial Information Performed by
the Independent Auditor of the Entity and with reference to Practice Note 750, Review of
Financial Information under the Hong Kong Listing Rules for a Very Substantial Disposal, issued
by the Hong Kong Institute of Certified Public Accountants ("HEKICPA™).

A review is substantially less in scope than an audit conducted in accordance with Hong
Kong Siandards on Auditing and consequently does not enable the auwditor to obtain assurance
that the auditor would become aware of all significant matters that might be identified in an

audit., Accordingly, the auditor does not express an audit opinion.

Based on the review oa the Unaudited Consolidated Financial Information of the Target
Group, nothing has come to the auditor’s attention that causes them to believe that the Unaudited
Consolidated Financial Information is not prepared. in all material respects, in accordance with
the basis of preparation set out in note 2 to the Unaudited Consolidated Financial Information.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS OF THE TARGET GROUP
For the three years ended 31 December 2019, 2020 and 2021

REVENUE

Cost of sales

Gross profil

Other income and gains
Administrative expenses
Other expenses

Finance costs
Share of profits of joint ventures

PROFIT/(LOSS) BEFORE TAX

Income tax {expense)credit

PROFIT/ALOSS) FOR THE YEAR

Attributabie to:

Owners of the parent

2019
RMB
(Unaudited)

2,370,870.564

(1,617.492,282)

2020

RMB
(Unaudited)
2,259,252,954

{1,582,672,306)

2021

RMB
{Unaudited)
2,506,661,258

{1,744.858.,685)

753,378,282

6,509,656
(387,894,511)
(23,895,074
(307,063,563)

676,580,648

49,915,394
(404,701,825)
{23,367,828)
(357,141,988)

761,802,573

5,092,577
(410,393,395)
(57,289,888)
{(394,066,572)

40,918,828 39,758,321 54,552,934
81,953,618 (18,956,778) (40,301,771
(5,037,031 17,795,052 27,581,127
76,916,587 (1,161.726) (12,720.644)
76,916,587 (1,161,726} (12,720,644)
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FINANCIAL INFORMATION OF THE TARGET GROUP

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME OF THE TARGET

GROUP

For the three vears ended 31 December 2019, 2020 and 2021

PROFITHLOSS)Y FOR THE YEAR

OTHER COMPREHENSIVE INCOME

Other comprehensive income that
may be reclassified to profit or loss in
subsequent periods:

Cash flow hedges:
Effective portion of changes in fair value of
hedging instruments arising during the year

Reclassification adjustments for gains
included in the consolidated statement of
profit or loss

Income tax effect

Exchange difference:
Exchange differences on translation of

foreign operations

Net other comprehensive income that
may he reclassified to profit or loss in
subsequent periods

OTHER COMPREHENSIVE INCOME
FOR THE YEAR. NET OF TAX

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

Attributable to:
Owners of the parent

2019 2020 2021

RMB RMB RMB

{(Unaudited) (Unaudited) {Unaudited)
70,916,587 {1,161,720) (12,720.644)
(54,669,920) (10,101,978} (14,950,745)

27,336,016 14,640,755 37,703,723
7,653,622 {1,270.858} (6,839,641)

(19,680,282) 3,267,919 13,913,337
25,558,321 231,816 (113,911,677)
5,878,039 3,499,735 (99,998,340)
5,878,039 3,499,735 (99,998,340}
82,794,626 2,338,009 (112,718,984
82,794,626 2,338,009 (112,718,984}
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION OF THE TARGET GROUP

3! December 2019, 2020 and 2021

NON-CURRENT ASSETS
Property, plant and equipment
Right-of.use assets

Goodwill

Other intangible assets
Investments in joinl venlures
Prepayments

Total non-current assets

CURRENT ASSETS
Tnventories

Trade receivables
Prepayments

Tax recoverable

Assets held for sale

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Other payables and accruals

Derivative financial instruments
Interest-bearing bank borrowings

Loans from the immediate holding company
Lease liabilities

Tax payable

Other current liabilities

Total current liabilities

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

31 December
2019

RMB
(Unaudited)

£,870,335.811
1,233,699,385
2,073,561.,794
1,350,121,976

31 December
2020

RMB
{Unaudited}

1,968,375,511
1,307,577,022
2,073,754,303
£,299,632,921

31 December
2021

RMB
{(Unaudited)

1,800,230,062
1,241,928,707
1,905,119,558
1,162,719,438

451,469,316 452,529,032 401,708,189
43,652,917 42,650,361 52,735,443
7,022,241,39%  7,144.519,150  6.564.441,397
11,410,985 12,022,691 19,908,063
377,155,433 286,718,237 241,185,958
21,197,598 19,368,655 21,912,593
5,358,278 - 11,413,343
9,674,681 3.901,222 12,135,603
4,997,445 122,213,940 122,340,034
429,794,420 444,224,745 428,895,596
125,126,395 122,302,802 89,974,875
283,924,667 320,693,913 339,125,385
20,134,454 24,679,138 656,314
199,120,576 140,900,280 86,294,980
- 2991874248  2,727,867,520
52,426,570 54,411,399 74,799,226
- 1,146,692 -
28,476,804 - -
709,209,466 3,656,008,472  3,318,718,300

(279,415,046)

(3.211,783,727)

(2,889,822,704)

6,742,826,353

3,932,735.423

3,674,618,693
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FINANCIAL INFORMATION OF THE TARGET GROUP

NON-CURRENT LIABILITIES

Loans from the immediate holding company
Fease liabilities

Deferred tax lizbilities

Provision

Derivative financial instruments

Total non-current liabilities

Net assets

EQUITY

Equity attributable to owners of the parent
Share capitai

Reserves

Total equity

31 December
2019

RMB
{Unaudited)

3,523,782.911
1,176,953,661
384,466,750
223,538,419
10,172,715

31 December
2020

RMB
(Unaudited)

611,026,251
1,301,076,113
342,264,330
254,496,830
623.993

31 December
2021

RMB
{Unaudited)

605,062,357
1,347,940,108
293,271,956
217,813,350

5,321,914.456

2,509.485,517

2,364.087.771

1,420,911,897

1,423,249 906

1,310,530,922

1,139,017,695
281,894,202

1,139,017,695
284,232,211

1,139,017,695
171,513.227

1,420,911.897

1,423,249,906

1,310,530,922
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APPENDIX II  FINANCIAL INFORMATION OF THE TARGET GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY OF THE TARGET GROUP
For the three vears ended 31 December 2019, 2020 and 2021

At | January 2019 {unaudited)
Profit for the year
Other comprehensive income for the year:
Cash flow hedges, net of tax
Eschange differences on transtation of
foreign operations

Total comprehensive income for the year

Ar 31 December 2019 (unaudited)

At | January 2020 (uniudited}

Loss for the year

Qther comprehensive income for the year:
Cash flow hedges, net of tax
Exchange differences on translation of

foreign operations

Total comprehensive income for the year

At 31 December 2020 (unaudited)

Cash flow Exchange
Share  Capital note hedge fluctoation Retained Total
capital Teserve reserve reserve profits equily
RMB RMB RMB RMB RMB RMB
1.139.017,695 243,703,293 -~ (206499323 161.895,606  1,338,117.271
- - - - 76.916,587 76,916,587
- - (19,680,282 - - (19.680,282)
- - - 25,558,321 - 25,558,321
- - (19,680,282) 25,558,321 76,916,587 §2.794,626
1,139.017.695 243,703,293 (19,680,282)% (180,941,002 238,812,193 1420911.897
Cash flow Exchange
Share  Capital note hedge fluctuation Retained Total
capital reserve reserve reserve profits equidy
RMB RMB RMB RMB RMB RMB
1,139.017,695 243,703,293 {19,680,282) (180,941,002 238,812,193  1420911,8%7
- - - - (1,161,726) (1.161,726)
- P 3,267,916 - - 3,267,919
- - - 231,816 - 231,816
- - 3,267,919 231,816 {1.161,726) 2,338,009
1,139,017,685 43,703,203% (16,412,363  (186.705,186)* 237,050,407 1423249906
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Cash flow Exchange

Share  Capital note hedge flucteation Retained Total

capital reserve reserve Treserve profits equity

RAIB RAIB RMB RMB RMB RMB

At 1 January 2021 funaudiied) 1.139,017.693 243,703,293 (16415363 (180,709,186 137,650,467  1.423,249.906

Loss for the year - - - - {12,720644)  (12,720,044)
Other comprehensive ncome for the year:

Cash flow hedges, net of tax - - 15,913,337 E - 15913337
Exchange differences on translation of

foreign operations - - - (115811677 -~ (15511670

Total comprehensive income for the year - - 15,913,337 (115,811,677 (12,720,644 {112.718.984)

At 31 December 2021 (unandited) 1,139,017,693 243,703,293 (49%,026)* (296,620,863 224.929.823% |,310,530.922

Notes:

These reserve accounts comprise the consolidated reserves of RMB281,894,202, RMB284,232,21]1 and
RMB171,513,227 as at 31 December 2019, 2020 and 2021 in the unaudited consolidated statement of financial

posHion.
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FINANCIAL INFORMATION OF THE TARGET GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS OF THE TARGET GROUP

For the three years ended 31 December 2019, 2020 and 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Profit/{loss) before tax

Adjustments for:
Finance costs
Share of profits of joint ventures
Interest income
Gain on disposal of items of property,
plant and equipment
Fair value gains, net:
Derivative instruments — transaction not
qualifying as hedges
Fair value adjustment of contingent consideration
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Amortisation of other intangible assets
Impairment of trade receivables
Lmpairment of property, plant and equipment
Others

Decrease/(increase) in inventories

Decrease in trade receivables

Decreasef(inerease) in prepayments

Decrease in trade payables

{Decrease)fincrease in other payables and accruals
Decrease in provision for restoration

Others

Cash generated from operations
Tnterest received
Taxes paid

Net cash flows from operating activities

~II-8 -

2019 2020 2021

RMB RMB RMB
{Unaudited) (Unaudited) (Unaudited)
81,953,618 (18,956,778) (40,301,771}
307,063,363 357,141,988 394,066,572
{40,918,828) (39,758,321) (54,552,934)
(1,237,85 (189.090) {225.889)
{169,211) (825,186) (3,041,492)
(3,672,124) (454,615) -
(4,551,135} - -
219,277,170 237,812,639 261,286,794
40,333,515 41,967,505 59,705,089
52.053.047 50,404,027 51,746,167
221,217 6,320,155 19,418,309

- 1,076,160 -

- 1,942,357 (16,728)
050,352,975 636,480,841 688,084,117
1,698,743 (582,9906) (9.377,089)
4,116,037 80,055,291 4,087,004
16,515,344 14,950,857 (7,175,735)
(23,370,873) (2,706,826) (10,103,792)
(84.893,357) (4,547,782) 18,915,719
(5,397,330) (3,168,849} (7,054,535)
(85,798) {980.436) -
358,935,741 719,500,100 677,375,689
1,249,414 189,090 225,889
(36,895,120) {43,367,888) (42,201,754}
523,290,035 676,321,302 635,399,824
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FINANCIAL INFORMATION OF THE TARGET GROUP

CASH FLOWS FROM INVESTING ACTIVITIES
Dividends received from joint ventures
Purchases of items of property, plant and equipment
Proceeds from dispesal of items of

property, plant and equipment
Additions to ather intangible assets
Decrease/(increase) in assets held for sale
Others

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
New bank loans

Repayment of bank loans

Repayment of other loans

Principal portion of lease payments

Interest paid

Repayment of bank overdrafis

Net cash flows used in financing activities

NET INCREASE IN CASH AND

CASH EQUIVALENTS
Cash and cash equivalents at beginning of vear
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances

Cash and cash equivalents as stated in the slatement
of cash flows

- [1-9 —

2019 2020 2021

RMB RMB RMB
{(Unaudited) {(Unaudited) {Unaudited)
56,206,517 38,786,609 69,388,015
(329.262.643) (282,156,485} (294,013,201)
2.986.336 4,894 224 8,580,879

- (579.472) -

12,466,510 5512882 (9,047,611

- - 16,728
{257,603,280) {233,542,242% (225,073,280)
10,012,497 47,530,411 -

- {103,132,023) (45,650,010}
(54,615,509 (44,091,922) (37,101,154)
(32,674,350) (25,624,855) (30,095,971)
(173,226,106) (178.362,582) (286,829,326}
{12,605,675) (27,189,841 -

(263,169,143)

(330.870.812)

(399,676,461)

2,517,612 111,908,248 10,648,083
2,357,740 4,997,445 22,213,940

122,093 5,308,247 {10,521.989)
4,997,445 122,213,940 122,340,034
4,997,445 122,213,940 122,340,034
4,997,445 122,213,940 122,340,034
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NOTES TO THE UNAUDITED FINANCIAL INFORMATION OF THE TARGET GROUP
1. GENERAL INFORMATION

Capital Environment Holdings Limited (the “Company”™) is an investment holding
company and its subsidiaries (together, the “Group”) are principally engaged in the waste
treatment and waste-to-energy business.

Beljing Capital Group NZ Investment Holding Limited (the “Target Company™) is a
private limited liability company incorporated and domiciled in New Zealand and it is an indirect
subsidiary of the Company which is listed on the Main Board of The Stock Exchange of Hong
Kong Limited,

The principal activity of the Target Company and its subsidiaries (the “Target Group™)

are involved in waste management services.
2. BASIS OF PREPARATION

The unaudited consolidated financial information of the Target Group for the years ended
31 December 2019, 2020 and 2021 have been prepared in accordance with Rule 14.68(2)(a)(i) of
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules™), and solely for the purpose of inclusion in the circular of the Company in
connection with the disposal of the Target Group.

The vnaudited consolidated financial information of the Target Group has been prepared on
the historical cost basis, except for derivative financial instruments which are measured at fair
value. The unaudited financtal information of the Target Group for the years ended 31 December
2019, 2020 and 2021 {the “Relevant Periods™) have been prepared using the same accounting
policies as those adopted by the Company in the preparation of the consolidated financial
statements of the Group for the Relevant Periods. The consolidated financial statements of the
Group have been prepared in accordance with Hong Kong Financial Reperting Standards
{“HKFRSs"). These financial information are presented in Renminbi (“RMB™).

This unaudited consolidated financial information does not contain sutficient information to
constitute a complete set of financial statements as described in HKAS 1 “Presentation of
Financial Statements™ or a compleie interim financial report as defined in HKAS 34 “interim
Financial Reporting” issued by the HKICPA. Tt should be read in conjunction with the respective
annual reports of the Group for the Relevant Periods.
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The Target Group’s current liabilities exceeded current assets by RMB279.415,046,
RMB3.211.783,727 and RMB2,889,822,704 as at 31 December 2019, 2020 and 2021,
respectively. The Directors of the Company are satisfied that the Target Group will have
sufficient financial resources to meet its financial obligations as the Group have agreed to
provide adequate financial support o the Target Group in the foreseeable future. Accordingly,
the Directors have prepared the Unaudiied Consolidated Financial Information of the Target

Group on a going concern basis.
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APPENDIX II1 UNAUDITED PRO FORMA FINANCIAL
INFORMATION OF THE REMAINING GROUP

INTRODUCTION TO THE UNAUDITED PRO FORMA FINANCIAL INFORMATION

The following is an illustrative and the unaudited pro forma consolidated statement of
financial position as at 31 December 2021, the unaudited pro forma consolidated statement of
profit or loss and other comprehensive income and the unaudited pro forma consolidated
statement of cash flows for the year ended 31 December 2021 of the Group excluding the Target
Group upon the completion of the Disposal (the “Remaining Group™) {(collectively the
“Unaudited Pro Forma Financial Information™} which have been prepared to illustrate the
effect of the Disposal (i) as if the Disposal had been completed on 31 December 2021 for the
unavdited pro forma consolidated statement of financial position, and (ii) as if the Disposal had
been completed on 1 January 2021 for the unaudited pro forma consolidated statement of profit
or loss and other comprehensive income and the unaudited pro forma consolidated statement of
cash flows for the year ended 31 December 2021.

This Unaudited Pro Forma Financial Information of the Remaining Group has been
prepared by the Directors in accordance with paragraph 4.29 of Listing Rules for illustrative
purposes only, based on their judgments, estimations and assumptions, and because of its
hypothetical nature, it may not give a true picture of the financial position, the financial
performance and cash flows of the Remaining Group had the Disposal been completed as at
31 December 2021 or | January 2021, where applicable, or any future dates.

The unaudited pro forma consolidated statement of financial position of the Remaining
Group is prepared based on the audited consolidated statement of financial position of the Group
as at 31 December 2021, which has been extracted from the published annual report of the
Company for the year ended 31 December 2021, after making certain pro forma adjustments thal
are directly attributable to the Disposal and factually supportable, as set out below.

The unaudited pro forma consolidated statement of profit or loss and other comprehensive
income and upaudited pro forma consolidated statement of cash flows of the Remaining Group
are prepared based on the audited consolidated statement of profit or loss, the audited
consolidated statement of comprehensive income and the audited consolidated statement of cash
flows of the Group for the year ended 31 December 2021, which have been extracted from the
published annual report for the year ended 31 December 2021, after making certain pro forma
adjustments relating to the Disposal that are factually supportable and directly attributable to the

Disposal as set out below,
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APPENDIX I UNAUDITED PRO FORMA FINANCIAL

INFORMATION OF THE REMAINING GROUP

The Unaudited Pro Forma Financial Information shouid be read in conjunction with the
published annual report of the Company for the year ended 31 December 2021, the financial
information of the Target Group as set out in Appendix 11 to this cireular, the Company’s
announcement dated 3 April 2022 and other financial information included elsewhere in this
circular. The Unaudited Pro Forma Financial Information does not take into account the financial
effect arising from any trading or other transactions subsequent to the dates of the respective
financial statements of the companies comprising the Remaining Group.

Unaudited Pro Forma Consolidated Statement of Financial Position of the Remaining

Group

The Group as at
31 Decenther

Unaudited

pro forma
consolidated
statement of
financial
position of the
Remaining
Group as at 31

2021 Pro forma adjustments December 2021
RMB'000 RMBGO0 RMB0G0 RMB'000
Note | Note 2{a) Note 2(b)
Non-current assets
Property, plant and equipment 2.439,493 (1,800,230) 639,263
Right-of-use assets 1,310,731 (1,241,929 3,705 72,367
Goodwill 1,944,793 (1,905,120} 36,673
Other intangible assets 4,924,125 (1,162,719) 3,761,406
investments in joint ventures 401,708 {401,708) -
investments in associates 40,406 - 40,406
Trade receivables 193,676 - 193,676
Equity investments designated at fair
value through other comprenensive
income 16,665 - 16,6635
Deferred tax assets 10,503 - 16,803
Concession financial assets 5,196,419 - 5796419
Contract assets 2,707,184 - 2,707,184
Prepaymments, other receivables and
other assets 159,472 (52,735) 106,737
Pledged deposits 3,026 = 3,026
Total non-curreni asseis 19,945,501 (6,564,441) 3,705 13,384,765
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Current assets

Inventories

Concession financial assets

Contract assels

Trade receivables

Assets classified as held for sale

Prepayments, other receivables and
other assels

Derivative financial instruments

Amounts due from associates

Tax recoverable

Pledged deposits

Cash and cash equivalens

Total current assels

Current liabilities
Trade payables
Other payables and accruals
Deferred income
Derivative financial instruments
Interest-bearing bank and
olher borrowings
Lease liabilities
Amounts due to related parties
Loans from the Vendor
Tax payable
Liabilities directly asscciated with
assets classified as held for sale

Total current liabilities
Net current assets/(liabilities)

Total assets less current liabilities

The Group as al
31 December

Unaudited

pro forma
consolidated
statement of
financial
position of the
Remaining
Group as at 31

20 Pro forma adjustments December 2021
RMB'000 RMB'000 RMB 000 RMB'000
Note | Note 2(a) Note 2¢h)
66,441 (19,508) 46,533
1,131,642 - 1.131,642
208,820 - 208,820
1,444,970 (241.186) 1,203,784
492,075 {12,136) 479,939
1,157,724 (21,912) 1,135,812
1,766 - (1,766 -
1,954 - 1,054
4,881 (11,413 6,532 -
34,720 - 34,720
1,682,745 {122,340) 8,050,747 9,611,152
6,227,738 (428,893) 8,055,513 13,854,356
2,062,996 (89,975) 1,973,021
364,883 (339,125 635,018 290,776
il,404 - 11.464
5.106 (636) (1,766} 2,684
3,960,026 (86,295 3,873,731
75471 (74,799 672
9,153 - 9,153
- (2,727.868) 2,727,868 -
237,993 - 6,532 244 525
195,836 - 195,836
7,122,928 (3,318,718} 2,797,652 6,601,862
(895,190) 2,889,823 5,257,861 7,252,494
19,056,311 (3,674,618) 5,261,566 20,637,259
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Unaudited
pro forma
consolidated
statement of
financial
paosition of the
The Group as at Remaining
31 December Group as at 31
2021 Pro forma adjustments December 2021
RMB'000 RMB000 RMB 000 RMB 600
Note | Note 2(a) Note 2(b)
Non-current liabilities
Deferred income 235,726 - 235726
Loans from the Vendor - {605,002) 603,062 E
Interest-bearing bank and other
borrowings 7.770,598 - 7,770,598
Lease liabilities 1,244,235 (1,247.940) 3,705 -
Corporate bonds 996,514 - 996,514
Deferred tax liabilities 868,804 {293,272) 575,532
Provisions 217,813 (217,813 -
Total non-carrent liabilities 11,333,690 (2,364,087 608,767 9,578,370
Net assels 7,716,621 (1,310,531) 4,652,799 11,058,889
Equity
Equity attributable to equity holders of
the parent
Issued capital 1,188,219 1,188,219
Other equity instruments 1,367,694 1,367,694
Reserves 3,654,983 1,704,557 5,359,540
6,210,896 1,704,557 7,915,453
Non-controlling interests 1,505,725 1,637,711 3,143,436
Total equity 7,716,621 3,342,268 11,058,889
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Unaudited Pro Forma Consolidated Statement of Profit or Loss and Other Comprehensive

Income of the Remaining Group

Revenue
Cost of sales

Grass profit
Other income and gains
Administrative expenses
Impairment of other intangible assets
Other expenses
Finance cosls
Share of profits of:
Joint venlure
Associates

Profit belore tax
Income 1ax expenses

Profit for the year

Attributable to:

Owners of the parent

Owners of the preference shareholders
Non-conirolling interests

The Group for
the vear ended
31 December

Unaudited
pro forma
consolidated
statement of
profit or loss
and other
comprehensive
income of the
Remaining
Group [or the
year ended 31

2021 Pro forma adjustments December 2021
RMB 000 RMB G066 RMB'000 RMB 600 RMB000
Note | Note 3(a) Note 3(b) Note (e}
7,902,604 (2,506,661) 5,395,943
{5,503,267) 1,744,859 (3,760,408}
2,397,337 (761,802 1,633,535
90,325 (5.093) 3,328,903 3414137
(804,441) 410,393 (394,048)
(63,731 - (63,731
(236,673) 57,290 (179,385)
(580,502) 394,067 (321,416} (567.851)
54,553 (54,553} -
3,991 - 3,991
860,857 40,302 (321,416) 3,328,905 3,908,648
(287,718 (27,581} 32,274 {283,025
573,138 12,721 (289,142 3,328,905 3,625,623
510,746 6,488 {147,462) 1,697,741 2,067,513
53,425 - 53,425
8,968 6,233 (141,680 1,631,164 1,504,685
573,139 12,721 (289,142) 3,328,905 1,625,623
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INFORMATION OF THE REMAINING GROUP

Profit for the Year

Other comprehensive income that
may he reclassified to profit or
loss in subsequent periods:

Cash flow hedges:

Effective portion of changes in fair
value of hedging instruments

arising during the vear
g £ ¥

Reclassification adjustments for gains
included in the consolidated

statement of prefit or loss
Income tax effect

Exchange differences:

Exchange differences on transiation of

foreign operations

Net other comprehensive income
that may be reclassified (o profit
or foss in subsequeni periods

The Groug for
the year ended
I December

Unaudited
pro forma
consolidated
statement of
profit or loss
and other
comprefiensive
income of the
Remaining
Group for the
year ended 31

2621 Pro forma adjusiments December 2021
RMB'000 RMB'G00 RMB'008 RMB 604 RMB'000
Note | Note 3(2) Note 3(b} Note 3(¢)
573,139 12,73t (289,142 3,328,805 3,625,623
(12,371 14,951 2,580
45,179 (37.704) 7475
{1.088) 6.840 (248)
15,720 (15,913 9,807
(34,098) 115,911 197,114 278.929
{8,376} 99,998 197114 288,736
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The Group for
the year ended
31 December

Unaudited
pro forma
consolidated
statement of
profit or loss
and other
comprehensive
income of the
Remaining
Group for the
year ended 31

2021 Pro forma adjustments December 2021
RMB000 RMB000 RMB'000 RMB’000 RMB 000
Note | Note 3(a) Note 3(b) Note 3(c)
Other comprehensive income that
will not be reclassilied to profit
or loss in subsequent perieds:
Equity investments designaled at fair
value through other comprehensive
income:
Changes in fair value (734} - {134)
Exchange differences:
Exchange differences on translation of
the parent compary (106,197 - {106,197)
Net other comprehensive incoeme
that will not be reclassified to
profit or loss in subsequent
periods {106,931 - (106,931}
OTHER COMPREHENSIVE
INCOME FOR THE YEAR, NET
OF TAX (115,307 59,998 167,114 181,803
TOTAL COMPREHENSIVE
INCOME FOR THE YEAR 457,832 112,718 (289,142} 3,526,019 3.807.428
Attributable to:
Owners of the parent 484,072 57,487 (147,462) 1,798,270 2,182,367
Owners of the preference shareholders 53424 - 53424
Non-controlling interests {79,664) 55,232 (i41,680) 1,721,149 1,561,637
457,832 112,719 {289,142) 3,526,019 3,807,428
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UNAUDITED PRO FORMA FINANCIAL
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Unaudited Pro Forma Consolidated Statement of Cash Flows of the Remaining Group

Cash flows from operating activities

Profit before 1ax

Adiustments for:

Depreciation of property, plant and
equipment

Amertisation of other intangible assels

Depreciation of right-of-use assets

Gain on disposal of items of property,
plani and equipment

Gain on termination of a service
concession arrangement

Written-down of assets classifted as
held for sale to fair value

Guain on disposal of an associate

Impairment of prepayments, other
receivables and other assels

Impairment of trade receivables

Impairment of concession financial
assets and relevant contract assets

lmpairment of propenty, plant and
equipment

Impuirment of other intangible assets

Impairment loss recognised on
goodwill

Share of profits of joint ventures

Share of profits of associates

Interest income

Finance costs

Loss on disposal of a subsidiary

Loss on de-registration of subsidiaries

Other

Gain on the Disposal

The Group for
the year ended
31 December

Unaudiled

pro forma
censolidaied
statement of
cash flows ol
the Remaining
Group for the
year ended 31

2021 Pro forma adjustments December 2021
RMB 000 RMB 000 RMB (00 RMB000 RMB'000
Note | Note 3ta) Note 3¢d} Note 3(c)

860,857 40,302 (321416 3328905 3,908,648
301.080 (261,287 39.793
140,313 (51,746) 88,567
70,786 (59,705 1,081
(3.041) 3041 -
{18,382 - {18,382
38,879 - 28,879
(5.401) - (3401
11.406 - | 1,406
37,793 (19.41%) 18,375
7.262 - 7.262
26,632 - 26,632
63,731 - 63,731
6,766 - 6,766
154,533) 54,553 -
{3.991) - (3,991
(405,180) 226 {404,954)
580,502 (394.067) 321416 507.851
7.550 - 1350
373 - 373

- 7 17
- - (3,328,905 (3,328,905}
1,653,382 (688,084) 965,298
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UNAUDITED PRO FORMA FINANCIAL

INFORMATION OF THE REMAINING GROUP

Decrease in inventories

Increase in concession financial assels
and relevant coniract assels in
relation 1o service concession
arrangements

Increase in trade receivables

[ncrease in other contract assels

Increase in prepayments, other
receivables ung other assets

Increase in trade payables

Increase in other payables and
aceruals

Decrease in provision

increase in deferred income

Cash used in operations
Income tax paid
Interest received

Net cash flows used in operating
activities

Cash flows from investing activifies

Additions of other intangible assets in
relation to service concession
arrangements and relevant contract
assels

Purchases of items of property, plant
and equipmenl

Additions to other intangible assets

Proceeds from disposal of items of
property, plant and equipment

Increase in assets held for sale

Interest received

Acquisition of subsidiaries

The Group for
the year ended
31 December

Unaudited

pro forma
consolidated
statement of
cash flows of
the Remaining
Group for the
year ended 31

2021 Pro forma adjustments December 2021
RMB'000 RMB'000 RMB 000 RMB'000 RMB000
Note [ Note 3(a) Note 3(d) Note 3(c)
17,114 9,31 26,491
(1,712,370) - (1,712,370
(578,514 (4,087 (582,601)
{88,761) - (88,761
(34,411 7,176 (27,29%)
245,508 10,104 255,612
77,084 {(18.916) 58,168
{7,055} 7,055 -
42,476 - 42,476
{385,607) (677,375) (1,062,982
(59.464) 42,202 {17,262}
- (226) (226}
{445,071) (635,399} (1,080,470
{967,639 - (967,639)
(409,159 294,013 (115,144)
(2,539 - (2,539
9,037 (8,381) 456
(22,431) 9,048 (13,383
12,7712 - 12,772
{138,117 - (138,119

- II1I-9 -



APPENDIX 1I1

UNAUDITED PRO FORMA FINANCIAL
INFORMATION OF THE REMAINING GROUP

Disposal of a subsidiary

Disposal ef an associate

Capital injection to an asseciate
Dividend received from joint ventures
Dividends received from an associate
Decrease in time deposits

Decrease in pledged deposits

Others

Proceeds from the Disposal

Net cash {lows used in investing
activities

Cash flows from financing activities

Interest paid

Repayment of bank loans and other
barrowings

Repayment of notes payable

Principal porfion of lease payments

New bank and other borrowings

Proceeds from issue of preference
shares

Decrease of capital from a non-
controlling shareholder

Dividends paid to a non-controlling
shareholder

Capital contributien fram nen-
contrelling shareholders of
subsidiaries

Net cash flows from financing
activities

The Group for
the year ended
31 December

Unaudited

pra forma
consolidajed
statement of
cash flows of
the Remaining
Group for the
year ended 31

2021 Pro ferma adjusiments December 2021
RMB 000 RMB'000 RMB'000 RMB 000 RMB 006
Note | Noie 3({a) Nate Jd) Note 3(¢)
{1,099} - (1,099
131,260 - 131,200
(28,1213 - 28,12
69,389 (69,389 -
1.793 - 1,793
5,000 - 5,000
12,446 - 12,446
- (i (7
- - §8.521.221 §.521,221
{1,327,466) 225,074 8,521,221 7,418,829
{605,108) 286,830 {223,964 (542,242)
(2.527.650% 82751 {37,101} (2,482,000
(1,910,223 - {1,910,220)
{39,062} 30,096 (8.966)
5.823.626 - 5,823,626
50,756 - 30,756
(9,000} - (9,000
(35,460} - (35,460}
16,953 - 16,933
764,835 398,677 {261,065) 903,447
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APPENDIX III

UNAUDITED PRO FORMA FINANCIAL
INFORMATION OF THE REMAINING GROUP

Net increase/(decrease) in cash and
cash equivalents

Effect of forelgn exchange rate
changes, net

Cash and cash equivalems at
beginning of the year

Cash and cash equivalents at end of
year

Analysis of balances of cash and
cash equivalents

Cash and bank balances

Pledged deposits

Cash and cash equivalents as stated in
the statement of cash flows

The Group [or
the year ended
31 December

Unaudited
pro forma
consolidaied
statement of
cash flows of
the Remaining
Group for the
year ended 31

2021 Pro forma adjustments Decemhber 2021
RMB'000 RMB'090 RMB 000 RMB’000 RMB'000
Note Note 3(1) Nate 3id) Note 3(c)
(1,007,102) (10,648} (261,065) 8,521,221 7,241,806
(71,605) 10,522 (61,083)
2,762,052 (122,214) 2,639,838
1,682,745 {122,340y (261,065} 8,521,221 9,820,561
1,720,491 (122,340 (261,065) 8,521,221 9,858,307
(37,746) - (37,746)
1,682,745 (122,340) {261,065} 8,521,221 9,820,561
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APPENDIX III UNAUDITED PRO FORMA FINANCIAL

INFORMATION OF THE REMAINING GROUP

Motes to the Unaudited Pro Forma Financial Information

The amounts are extracted from the audited consolidated statement of financial position of
the Group as at 31 December 2021, and the audited consolidated statement of profit or loss
and other comprehensive income and the audited consolidated statement of cash flows of
the Group for the year ended 31 December 2021 as set out in the published annual report of
the Company for the year ended 31 December 2021.

The adjustment represents the exclusion of carrying amounts of assets and liabilities of the
Target Group as at 31 December 2021, assuming the disposal of the Target Group had
taken place on 31 December 2021, which are extracted from the vnaudited consolidated
financial information of the Target Group as set forth in Appendix II to this circular.

The consolidated statement of financial position of the Target Group are translated into
RMB at the approximate exchange rate of NZ$1 to RMB4.3147, for illustration purpose
only and such translation does not constitute a representation that any amount has been,
could have been, or may otherwise be exchanged or converted at the above rate.

The net cash proceed and the estimated impact on total equity of the Disposal assuming the
transaction had taken place on 31 December 2021 is calculated as follows:

Note RMB' 000
Cash consideration for share of the Target Company (1) 4,713,780
Cash consideration for the shareholder’s loan
and interest payable (1) 3,397,948
Estimated expenses directly attributable to the Disposal,
assumed to be settled by cash (if) (60,981)
Net cash proceed 8.050,747
Less: Net assets of the Target Group as at 31 December 2021 (1,310,531)
Less: Loan and interest payable repayment (iii) (3,397,948}
Add: Release of exchange reserve and hedge reserve atiributable
to the Target Group as at 31 December 2021 (iv) (297,120}
Net effect on profit for the year ended 31 December 2021 (v) 3,045,148
Net effect on other comprehensive income for the year ended
31 December 202] 297,120
Net effect on total equity as at 31 December 2021 3,342,268
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APPENDIX III UNAUDITED PRO FORMA FINANCIAL

INFORMATION OF THE REMAINING GROUP

Note RMB'000

Total equity attributable to:
Owners of the parent {vi) 1,704,557
Non-controlling interests {vi) 1,637,711

(i)

(ii)

(iii)

(v}

The cash consideration for the disposal of Target Group amounted to NZ$1,880,000,000 (approximately
RMBS.111,728,000).

Pursuant to the Agreement signed on 31 March 2022 between BCG NZ Investment Holding Limited (the
“Yendor”) and Tui Bidco Limited (the “Purchaser”) for the Disposal, the expected consideration for
100% shares of the Target Company is NZ$1,092.428,000 (equivalent to approximately
RMB4,713,780,000), and the amount of NZ$787,572,000 (equivalent 1o approximately RMB3,397,948.0003
representing existing shareholder loans and relevant interests due by the Target Group to the Vendor as at
31 December 2021 is another part of consideration payable by the Purchaser under the agreement
(collectively the “Consideration™). The Consideration does not take into account the additional loan which
is to be provided by the Vendor to the Target Group between 1 Fanuary 2022 and Completion date and the

interest accrued.

The adjustment represents professional expenses directly attributable te the Disposal which would be
recognised in the Remaining Group’s censolidated staiement of profit or ioss upon completion of the

Disposal. The adjustment is not expected to have a continuing effect en the Group.

This represents the loans and interests due by the Target Group to the Remaining Group as at 31 December
2021 to be repaid, together with cash consideration for share, as if the Disposal had taken place on

31 Becember 2021.
The adjustment represents the exchange reserve and hedge reserve attributable to the Target Group as at

31 December 2021, it would be reclassified into profit or loss ance the disposal of Target Group, as a

foreign operation, is completed.
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APPENDIX III UNAUDITED PRO FORMA FINANCIAL

INFORMATION OF THE REMAINING GROUP

3a

3b

(vy It represents the estimated net gain on the Disposal. The actual amount of gain on the Disposal may be
different from the amount described above and would be subject to carrying amounts of net assets of the
Target Group, accurnulaled amount of exchange and hedge reserve attributable to the Target Group to be
released to profit or loss and loan and interest balance of the Target Group to be repaid on the date of

completion of the Dispoesal, and also the final consideration.

{vi)  The Tuarget Company is # wholly-owned subsidiary of the Vendor and the Company holds 51% #aterests in
the Vendor, accordingly the Company holds 51% interests in the Target Group. The amounts represent $1%
of net effect of the Disposal attributable to the Company and 49% of net effect of the Disposal atiributable

to non-controlling interests, respeetively,

The adjustment represents the exclusion of operating results, reserves and cash flows of the
Target Group for the year ended 31 December 2021, assuming the Disposal had taken place
on 1 January 2021, which are extracted from the unaudited consolidated financial
information of the Target Group as set out in Appendix II to this circular.

The consolidated statement of profit or loss and other comprehensive income and
conseolidated statement of cash flows of the Target Group are translated into RMB at the
approximate exchange rate of NZ$1 to RMB4.3650, for illustration purpose only and such
translation dees not constitute a representation that any amount has been, could have been,

or may otherwise be exchanged or converted at the above rate.

The adjustment represents the reinstatement of intra-group interest income of
RMB321.,416,000 from the Target Group and income tax expense derived from the interest,

which have been eliminated at group level.
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UNAUDITED PRO FORMA FINANCIAL

INFORMATION OF THE REMAINING GROUP

3c

The estimated net gain on the Disposal assuming the transaction had taken place on

1 January 2021 is calculated as follows:

Cash consideration

Estimated expenses directly attributable to the Disposai.
assumed to be settled by cash

Less: Net assets of the Target Group as at 1 January 2021

Less: Loan and interest payable repayment

Add: Release of exchange reserve and hedge reserve

attributable to the Target Group as at 1 January 2021

Estimated gain, after tax

Net effect on profit for the year ended 31 December 202]
Net effect on other comprehensive income

for the year ended 31 December 2021
Net effect on total comprehensive income

for the year ended 31 December 2021

Attributable to:
Owners of the parent
Non-controHing interests

Note

2b
(ii)
(ifi)

(iv)

(v}
(v}

RMB000
8,582,202
(60,981}
(1,423,257
(3.571,945)
(197,114)
3,328,905

3,328,905

197,114

3,526,019

1,798,270

(i) The cash consideration for the Disposal amounted to NZ$1,880,000,000 (approximately RMBS,582,202,000

at the exchange rate of NZ§1 10 RMB4.5650).

{ii) The amount is extracted from the unaudited consolidated financial infermation of the Target Group set out

in Appendix 1I 10 this circular.

(iti)  This represents the loans and interests due by the Target Group to the Remaining Group as at 1 lanuary

2021 to be repaid, together with cash consideration for share, as if the Disposal had taken place on

t Japwary 2021.

(iv) The adjustment represents the exchange reserve and hedge reserve attributable to the Target Group to be

reclassified to profit or loss as if the Disposal had taken place on 1 January 2021.

{v)  The amounts represent 51% of net effect of the Disposal atiributable to the Company and 49% of net effect

of the Disposat attributable to non-coatretling interests, respectively.
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INFORMATION OF THE REMAINING GROUP

3d

The actual amount of gain onr the Disposal may be different from the amount described above and would be
subject to carrying amounts of net assets of the Target Greup, accumulated amount of exchange and hedge reserve
attributable to the Target Group to be released to profit or loss, toan and interest balance of the Target Group to be

repaid on the date of completion of the Disposal, and also the final consideration.

The net cash proceed assuming the Disposal had faken place on | Fanuary 2021 is caleulated as tollows:

RMB 000

Cash consideration 8,582,202
Less: Estimated expenses directly attributable to the Disposal,

assumed 1o L settled by cash (60.981)

Net cash proceed 8,521,221

The adjustment represents the reinstatement of intra-group cash flows between the
Remaining Group and the Target Group, which have been eliminated at group level.

No other adjustment has been made to reflect any trading resuits or other transactions of the
Group entered into subsequent to 31 December 2021.

The Consideration is subject to some adjustment upon some conditions, details are
disclosed in the Letter from the Board to this circular.
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INFORMATION OF THE REMAINING GROUP

INDEPENDENT REPORTING ACCOUNTANTS’ ASSURANCE REPORT ON THE
COMPILATION OF UNAUDITED PRO FORMA FINANCIAL INFORMATION

To the Directors of Capital Environment Holdings Limited

We have completed our assurance engagement to report on the compilation of pro forma
financial information of Capital Environment Holdings Limited (the “Company™) and its
subsidiaries (hereinafter collectively referred to as the “Group™) by the directors of the
Company {(the “Directors™) for illusirative purposes only. The pro forma financial information
consists of the unaudited pro forma consolidated statement ol financial position as at
31 December 2021, and the unaudited pro forma consolidated statement of profit or less and
other comprehensive income and the unaudited pro forma consolidated statement of cash flows
for the year ended 31 December 2021, and related notes as set out Appendix III of the circular
dated 26 May 2022 (the “Circular”) issued by the Company (the *“Unaudited Pro Forma
Financial Information™} in connection with the propesed disposal of the entire issued share
capital of Beijing Capital Group NZ Investment Holding Limited (the “Target Company™). The
applicable criteria on the basis of which the Directors have compiled the Unaudited Pro Forma

Financial Information are described in Appendix 11T of the Circular.

The Unaudited Pro Forma Financial Information has been compiled by the Directors to
illustrate the impact of the proposed disposal of the Group’s entire equity interest in the Target
Company (the “‘Dispesal Transaction”) on the Group’s consolidated financial position as at
31 December 2021 and the Group’s consolidated financial performance and cash flows for the
year ended 31 December 2021 as if the Disposal Transaction had taken place as at 31 December
202] and 1 January 2021, respectively. As part of this process, information about the Group’s
financial position, financial performance and cash flows has been extracted by the Directlors from
the Group's financial statements for the year ended 31 December 2021, on which an auditor’s
report has been published.

Directors’ responsibility for the Unaudited Pro Forma Financial Information

The Directors are responsible for compiling the Unaudited Pro Forma Financial Information
in accordance with paragraph 4.29 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and with reference to Accounting
Guideline (“AG™) 7 Preparation of Pro Forma Financial Information for Inclusion in Investment
Circulars issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA™}.

Qur independence and quality control

We have complied with the independence and other ethical requirements of the Code of
Ethics for Professional Accountants issued by the HKICPA, which is founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality and
professional behavior.
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Our firm applies Hoang Kong Standard on Quality Control 1 Quality Comirol for Firms that
Perform Audits and Reviews of Financial Statements, and Other Assurance and Related Services
Engagements, and accordingly maintains a comprehensive system of quality control including
documented policies and procedures regarding compliance with ethical requirements, professional
standards and applicable legal and regulatory requirements,

Reporting accountants’ responsibilities

Our responsibility is to express an opinion, as required by paragraph 4.29(7) of the Listing
Rules, on the Unaudited Pro Forma Financial Information and to report our opinion to you. We
do not accept any responsibility for any reports previously given by us on any financial
information used in the compilation of the Unaudited Pro Forma Financial Information beyond
that owed to those to whom those reports were addressed by us at the dates of their issue.

We conducted our engagement in accordance with Hong Kong Standard on Assurance
Engagements 3420 Assurance Engagements to Report on the Compilation of Pro Forma Financial
Information Included in a Prospectus issued by the HKICPA. This standard requires that the
reporting accountants plan and perform procedures to obtain reasonable assurance about whether
the Directors have compiled the Unaudited Pro Forma Financial Information in accordance with
paragraph 4.29 of the Listing Rules and with reference to AG 7 issued by the HKICPA,

For purposes of this engagement, we are not responsible for updating or reissuing any
reports or opinions on any historical financial information used in compiling the Unaudited Pro
Forma Financial Information, nor have we, in the course of this engagement, performed an audit
or review of the financial information used in compiling the Unaudited Pro Forma Financial
Information.

The purpose of the Unaudited Pro Forma Financial Information included in the Circular is
solely to tllustrate the impact of the Disposal Transaction on unadjusted financial information of
the Group as if the Disposal Transaction had been undertaken at an earlier date selected for
purposes of the illustration. Accordingly, we do not provide any assurance that the actual

outcome of the Disposal Transaction would have been as presented.
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A reasonable assurance engagement to report on whether the Unaudited Pro Forma
Financial Information has been properly compiled on the basis of the applicable criteria involves
performing procedures 1o assess whether the applicable criteria used by the Directors in the
compilation of the Unaudited Pro Forma Financial Information provide a reasonable basis for
presenting the significant effects directly attributable to the Disposal Transaction, and to obtain
sufficient appropriate evidence about whether:

. the related pro forma adjustments give appropriate effect to those criteria; and

. the Unaudited Pro Forma Financial Information retflects the proper application of
those adjustments to the unadjusted financial information.

The procedures selected depend on the reporting accountants’ judgment, having regard to
the reporting accountants’ understanding of the nature of the Group, the transaction in respect of
which the Unaudited Pro Forma PFinancial Information has been compiled, and other relevant

engagement circumstances.

The engagement also invelves evaluating the overall presentation of the Unaudited Pro

Forma Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a

basis for our opinion.
Opinion
In our opinion:

(a) the Unaudited Pro Forma Financial Information has been properly compiled on the
basis stated;

{b) such basis is consistent with the accounting policies of the Group; and

{c) the adjustments are appropriate for the purpose of the Unaudiled Pro Forma Financial
Information as disclosed pursuant to paragraph 4.29¢1) of the Listing Rules.

Ernst & Young
Certified Public Accountants
Hong Kong

26 May 2022
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APPENDIX IV MANAGEMENT DISCUSSION AND
ANALYSIS OF THE REMAINING GROUP

Upon completion of the Disposal, the Company will no loanger hold any interest in the
Target Group, the {inancial results of the Target Group will no longer be consolidated into the
consolidated financial statements of the Group, and the Remaining Group will continue to focus
on strengthening the business segment of waste treatment and wasle-to-energy business in the
PRC as its core development. The following sets out the management discussions and analysis of
the Remaining Group’s business and performance for each of the years ended 31 December 2019,
2020 and 2021. The financial data in respect of the Group. for the purpose of this circular, is
derived from the audited consolidated financial statements of the Group for each of the years
ended 31 December 2019, 2020 and 2021, respectively.

THE YEAR ENDED 31 DECEMBER 2019
Financial Results

The Remaining Group’s revenue [rom its waste (reatment and waste-to-energy business
reached RMB3,567,224,000 in 2019. Profit auributable to owners of the Remaining Group in
2019 was RMB210.853,000. The finance costs of the Remaining Group amounted to
approximately RMB268,722,000.

Business Review

In respect of results of operation, in 2019, total assets of the Remaining Group reached
RMB14,752,424,000; its turnover was RMB3,567,224,000; profit for the year was
RMB245,708,000; its net profit attributable to parent company was RMB210,853,000,

In terms of project reserves, the Remaining Group secured a toial of 78 projects (including
27 waste-to-energy projects, 9 waste landfill projects, 7 anaerobic digestion technology treatment
projects, 19 waste collection, storage and transportation projects, 9 hazardous waste trearment
projects, 2 dismantling electronic appliances waste projects and 5 biomass resources electricity
generation projects) in the PRC with a total investment of approximately RMB20,600 million, of
which the amount of RMB6,755 million has been injected before 31 December 2019. In terms of
market expansion, the Remaining Group successfully secured 15 waste treatment projects in the
mainland with a total investment of approximately RMB4.700 million and the new design can

handle 3.42 mitlion tons of domestic waste annually.

In terms of construction project, the Remaining Group continued to accelerate the
commencement of contracted projects and strived to maintain its leading quality, controllable
progress, safety-orientation, and reduced costs. It had secured 20 projects under construction and
7 projects at the planning stage, keeping its highest record since 2018. Among them, 3 projects
were completed and put iato operation, 4 projects were completed, 16 projects were steadily

under construciion.
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ANALYSIS OF THE REMAINING GROUP

In terms of operations management, the Remaining Group’s operation and trial operation
projects reached 35, Among them, there are 4 incineration projects, 6 landfill projects, 15
collection, transporiation and cleaning projects, 2 dismantling projects, 5 anaerobic projects, |
aerobic project and 2 hazardous waste treatment and transportation project, The annual domestic
waste disposal capacity was 3.968 million tons, hazardous waste disposal capacity was 8,000 tons
and the dismantling amounted to 3,140,000 units, and 7,534,000 square meters of cleaning work
was completed. The total amount of on-grid electricity provided was 316.000.000 kilowatt per
hours,

Financial Position

As at 31 December 2019, the Remaining Group had total assets amounting to approximately
RMB14.752,424,000. As at 31 December 2019, the gearing ratio (which is calculated on the basis
of total liabilities over total assets) was 74.48%. The current ratio (which is calculated on the
basis of current assets over current liabilities) was approximately 1.76 on 31 December 2019.

Financial Rescurces

The Remaining Group finances its operations primarily with internally generated cash flow,
debt financing and lean facilities from banks, As at 31 December 2019, the Remaining Group
had cash and bank balances of approximately RMB1,497,491,000. Combined with the Company’s
operating and investment plans, the current financial resources can meet the Company’s operating
and investment needs. Currently, most of the Remaining Group's cash is denominated in USS$,
HK$ and RMB.

In order to meet the financial needs of the Remaining Group’s future business development,
the Remaining Group would conduct adequate research on the change trends in the global
financing markets and capital markets, as well as make comprehensive assessment on the
strengths and weaknesses of various financing instruments, so as to utilize several sources of
funding to raise low-cost capital to finance the future investments by taking account of its short-
term, medium-term and long-term funding needs with an aim to increase the market capital of the

Remaining Group and create value for the Shareholders.
Borrowings

As at 31 December 2019, the Remaining Group had outstanding borrowings of
approximately RMB7.131,703,000. The borrowings comprised secured loans of approximately
RMB2,907,343,000 and unsecured loans of approximately RMB4,224 360,000, The borrowings
are denominated in HK$, NZ$ and RMB. Approximately 57% and 43% of the borrowings are at

fixed rate and variable rate, respectively.
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APPENDIX 1V MANAGEMENT DISCUSSION AND
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Material investments

The Remaining Group did not have any material investment or significant investment
{including any investment in an investee company with a value of 5% or more of the Company’s
total assets as at 31 December 2019) for the year ended 31 December 2019.

Material acquisitions and disposals

The Remaining Group did not have any material acquisitions and disposals for the year
ended 31 December 2019.

Foreign Exchange

The majority of the Remaining Group's sales, purchase and operating expenses were
denominated in US$, HK$ and RMB. Although the Remaining Group has been and will continue
to be exposed to foreign currency exchange risks, the Board does not expect future currency
flactuations to materially impact the Remaining Group’s operations. The management will
continue to monitor the foreign exchange exposure flexibly and engage in timely and appropriate
hedging activities when needed.

Pledge of Assets

As at 31 December 2019, the guarantees of certain banking facilities of the Remaining
Group included certain proceeds under the Remaining Group’s service franchise arrangement and
prepaid land lease payments and buildings of RMB80.807,000.

Commitment arrangements

As at 31 December 2019, the Remaining Group had commitmeni of approximately
RMB3,674,050,000 and RMB213,158,000 in respect of the construction work under service
concession arrangements and acquisition of property, plant and equipment respectively, which
were contracted but not provided for in the consolidated financial statements,

Contingent Liabilities

As at 31 December 2019, the Remaining Group did not have any material contingent
liabilities, guarantees or any litigations or ¢laims of material importance. pending or threatened
against any member of the Remaining Group that was likely to have a material and adverse effect

on our business, financial condition or results of operations.
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Employees and Emolument Policies

As at 31 December 2019, the Remaining Group had about 2,990 employees in total,
stationed mainly in Mainland China and Hong Kong. The Remaining Group’s emolument
policies, which are reviewed periodically, are linked to the performance of individual employees
and are based on the salary trends prevailing in the aforesaid regious.

Future Plans for Material Investments and Acquisition of Capital Assets

As at 31 December 2019, the Remaining Group had no future plans for any material
investments or its capital assets.

THE YEAR ENDED 31 DECEMBER 2020
Financial Results

The Remaining Group's revenue from its waste treatment and waste-to-energy business
reached RMB35.387,406,000, representing an increase of approximately 51.03% as compared to
RMB3,567,224,000 in 2019, Profit attributable to owners of the Remaining Group in 2020 was
RMB406,645,000, representing an increase of approximately 92.86% as compared (o
RMB210,853,000 in 2019. The finance costs of the Remaining Group saw an increase of
approximately 30.36% to approximately RMB350,298,000 as compared to that of 2019,

Business Review and Qutlook

In respect of resulis of operation, in 2020, total assets of the Remaining Group reached
RMB20,142,667,000, representing a year-on-year increase of 36.54%; its turnover was
RMB5,387,406,000, representing a year-on-year increase of 51.03%; profit for the year was
RMB379,297,000, representing a year-on-year increase of 34.37%: its net profit attributable to
parent company was RMB406,645,000, representing a year-on-year increase of 92.86%.

In terms of project reserves, the Remaining Group secured a total of 71 projects (including
25 waste-to-energy projects, 7 waste landfill projects, 7 anaerobic digestion technolegy treatment
projects, 18 waste cleaning, collection and transportation and comprehensive treatment projects.
10 hazardous waste treatment projects, 2 dismantling electronic appliances waste projects and 2
biomass resources electricity generation projects) in the PRC with a total investment of
approximately RMB17,900 million, of which the amount of RMB11,241 million has been
injected before 31 December 2020.
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In terms of project operations management, the Remaining Group established a coordination
mechanism at the project level to optimize the business of its existing projects. Gaining overal]
development promated by local development, the Remaining Group achieved business profit
growth and improves project operating efficiency. During the year, the Remaining Group’s 7
incineration projects in Huizhou, Ruijin, Xihua, Nanyang, Suixian, Xinxiang and Zhengyang have
gradually transferred to commercial operation stage, increasing the capacity of waste incineration
to 19,100 tons per day. As at 31 December 2020, the Remaining Group’s operation and trial
operation projects reached 46. Among them, there are 12 incineration projects, 5 lIandfill projects,
18 waste cleaning, collection and transportation and comprehensive treatment projects, 2
dismantling projects, 6 anaerobic projects and 3 hazardous waste projects. Key tasks were carried
out in an orderly manner according to its scientific management plan. The annual domestic waste
disposal was 5,192,200 tons, hazardous waste disposal was 8,600 tons, the dismantling amounted
to 2,849,200 units, and 7,151,000 square meters of cleaning work was completed. The total
amount of on-grid electricity provided was 684,000,000 kWh.

In terms of project investment and construction, the Remaining Group actively adjusted its
business portfolio and investment direction, including quality improvement in ifs existing
business, horizontal advancement in its technology-based asset-light business and realization of

high-quality developmenl in the asset-heavy business through super dimensional thinking.
Financial Pesition

As at 3] December 2020, the Remaining Group had total assets amounting to approximately
RMB20,142,667,000. As at 31 December 2020, the gearing ratio (which is calculated on the basis
of total liabilities over total assets) was 71.35%, a decrease of 3.13% from 74.48% at the end of
2019. The current ratio (which is calculated on the basis of current assets over current lLiabilities)
decreased from approximately 1.76 as at 31 December 2019 to approximately 1.10 as at
31 December 202{0.

Financial Resources

The Remaining Group finances its operations primarily with internally generated cash flow,
equity financing, debt financing and loan facilities from banks. As at 31 December 2020, the
Remaining Group had cash and bank balances of approximately RMB2,692,435,000, represenling
an increase of approximately RMB1,194.944,000 as compared to approximately
RMB1.,497,491,000 at the end of 2019. The Remaining Group’s cash and bank balances
increased as a result of the issuance of preference shares to its shareholders, BCHK and BCGC,
during the year under review. Combined with the Company’s operating and investment plans, the
prevailing financial resources could meet the Company’s operating and investment needs.
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In terms of market financing, the Remaining Group continued to expand its diversified
financing channels and successfully issued RMB1 billion corporate bonds with a coupon rate of
3.10% during the year, the lowest interest rate for a small public offering with AA+ credit rating
since 2007 on the Shanghai Stock Exchange. In addition, the Remaining Group issued cumulative
perpetual non-voting and non-convertible overseas preference shares at a par value of HKS$100
per share with a total subscription price of HK$1,570,520,000, as well as completed a round of
financing in Hong Kong amounting to HK$300 million with a one-year term at a low interest rate
of 2.89%, effectively reducing the cost of capital utilization. maintaining a steady gearing ratio

and addressing financing needs.
Borrowings

As at 31 December 2020, the Remaining Group bad outstanding borrowings of
approximately RMB8.576,245,000, representing an increase of approximately RMB1,444,542,000
as compared to approximately RMB7,131,703,000 at the end of 2019. The borrowings comprised
secured loans of approximately RMB4,413,440,000 and unsecured loans of approximately
RMB4,162,805,000. The borrowings are denominated in HK$, RMB, NZ3 and USS$.
Approximately 47% and 53% of the borrowings are at fixed rate and variable rate, respectively.

Material investments

The Remaining Group did not have any malterial investment or significant investment
(including any investment in an investee company with a value of 5% or more of the Company’s
total assets as at 31 December 2020) for the year ended 31 December 2020,

Material acquisitions and disposals

On 1 September 2020, Beijing Capital Environment Investment Limited { b3 & AIFEI I
HFR 4. F)(“Capital Investment™), an indirectly wholly-owned subsidiary of the Company,
acquired 65% interest in Wuzhong Capital Solid Environment Technology Limited (53 8 #i3R
HEBE A R ) from two third parties at a cash consideration of which RMB14,412,000 was
paid in 2020, and the remaining RMB9.412,320 will be paid once the land auction is completed.

Save as the above, the Remaining Group did not have any material acquisitions and
disposals for the year ended 31 December 2020.
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Foreign Exchange

The majority of the Remaining Group’s sales, purchase and operating expenses were
denominated in US$, HK$ and RMB. Although the Remaining Group has been and will continue
to be exposed to foreign currency exchange risks, the Board does not expect future currency
fiuctuations to materially impact the Remaining Group’s operations. The management will
continue ta monitor the foreign exchange exposure flexibly and engage in timely and appropriate
hedging activities when needed.

Pledge of Assets

As at 31 December 2020, (i) the guarantees of certain banking facilities of the Remaining
Group included certain proceeds under the Remaining Group's service franchise arrangement,
bank balances of RMB3,017,000, and leaseheold land and buildings of RMB96,176.000, (ii)
pledged bank deposits of RMB39,477,000 for service concession arrangemenis were required by
the local governments for securing the progress of certain build-operate-transfer projects; and
(iil) bank balance of RMB7,698,000 was pledged in respect of the lawsuit relating to the payment

condition for the consideration of the service concession right.
Commitment arrangements

As at 31 December 2020, the Remaining Group had commitment of approximately
RMB1.773,273,000, RMB28,121,000 and RMB87,060,000 in respect of the construction work
under service concession arrangements, capital contribution in associates and acquisition of
property, plant and equipment respectively, which were contracted but not provided for in the
consolidated financial statements.

Contingent Liabilities

As at 31 December 2020, the Remaining Group provided performance guarantees with a
total amount of RMB204,725,000 to the grantors in connection with the construction and
operation services provided according o the service concession arrangements, Save as the
aforesaid, the Remaining Group did not have any material contingent liabilities, guarantees or
any litigations or claims of material importance, pending or threatened against any member of the
Remaining Group that was likely to have a material and adverse effect on our business, financial
condition or results of operations.
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Employees and Emolument Policies

As at 31 December 2020, the Remaining Group had about 3,321 employees in toial,
stationed mainly in Mainland China and Hong Kong. The Remaining Group’s emolument
policies, which are reviewed periodically, are linked to the performance of individual employees
and are based on the salary trends prevailing in the aforesaid regions.

Future Plans for Material Investments and Acquisition of Capital Assets

As at 31 December 2020, the Remaining Group had no future plans for any material

investments or its capital assets.
THE YEAR ENDED 31 DECEMBER 2021
Financial Results

The Remaining Group’s revenue from its waste treatment and waste-to-energy business
reached RMBS5,395,943,000, representing an increase of approximately 0.16% as compared to
RMBS5,387,406,000 in 2020. Profit attributable to owners of the Remaining Group in 2021 was
RMB2,067,513,000, representing an increase of approximately 408.43% as compared to
RMB406,645,000 in 2020. The finance cosis of the Remaining Group saw an increase of
approximately 44.98% to approximately RMB507,851,000 as compared to that of 2020.

Business Review and OQutlook

In respect of results of operation, in 2021, total assets of the Remaining Group reached
RMB27,239,121,000, representing a year-on-year increase of 35.23%: its turnover was
RMB5,395,943,000, representing a year-on-year increase of 0.16%; profit for the year was
RMB3,625,623,000, representing a year-on-year increase of 855.88%; its net profit atiributable 10
parent company was RMB2,067,513,000, representing a year-on-year increase of 408.43%.

The Remaining Group had secured a total of 69 asset-heavy projects (including 26 waste-
to-energy projects, 7 waste landfill projects, 6 anaerobic digestion treatment projects, 17 waste
collection and transporiation projects, 9 hazardous waste treatment projects, 2 waste electrical
appliances dismantling projects and 2 biomass electricity generation projects) with a total
investment of approximately RMB18,790 million, of which RMBI135,308 million had been
injected as at 31 December 2021. The facilities are designed with an aggregate annual household
waste treatment capacity of approximately 14.37 million tons and annual electrical and electronic
equipment dismantling volume of approximately 3.20 million units. The said projects have
gradually entered the construction and operation period. As at 31 December 2021, there were 64
domestic projects either under construction or in operation. In terms of the asset-light business,
the Remaining Group secured a total of 13 projects in the PRC as at 31 December 2021,

including 7 environmental sanitation projects and 6 site restoration projects.
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In terms of project operations management, the Remaining Group has established a
coordination mechanism at the project level to drive profit growth and enhance operating
efficiency of its projects. During the year, incineration projects including Ruijin, Zhengyang and
Xinxiang projects, and Lushan biomass project officially commenced commercial operation upon
being approved. The volume of waste treated at our existing projects further increased, with an
additional 1,040 tons per day of waste contracted during the year. The on-grid power generation
of our waste-to-energy projects increased by 12% year on vear. In respect of subsidy collection
and adjustment. subsidy adjustments for Hangzhou kitchen waste treatment project and Lushan
waste collection and transportation project were completed. In respect of technical reform, the
Group issued the “Management Measures for the Implementation of Technical Reform™ {# L
TR ML S HEE) (o set out the process of implementing a technical reform, approved or filed 53
applications for technical reforms of projects, and completed the technical reform and

optimization of the incineration boiler in Nanchang project during the year.

In terms of project investment and construction, the Remaining Group has developed a mix
of asset-light and asset-heavy operations. In respect of the asset-heavy business, the Remaining
Group fully explored the demand for collaboration in waste treatment services, actively promoted
the investment strategy of regional collaboration and industry collaboration, and ensured the
implemeniation of waste incineration power generation projects. The Remaining Group secured
two new projects, namely the PPP project in relation to comprehensive hagmless treatment and
recycling of solid waste in Zhumadian City, Henan Province and the waste incineration power
generation project in Yingde City, Guangdong Province. In respect of the asset-light business, the
Remaining Group has been actively developing its envirommental sanitation business and site
restoration business by optimizing its investment standards, riding on market opportunities and
ensuring the implementation of key projects. The environmental sanitation business signed 7 new
projects were signed with an annual contracted service fees of approximately RMB127 million in
aggregate: and the site restoration business signed 6 new project with an aggregate contract sum
of approximately RMBI1I0 million. In addition, the Remaining Group continued to improve its
standardized investment management system and strengthen its business expansion capabilities.
Specifically, the Remaining Group (i) straightened up and improved its rules and regulations to
standardize its investment management; (ii) launched the investment execution information
system to effectuate online management of project investment; (iii) optimized its investment
estimation model and developed an online self-service estimation system: (iv) promoted
investment expansion and review standardization to improve business capabilities; (v) organized
training for investment personnel to improve the skills and capabilities of the investment team;
{vi) established a project review mechanism to provide guidance on investment management; and

{vii} established a post-investment supervision system to consolidate life-cycle management.
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Financial Position

As at 31 December 2021, the Remaining Group had total assets amounting to approximately
RMB27,239,121.,000. As at 3} December 2021, the gearing ratio (which is calculated on the basis
of total liabilities over total assets) was 59.40%, a decrease of 11.95% from 71.35% at the end of
2020. The current ratio (which is calculated on the basis of current assets over current liabilities)
increased from approximately £.10 as at 31 December 2020 to approximately 2.10 as at
31 December 202].

Financial Resources

The Remaining Group finances its operations primarily with internally generated cash flow,
equity financing, debt financing and loan facilities from banks. As at 31 December 2021, the
Remaining Group had cash and bank balances of approximately RMB9,648,898,000, representing
an increase of approximately RMBG6,956,463,000 as compared to approximately
RMB2,692,435,000 at the end of 2020. The Remaining Group’s cash and bank balances
increased primarily attributable to the proceeds {rom the Disposal and the issuance of preference
shares to its shareholders, BCHK and BCGC, during the year under review. Combined with the
Company’s operating and investment plans, the prevailing financial resources could meet the

Company's operating and investment needs.

In terms of market financing, the Remaining Group actively explored various financing
options that are beneficial to the shareholders of the Company, comprehensively considered the
short-, medium- and long-term capital needs, and utilized various financing methods to provide
sufficient funds for future investments. During the year ended 31 December 2021, the Remaining
Group continued to expand its equity financing by increasing its authorised share capital to
HKS$5,000 million (comprising HK$3,368 million of ordinary shares and HIC81,632 million of
preference shares). Meanwhile, the Remaining Group continued to approach various banks and
investment institutions, and repaid the principal of and interest on the bonds in the amount of
US$300 million during the year ended 31 December 2021, In addition, the Remaining Group
completed the refinancing of HK$700 million for various large financing facilities that were
about to mature during the year ended 31 December 2021, In 2021, the Remaining Group secured
RMB6,254 million of banking facilities in total, of which RMB2,730 million was granted to the
Remaining Group’s headquarters and RMB3,524 million was granted to various project

companies.
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Borrowings

As at 3t December 2021, the Remaining Group had outstanding borrowings of
approximately RMBI11,644,329,000, representing an increase of approximately
RMB3,068,084,000 as compared to approximately RMB8,576,245,000 at the end of 2020, The
borrowings comprised secured loans of approximately RMB7,775,457,000 and unsecured loans of
approximately RMB3,868,872.000. The borrowings are denominated in HK$, RMB, NZ$ and
US$. Approximately 27% and 73% of the borrowings are at fixed rate and variable rate,
respectively.

Material investments

The Remaining Group did not have any material investment or significant investment
(including any investment in an invesiee company with a value of 5% or more of the Company’s
total assets as at 31 December 2021) for the year ended 31 December 2021,

Material acquisitions and disposals

On 22 January 2021, Capital Investment (an indirect wholly-owned subsidiary of the
Company) as seller and Guangdong Guangye Investment Group Co., Ltd. (R AR BN EHEH
M4y 8] ){*Guangye Purchaser™) as purchaser entered into an asset and equity exchange
contract, pursuant to which Capital Investment has conditionally agreed to dispose of, and
Guangye Purchaser has conditionally agreed to purchase 46% equity interest in Shenzhen
Guangye Environmental Recycling Energy Limited ({RHIEEREBARBEETRL
Fll(“Shenzhen Guangye Environmental”) and the debt of RMB38.3212 million due from
Shenzhen Guangye Environmental to Capital Investment, and the interest thereon at a
consideration of RMBI31,200,000. Please refer to the announcement of the Company dated
22 January 202] for further details.

On § September 2021, Zhejiang ECO-WASTE Technology Co., Ltd. (L ZERERFHEE
FRZ-#]) as vendor (“Zhumadian Vendor™), Capital Investment (an indirectly wholly-owned
subsidiary of the Company) as purchaser and Zhumadian ECO-WASTE Technology Co., Ltd. (5
BIEFRBMGERER LR as target company (“Zhumadian ECQ-WASTE Technology™)
entered into an equity transfer agreement, pursuant to which Capital Investment has conditionally
agreed to acquire, and Zhumadian Vendor has conditionally agreed to sell, approximately 85.64%
equity interests in Zhumadian ECO-WASTE Technology at the consideration of approximately
RMB238.1 million. Please refer to the announcement of the Company dated 8 September 2021
for details.

Save as disclosed above, the Remaining Group did not have any material acquisitions and

disposals for the year ended 31 December 2021.
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Foreign Exchange

The majority of the Remaining Group’s sales, purchase and operating expenses were
denominated in US$, HXK$ and RMB. Although the Remaining Group has been and will continue
to be exposed to foreign currency exchange risks, the Board does not expect future currency
fluctuations to materially impact the Remaining Group’s operations. The management will
continue to moaitor the foreign exchange exposure flexibly and engage in timely and appropriate

hedging activities when needed.
Pledge of Assets

As at 31 December 2021, (i) certain banking facilities of the Remaining Group were
secured by, inter alia, certain proceeds under the Remaining Group's service concession
arrangements, bank balances of RMB3,026,000 and leasehold land and buildings of
RMB55,121,000, and {(ii) pledged bank deposits of RMB34,720,000 for service concession
arrangements were required by the local governments for securing the progress of certain build-

operate-transfer projects.
Commitment arrangements

As at 31 December 2021, the Remaining Group had commitment of approximately
RMB1,070,619,000 and RMB47,412,000 in respect of the construction work under service
concession arrangements and acquisition of property, plant and equipment respectively, which

were contracted but not provided for in the consolidated financial statements.
Contingent Liabilities

As at 31 December 2021, the Remaining Group provided performance guarantees of
approximately RMB204,605,000 to the government authorities of the PRC in respect of

construction progress and continuous operation of the projects in the PRC.
Employees and Emolument Policies

As at 3] December 2021, the Remaining Group had about 3,664 employees in iotal,
stationed mainly in Mainland China and Hong Kong. The Remaining Group’s emeclument
policies, which are reviewed periodically, are linked to the performance of individual employees

and are based on the salary trends prevailing in the aforesaid regions.
Future Plans for Material Investments and Acquisition of Capital Assets

As at 31 December 2021, the Remaining Group had no future plans for any material

investments or its capital assets.
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Group. The Directors, having made all reasonable enguiry,
confirm that to the best of their knowledge and belief the information contained in this circular is
accurate and complete in all material respects and not misleading or deceptive, and there are no
other matters the omission of which would make any statement herein or this cireular misleading,

2. DISCLOSURE OF INTERESTS
(a) Interests and shori positions of Directors and chief executive

As at the Latest Practicable Date, none of the Directors, chief executives of the
Company or their associates had any interests or short positions in any Shares, underlying
Shares and debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the $FQ) that was required to be recorded in the register maintained
by the Company pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules.

(b} Imterests and short positions of substantial shareholders

As at the Latest Practicable Date, so far as it is known to the Directors, the following
Shareholders (not being a Director or chief executive of the Company} had interests or
short position in the Shares or the underlying Shares which would fall to be disciosed io the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, which were
recorded in the register required to be kept by the Company pursuant to Section 336 of the

SFO:
Number of Shares/ Approximate
underlying Shares percentage of
Name of Sharcholders Capacity held shareholding
Beijing Capital (Hong Kong) Beneficial owner 6,449,026,736 (L) 45.11%
Limited""’
Beijing Capital Eco-Environment Interest of a controlled 6,449,026,736 (L) 45.11%
Protection Group Co., Lid, corparation
(“Beijing Capitai™)"’
BCG Chinastar International Beneficial owner 3,116,767,072 (L) 21.80%
Investment Limited'”
Beijing Capital Group Co., Ltd, Interest of contrelied 9,563,793,808 (L} 66.92%

[EEXES)

{“Beijing Capital Group™) corporations

{L) denotes a long position
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Notes:

(1) Beijing Capital (Hong Kong) Limited is a wholly-owned subsidiary of Beijing Capital. Beijing
Capital is in turn controlled by Beijing Capitai Group. As such, Beijing Capital Group and Beijing
Capital are deemed to have interest in the Shares held by Beijing Capital (Hong Kong) Limited for
the purposes of the SFQ.

(2)  BCG Chinastar International Investment Limited is the wholly-owned subsidiary of Beijjing Capital
Group. Therefore, Beijing Capital Group is deemed to be interested in the Shares held by BCG

Chinastar International Investment Limited for the purposes of the 8FO.

Save as disclosed above and so far as the Directors are aware of, as at the Latest
Practicable Date, there was no other person who had interests or short positions in the
Shares or underlying Shares which would fall to be disclosed to the Company pursuant to
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO.

The Company has no share option schemes currently in force.
3.  SERVICE CONTRACTS

As at the Latest Practicable Date, each of the executive Directors and non-executive
Director has entered into a service coniract with the Company for a term of three years, and will
continue thereafter until terminated by either party thereto giving to the other not less than three
months’ prior notice in writing. Each of the independent non-executive Directors has entered into
a letter of appointment with the Company for a term of three years. Save as disclosed above,
none of the Directors has any existing or proposed service contract with any member of the
Group (excluding contracts expiring or determinable by the Company within one year without
payment of compensation (other than statutory compensation}).

4. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors and their respective close associates
{as defined in the Listing Rules) was interested in any business, apart from the Group’s business,

which competes or is likely to compete, either directly or indirectly, with that of the Group.
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5. INTERESTS IN THE GROUP’S ASSETS OR CONTRACTS OR ARRANGEMENTS
SIGNIFICANT TO THE GROUP

As at the Latest Practicable Date, none of the Directors had any direct or indirect interest in
any assets which have been, since 31 December 2021 (being the date to which the latest
published audited accounts of the Group were made up), acquired or disposed of by or leased to
any member of the Group, or are proposed to be acqguired or disposed of by or leased to any
member of the Group.

As at the Latest Practicable Date, none of the Directors was materially interested in any

contract or arrangement which was significant in relation to the business of the Group.
6. QUALIFICATION AND CONSENT OF EXPERT

The fellowing is the qualification of the experl who has given its opinion or advice for the

inclusion in this circular:
Mame Qualification

Ernst & Young Certified Public Accountants

The above expert has given and has not withdrawn its written consent to the issue of this
circular with the inclusion of its letter, report, opinion (as the case may be) and the references to
its name (including its qualification) in the form and context in which they respectively appear.

As at the Latest Practicable Date, the above expert did not have any sharcholding in any
member of the Group or any right {whether legally enforceable or not) to subscribe for or to
nominate persons to subscribe for securities in any member of the Group, nor did it have any
direct or indirect interests in any assets which had been, since the date to which the latest
published audited consolidated financial statements to which the Group were made up, acquired
or disposed of by or leased to any member of the Group, or were proposed to be acquired or
disposed of by or leased to any member of the Group.

7.  LITIGATION

As at the Latest Practicable Date, neither the Company nor any of its subsidiaries was
involved in any litigation or arbitration of material importance and no litigation or claim of
material importance known to the Directors to be pending or threatened by or against the
Company or any of its subsidiaries.
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8.

MATERIAL CONTRACTS

The following material contracts (not being contracts in the ordinary course of business)

have been entered into by members of the Group within the two years preceding the date of this

circular and up to the Latest Practicable Date and are or may be material:

9.

(a)

(b)

(c)

(d)

the agreement entered into on 1 September 2020 by Capital Investment (an indirectly
wholly-owned subsidiary of the Company) in relation to the acquisition of a 65%
interest in Wuzhong Capital Solid Environment Technology Limited (5 85 fh IR 1R
HAHRAHR) from Lin Jing and Wang Lei at a cash consideration of which
RMB14,412,000 was paid in 2020, and the remaining RMB9,412,320 will be paid
once the land auction is completed,

the subscription agreement dated 29 September 2020 entered inte among the
Company, BCHK and BCGC in relation to issuance of the cumulative perpetual non-
voting and non-convertible offshore preference shares of par value of HK$100 each at
the subscription price of HK§1,631,620,000 in aggregate;

the asset and equity exchange contract dated 22 January 202! entered into between
Capital Investment as seller and Guangye Purchaser as purchaser in relation to the
disposal of the 46% equity interest in Shenzhen Guangye Environmental and the debt
of RMB38.3212 million due from Shenzhen Guangye Environmental to Capital
Investment by Capital Investment at an aggregate consideration of RMB131,200,000;

the equity transfer agreement dated 8 September 2021 entered into among Zhumadian
Vendor as vendor, Capital Investment as purchaser and Zhumadian ECO-WASTE
Technology as larget company in relation to the acquisition of approximately 85.64%
of the equity interests in Zhumadian ECO-WASTE Technolegy at a consideration of
RMB238.1 million; and

(ey the Agreement.
MISCELLANEOUS
(a) The Company’s registered office is at Cricket Square, Hutchins Drive, P.O. Box 2681,

(b)

Grand Cayman KY1-1111, Cayman Islands.

The Company’s principal place of business is at Unit 1613-1618, 16/F, Bank of
America Tower, 12 Harcourt Road, Central, Hong Kong.
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{c)

(d)

{e)

The share registrar of the Company in the Cayman Islands is Suntera (Cayman)
Limited, Suite 3204, Unit 2A, Block 3 Building D, P.O. Box 1586, Gardenia Court,
Camana Bay, Grand Cayman KYI-1100, Cayman Islands.

The share registrar of the Company in Hong Kong is Tricor Investor Services Limited,

Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

The company secretary of the Company is Ms. Wong Bing Ni, who is a fellow
member of the Hong Kong Institute of Certified Public Accountants, the Association
of Chartered Certified Accountants and the Hong Kong Institute of Chartered
Secretaries and an associate member of the Institute of Chartered Secretaries and

Administrators and holds a master degree in professional accounting.

10. DOCUMENTS ON DISPLAY

The following documents will be available on {i) the website of the Company

(www.cehl.com.hk) and (ii) the website of the Stock Exchange {www.hkex.com.hk) during the

period of 14 days from the date of this circular:

(a)

(b)

{c)

(d)

the Agreement;

the report from Ernst & Young on the unaudited financial information of the Target

Group, the text of which is set out in Appendix II to this circular;

the report from Ernst & Young on the unaudited pro forma financial information of
the Remaining Group, the text of which is set out in Appendix III to this circular; and

the expert consent letter referred to in the section headed “Qualification and Consent
of Expert” in Appendix V.



NOTICE OF EGM

CAPITAL ENVIRONMENT HOLDINGS LIMITED
BERIREEZERBRAF

{Incorporated In Caymaan Islands with limited liability)
(Stock Code: 03989)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the “EGM") of
Capital Environment Holdings Limited (the “Cempany”) will be held at 6/F, Building 1,
Xindadu Hotel, 21 Chegongzhuang Street, Xicheng District, Beijing, China on 14 June 2022,
Tuesday at 2:30 p.m. for the purpose of considering and, if thought fit, passing the following

resolutions, with or without ameadments, as an ordinary resolution of the Company.

Capitalised terms used in this notice shall have the same meanings as those defined in the
EGM circular of the Company dated 26 May 2022 1o the Shareholders unless otherwise specified.

ORDINARY RESOLUTION

“THAT the Agreement (a copy of which has been tabled at the meeting marked “A™ and
initialled by the chairman of the meeting for idemtification purpose) and the transactions
contemplated thereunder, be and are hereby approved, ratified and confirmed. and any one
Director be and is hereby authorised to do all such acts and things as such Director in his/her
sole and absolute discretion deems necessary, desirable or expedient to implement, give effect to
and/or complete the Agreement and the transactions contemplated thereunder.”

By Order of the Board
Capital Environment Holdings Limited
Cao Guoxian
Chairman

Hong Kong, 26 May 2022

As at the date of this notice, the Board comprises three executive Directors, namely
Mr. Cao Guoxian, Mr. Li Fujing and Mr. Li Qingsong; one non-executive Director, namely
Ms. Hao Chunmei; and three independent non-executive Directors, namely, Mr. Pao Ping Wing,
Mr. Cheng Kai Tai, Allen and Dr. Chan Yee Wah, Eva
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Notes:

1. A form of proxy for use at the EGM is enclosed with the EGM circular of the Company dated 26 May 2022 to the
Sharcholders.

2. Where there are jeint registered helders of any share, any one of such persons may vote at the EGM, either

personally er by proxy, in respect of such share as if he were solely entitled thereto, but if more than one of such
joint holders are present a1 the EGM personally or by proxy, that one of the said persons so present whose name
stands first on the register of members of the Company shall. in respect of such share, be entitled alone to vote in

respect thereof.

3. Any member of the Company entitled to attend and vote at the EGM is entitled to appoint & proxy to attend and
vote instead of him/her. A proxy need not be a member of the Company. A member who is the holder of two or
more shares of the Company may appoint more than one proxy to represent him/her to attend and vote on his/her
behalf, [f more than one proxy is so appointed, the appointment shall specify the number and class of shares in

respect of which each such proxy is so appointed.

4. The register of members of the Company will be closed from 9 Junc 2022, Tharsday, to 14 June 2022, Tuesday,
both days inclusive, during which period no wransfer of shares of the Company will be effected. As such, zll
transfer forms accompanied by the relevant share certificates must be lodged with the Company’s share registrar in
Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong
not later than 4:30 p.m. on 8 June 2022, Wednesday for the purpose of determining shareholders® eligibility to

attend and vote at the EGM,

3. In erder to be valid, the instrument appointing & proxy and the power of attorney or other authority, if any, under
which it is signed, or a noetarially certified copy of such power of attorney cor authority, must be deposited at the
Company’s share registrar in Hong Kong, Tricor Investor Services Limited Level 54, Hopewell Centre, 183
Queen’s Road Euast, Hong Kong not less than 48 hours before the time fixed tor holding the EGM or any

adjournment thereof.
6. Completion and return of a proxy form will not preclude a sharcholder from atending and voting in person if
he/she is subsequently able to be present and, in such event, the instrument appeinting a proxy shall be deemed to

be revoked.

7. In view of the engoing COVID-19 situation, the Company reserves the right 10 take the following precautionary
measures as may be appropriate at the EGM:

. All attendees will be required to uadergo a temperature check and sign a health declaration form {which
may also be used for the purposcs of coniact tracing if required) before entering the EGM venue. Any

person with a body temperature of over 37.4 degrees Celsius will not be permitted to attend the EGM.

. Compulsery wearing of sorgical face masks by attendees inside the EGM venue at all times, and two

maintain a safe distance between scats.

. All attendees shall provide proof of negative nucleic acid test results issued within 48 hours, and scan and
present the “Beijing Health Kit” (ALt {ZE ) green code.

. All attendees MUST wash and sanitize before entry to the EGM and as frequently as possible.

- EGM-2 -



NOTICE OF EGM

. All autendees shall avoid overcrowding and body contact. Attendees should keep a distance of one meter

between each other.
. No refreshments will be served at the EGM,

Any person who does not comply with the precautionary measures may be denied entry into the EGM venue.
Members are reminded that they may appoint the chairman of the EGM as their proxy to vote on the relevant

resolution al the EGM as an alternative to attending the EGM in person.

Subject to the development of the COVID-19 pandemic, the Company may be required to change the meeting
arrangements for the EGM at short notice. Shareholders are advised 1o check the websites of Hong Kong
Exchanges and Clearing Limited (www.hkexnews.hk) for further annrounrcement(s) and update(s) on such

arrangements and/or further special measures to be taken.

The translation into Chinese langnage of this aotice is for reference only. In case of any inconsistency, the English

version shall prevail.

- EGM-3 ~




CAPITAL ENVIRONMENT HOLDINGS LIMITED
BERIRREEZERERAE

(Incorporated in Cayman Islands with limited liability)
(Stock Code: 03989)

PROXY FORM FOR THE EXTRAORDINARY GENERAL MEETING
TO BE HELD ON TUESDAY, 14 JUNE 2022
(AND AT ANY ADJOURNMENT THEREOF)

/We!

of

being the registered holder(s) of share(s)® of
HK$0.10 each in the share capital of Capital Environment Holdings Limited (the “Company”), HEREBY APPOINT THE CHAIRMAN OF
THE EXTRAORDINARY GENERAL MEETING (the “Meeting™), or’
of

to act as my/our proxy to attend and vote for me/us and on my/our behalf at the Meeting to be held at 6/F, Building 1, Xindadu Hotel. 21
Chegongzhuang Street, Xicheng District, Beijing, China, Tuesday, 14 June 2022 at 2:30 p.m. (or at any adjournment thereof) for the purpose
of considering, if thought fit, passing with or without modifications, the proposed resolutions as set out in the notice convening the Meeting
(the ““Notice™) as hereunder indicated, or, if no such indication is given, as my/our proxy thinks fit and on any other resolution properly put to
the Meeting.

Terms used in this form of proxy shall have the same meanings as defined in the Notice of EGM dated 26 May 2022 unless the context
requires otherwise.

ORDINARY RESOLUTION® For* Against?

N To approve the Agreement dated 31 March 2022 entered into between the Vendor
and the Purchaser in respect of the Disposal and the transactions contemplated
thereunder and authorise any one Director to do all such acts and things as such
Director in his/her sole and absolute discretion deems necessary, desirable or
expedient to implement, give effect to and/or complete the Agreement and the
transactions contemplated thereunder.

Dated Shareholder’s Signature:

Notes:

1. Full name(s) and address(es) to be inserted in BLOCK CAPITALS. The names of all joint holders should be stated.

2. Please insert the number of shares of HK$0.10 each in the share capital of the Company registered in your name(s). If no number is inserted, this
form of proxy will be deemed to relate to all the shares in the Company registered in your name(s).

3. If any proxy other than the Chairman of the Meeting is preferred, delete words “THE CHAIRMAN OF THE EXTRAORDINARY GENERAL
MEETING™ and insert the name and address of the proxy desired in the space provided.

4. IMPORTANT: IF YOU WISH TO VOTE FOR ANY RESOLUTIONS, TICK THE BOX MARKED “FOR”. IF YOU WISH TO VOTE

AGAINST ANY RESOLUTIONS, TICK THE BOX MARKED “AGAINST". Failure to tick a box will entitle your proxy to cast your vote at
his discretion. Your proxy will also be entitled to vote at his discretion on any resolution properly put to the Meeting (or any adjournment
thereof) other than those referred to in the notice convening the Meeting.

5. The description of the resolutions are by way of summary only. The full text appears in the Notice.

6. To be valid, the proxy form, together with a power of attorney or other authority, if any, under which it is signed, or a notarially certified copy
of such power or authority, must be lodged at the Company’s branch share registrar and transfer office in Hong Kong, Tricor Investor Services
Limited, at Level 34, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours before the time fixed for holding
the Meeting or any adjournment thereof.

7. This proxy form must be signed by you or your attorney duly authorised in writing or in the case of a corporation must cither be exccuted under
its common seal or under the hand of an officer or attorney or other person duly authorised.

8. Where there are joint holders of a share of the Company, any one of such joint holders may vote at the Meeting, either in person or by proxy, in
respect of such share as if he were solely entitled thereto, but if more than one of such joint holders be present at the Meeting in person or by
proxy. the one of such joint holders so present whose name stands first on the register of members of the Company in respect of such share shall
be accepted to the exclusion of the votes of the other joint holders, and such person alone be entitled to vote in respect of the joint holding

thereof.
9. The proxy need not be a member of the Company but must attend the Meeting in person (o represent you.
10. Completion and return of this proxy form will not preclude you from attending and voting in person at the Meeting or at any adjournment thereof

if you so desire and, in such event, the appointed proxy shall be deemed to have been revoked.
il ANY ALTERATION MADE TO THIS PROXY FORM MUST BE INITIALLED BY THE PERSON WHO SIGNS IT.



Tel BiF: 1852 2846 9688
Fax MEL: +852 2868 4432
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Ernst & Young

27/F, One Tatkoo Place
979 King's Road
Quarry Bay, Hong Kong

INDEPENDENT REPORTING ACCOUNTANTS' ASSURANCE REPORT ON THE COMPILATION
OF UNAUDITED PRO FORMA FINANCIAL INFORMATION

To the Directors of Capital Environment Holdings Limited

We have completed our assurance engagement to report on the compilation of pro forma financial
information of Capital Environment Holdings Limited (the "Company™) and its subsidiaries
(hereinafter collectively referred to as the "Group’) by the directors of the Company (the
“Directors") for illustrative purposes only. The pro forma financial information consists of the
unaudited pro forma consolidated statement of financial position as at 31 December 2021, and the
unaudited pro forma consolidated staiement of profit or luss and other comprehensive income and
the unaudited pro forma consolidated statement of cash flows for the year ended 31 December
2021, and related notes as set out Appendix Ill of the circular dated 26 May 2022 {the “Circutar™)
issued by the Company (the "Unaudited Pro Forma Financial Information”) in connection with the
proposed disposal of the entire issued share capital of Beijing Capital Group NZ investment Holding
Limited (the “Target Company™). The applicable criteria on the basis of which the Directors have
compiled the Unaudited Pro Forma Financial Information are described in Appendix Il of the
Circular.

The Unaudited Pro Forma Financial Information has been compiled by the Directors to illustrate
the impact of the proposed disposal of the Group's entire equity interest in the Target Company
(the “Disposal Transaction™) on the Group's conselidated financial position as at 31 December 2021
and the Group's consolidated financial performance and cash flows for the year ended 31 December
2021 as if the Disposal Transaction had taken place as at 31 December 2021 and 1 January 2021,
respectively. As part of this process, information about the Group's financial position, financiai
performance and cash flows has been extracted by the Directors from the Group's financiatl
statements for the year ended 31 December 2021, on which an auditor's report has been published.

Directors' responsibliity for the Unaudited Pro Forma Financial Information

The Directors are responsible for compifing the Unaudited Pro Forma Financial Information in
accordance with paragraph 4.29 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules") and with reference to Accounting Guideline
("AG"YT Preparation of Pro Forma Financial Information for Inclusion in Investment Circulars issued
by the Hong Kong institute of Certified Public Accountants (the “HKICPA™).

A empmber firm of Erost & Yourq Global Limited
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Qur independence and quality control

We have complied with the independence and other ethical requirements of the Code of Ethics for
Professional Accountants issued by the HKICPA, which is founded on fundamental principles of
integrity, objectivity, professional competence and due care, confidentiality and professional
behavior.

Our firm applies Hong Kong Standard on Quality Control 1 Quality Control for Firms that Perform
Audits and Reviews of Financial Statements, and Other Assurance and Related Services
Engagements, and accordingly maintains a comprehensive system of quality control including
documented policies and procedures regarding compliance with ethical requirements, professional
standards and applicable legal and regulatory requirements,

Reporting accountants’ responsibilities

Our responsibility is to express an opinion, as required by paragraph 4.29(7) of the Listing Rules,
on the Unaudited Pro Forma Financial Information and to report our opinion to you. We do not
accept any responsibility for any reports previously given by us on any financial information used
in the compilation of the Unaudited Pro Forma Financial Information beyond that ewed to those to
whom those reports were addressed by us at the dates of their issue.

We conducted our engagement in accordance with Hong Kong Standard on Assurance
Engagements 3420 Assurance Engagements to Report on the Compifation of Pro Forma Financial
Information Included in a Prospectus issued by the HKICPA, This standard requires that the
reporting accountants plan and perform procedures to obtain reasonable assurance about whether
the Directors have compiled the Unaudited Pro Forma Financial Information in accordance with
paragraph 4.29 of the Listing Rules and with reference to AG 7 issued by the HKICPA.

For purposes of this engagement, we are not responsible for updating or reissuing any reports or
opiniens on any historical financial information used in compiling the Unaudited Pro Forma
Financial Information, nor have we, in the course of this engagement, performed an audit or review
of the financial information used in compiling the Unaudited Pro Forma Financial Information.

The purpose of the Unaudited Pro Forma Financial Information included in the Circular is solely to
iflustrate the impact of the Disposal Transaction on unadjusted financial information of the Group
as if the Disposal Transaction had been undertaken at an earlier date selected for purposes of the
illustration. Accerdingly, we do not provide any assurance that the actual outcome of the Disposal
Transaction would have been as presented.

ieprber P ot ot B Yogray Gendief Limited!
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A reasonable assurance engagement to report on whether the Unaudited Pro Forma Financial
Information has been properly complied on the basis of the appilcable criteria involves performing
procedures to assess whether the applicable criterla used by the Directors in the compitation of
the Unaudited Pro Forma Financial Informatlon provide a reasonable basls for presenting the
significant effects directly attributable to the Disposal Transaction, and to obtaln sufficient
appropriate evidence about whether:

« the related pro forma adjustments give appropriate effect to those criteria; and
« the Unaudited Pro Foerma Financlal Information refiects the proper application of those
adjustments to the unadjusted financial Information.

The procedures selected depend on the reporting accountants’ judgment, having regard to the
reporting accountants' understanding of the nature of the Group, the transaction in respect of

which the Unaudited Pro Forma Financial information has been compiled, and other relevant
engagement circumstances.

The engagement also involves evaluating the overall presentation of the Unaudited Pro Forma
Financial Information.

We believe that the evidence we have obtained Is sufficient and appropriate to provide a basis for

our opinion.
Opinion

In our opinion:

(a) the Unaudited Pro Forma Financial Information has been properly compited on the basis
stated;
(b) such basis Is consistent with the accounting policles of the Group; and

() the adjustments are appropriate for the purpose of the Unaudited Pro Forma Financial
Information as disclosed pursuant to paragraph 4.29(1) of the Listing Rules.

bt b
Certified Public Accountant

Hong Kong

26 May 2022

A merher Hem of Frest & Yeung Global Lorited



Beijing Capital Group NZ Investment Holding Limited

Unaudited Consolidated Financial information

For the years ended 31 December 2019, 2020 and 2021
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Report on Review of FInancial information of Beljing Capital Group NZ Investment Holding Limited

To the board of directors of Capital Environment Holdings Limited

Intreduction

We have reviewed the financial information set out on pages 2 to 17, which comprise the consolidated
statements of financial position of Beijing Capital Group NZ Investment Holding Limited (the "Target Company”)
and its subsidiaries (the “Target Group™ as of 31 December 2019, 2020 and 2021 and the related consolidated
statements of profit or loss, comprehensive income, changes in equity and cash flows for the years ended 31
December 2019, 2020 and 2021 {the “Relevant Periods"), and explanatory notes (collectively referred to as
the “consolidated financial information™). The conselidated financial information has been prepared solely for
the purpose of inclusion in the circular to be issued by Capital Environment Holdings Limited (the "lssuer”) in
connection with the disposal of Befjing Capital Group NZ Investment Holding Limited in accordance with
paragraph 68(2)(a)(i} of Chapter 14 of the Rules Govemning the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules").

The directors of the |ssuer are responsible for the preparation and presentation of the consolidated financial
information of the Target Group in accordance with the basis of preparation set out in note 2 to the financial
information and the Listing Rule 14.68(2)(a)(i}. The directors are also responsible for such internal control as
management determines is necessary to enable the preparation of consolidated financial information that is
free from material misstatement, whether due to fraud or error, The consolidated financial information does not
contain sufficient information to constitute a complete set of financial statements as defined in Hong Kong
Accounting Standard 1 "Presentation of Financial Statements” or an interim financial report as defined in Hong
Kong Accounting Standard 34 "Interim Financial Reporting” issued by Hong Kong institute of Certified Public
Accountants. Our responsibility is 1o express a conclusion on this financial information based on our review.
Qur responsibility is to express a conclusion on the financial information based on our review.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410, "Review of
Interim Financial Information Performed by the Independent Auditor of the Entity” and with reference to Practice
Note 750 "Review of Financial information under the Hong Kong Listing Rules for a Very Substantial Disposal®
issued by the Hong Kong Institute of Certified Public Accountants {(*HKICPA™). A review of the financial
information consists of making inquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing and consequently dogs not enable us to
obtain assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audil opinion.

Conclusion
Based on our review, nolhing has come to our atlention that causes us to believe that the consolidated financial

information is not prepared, in ail malerial respecls, in accordance with the basis of preparation set out in note
2 to the financial information.

Certified Public Accountants
Hong Kong

26 May 2022

A member linm of Emst & Young Glotal Lumuted




Beijing Capital Group NZ Investment Holding Limited

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS
For the years ended 31 December 2019, 2020 and 2021

REVENUE

Cost of sales

Gross profit

Other income and gains
Administrative expenses

Other expenses

Finance costs

Share of profits of joint ventures
PROF{T/(LOSS) BEFORE TAX
Income tax (expense)/credit

PROFIT/(LOSS) FOR THE YEAR

Attributable to:
Owners of the parent

Notes

2019

RMB
{Unaudited)

2,370,870,564

(1.617.492.282)

2020
RMB
(Unaudited)
2,259,252,954

(1.582.672.306)

2021

RMB
{Unaudited}

2,506,661,258

(1,744,858,685)

753,378,282

6,509,656
( 387,894,511)
(  23,895,074)
( 307,063,563)

676,580,648

49,915,894
404,701,825)
( 23,367,828)
( 357,141,988)

—

761,802,573

5,092,577
( 410,393,395)
( 57.289,888)
( 394,066,572)

40,918,828 39,758,321 54,552,934
81,953,618 ( 18,056,778) ( 40,301,771
(___5.037,031) 17.795,052 27.581.127
76.916,587 (___ 1.161.726) (__12.720.644)
76916587  (___1.161.726) (__12.720.644)




Beijing Capital Group NZ Investmeni Holding Limited

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the years ended 31 December 2019, 2020 and 2021

PROFITH{LOSS) FOR THE YEAR
OTHER COMPREHENSIVE INCOME

Other comprehensive income thal may be reclassified to
profit or loss in subsequent periods:

Cash flow hedges:
Effective portion of changes in fair value of hedging
instruments arising during the year
Reclassification adjustments for gains included in the
consolidated statement of profit or loss
Income tax effect

Exchange difference:
Exchange differences on translation of
foreign operations

Net other comprehensive income that may be reclassified
to profit or loss in subseguent periods

OTHER COMPREHENSIVE INCOME FOR THE YEAR,
NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Altributable to:
Owners of the parent

2019 2020 2021

RMB RMB RMB
(Unaudited} (Unaudited) {Unaudited)
16,916,587  (1.161.726) (12.720,644)
(54,669,920) (10,101,978) ( 14,950,745)
27,336,016 14,640,755 37,703,723
7,653,622  (_1.270,858) (. 6,839.641)
{19,680,282) 3,267,919 15,913,337
25,558,321 231,816 (115.911.677)
5.878,039 3499735 (_99,998.340)
5,878,039 3,499,735 (_99,998,340)
82794626 2338000 (112.718.984)
82,794,626 -2.238.000 (112.718.984)



Beijing Capital Group NZ Investment Holding Limited

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

31 December 2019, 2020 and 2021

Notes

NON-CURRENT ASSETS

Property, plant and equipment 8
Right-of-use assels

Goodwill

Other intangible assets

Investments in joint veniures

Prepayments

Total non-current assets

CURRENT ASSETS

Inventories

Trade receivables 9
Prepayments

Tax recoverable

Assets held for sale

Cash and cash equivalents

Total current assets

31 December

2019

RMB
(Unaudited)

1,870,335,811
1,233,699,585
2,073,561,794
1,350,121,976
451,469,316
43,052,917

31 December
2020

RMB
(Unaudited)

1,968,375,511
1,307,577,022
2,073,754,303
1,299,632,921
452,529,032
42,650,361

31 December

2021

RMB
(Unaudited)

1,800,230,062
1,241,928,707
1,805,119,558
1,162,719,438
401,708,189
52,735,443

7.022.241.3989

7.144.519.150

6,564,441,397

11,410,985
377,155,433
21,197,598
5,358,278
9,674,681
4,997,445

429,794,420

12,022,691
286,718,237
19,368,655

3,901,222
122.213.940

444,224 745

18,908,063
241,185,958
21,812,585
11,413,343
12,135,603
122.340.034

428,895,596

er—————————L———

continued/...



Beijing Capital Group NZ Investment Molding Limited

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (continued)

31 December 2019, 2020 and 2021

Notes

CURRENT LIABILITIES

Trade payables 10
Other payables and accruals

Derivative financial instruments

Interest-bearing bank borrowings 1
Loans from the immediate holding company 12
Lease liabilities

Tax payable

Other current liabilities

Total current liabilities
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES

Loans from the immediate holding company 12
Lease liabilities

Deferred tax liabilities

Provision

Derivative financial instruments

Total non-current liabilities

Net assets

EQUITY

Equity attributable to owners of the parent

Share capital 13
Reserves

Total equity

31 December

31 December

31 December

2019 2020 2021
RMB RMB RMB
(Unaudited) (Unaudited) {Unaudited)
125,126,395 122,302,802 89,974,875
283,924,667 320,693,913 339,125,385
20,134,454 24,679,138 656,314
199,120,576 140,900,280 86,294,980
- 2,991,874,248  2,727,867,520
52,426,570 54,411,398 74,799,226
- 1,146,892 -
28,476.804 - -
709,209,468  3.656.008,472  3,318,718,300

(_279.415.046)

6,742,826,353

3,523,782,911
1,179,953,661
384,466,750
223,538,418
10,172,715

(3.211,783.727)

3.,932.735.423

611,026,251
1,301,076,113
342,260,330
254,496,830
625,993

(2.889,822,704)

3,674,618 693

605,062,357
1,247,940,108
293,271,956
217,813,350

5,321.914,456

2.509,485,517

1.420,911,897

1,138,017,895
281,894,202

1.420,911,807

1.423,240,906

1,139,017,695
284,232 211

1.423,249,906

2,364,087 771

1.310,530,922

1,139,017,695
171,513,227

1310530922



Beijing Capital Group NZ Envestmant Holding Limited

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the years ended 31 December 2019, 2020 and 2021

At 1 January 2019 {unaudited}
Profit for the year

GCther comprehensive income for the year:

Cash flow hedges, net of tax
Exchange diferences on franslation of
foreign operations
Total comprehensive income for the year

At 31 December 2019 (unaudited)

At 1 January 2020 {unaudited)
Loss for the year

Other comprehensive income for the year:

Cash flow hedges, net of tax
Exchange diffsrences on translation of
foreign operations
Total comprehensive income for the year

At 31 December 2020 {unaudited)

Exchange
Capital note Cash flow fluctuation Retained

Share capital reserve  hedge reserve reserve profits Total equity
RMB RMB RMB RMB RMB RMB
1,139,017,685 243,703,293 - {206.499,323) 161,895,606 1,338,117.271
- - - - 76,916,587 76,916,587
- - (19,680,282} " - { 15,680,282)

- - - 25 558 321 - 25,568 321

- - (19.680.282) 25,558,321 76,916,587 82,794 626
1.339,017,695 243703203  (19.680.282)" (180841002} 238.812193" 14200911897

Exchange
Capitat note Cash flow fluctuation Retained

Share capital reserve  hedge reserve reserve profits Total equity
RMB RMB RMB RMB RMB RMB
1,139,017,895 243,703,293 (19,680,282)  (180,941,002) 238,812,193 1,420,911,897
- . - = { 1,181,726) ( 1,161,726)

- - 3,267,919 - - 3,267,919

- - - 231,816 - 231,816

- = 3,267,919 231.816 {_1.161,726) 2,338,009
1.138.037.695 243,703,293  {18412.363y (180.700.386) 237.650467" 1.423.249.906
continued/...



Beijing Capital Group NZ investment Holding Limited
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (continued)
For the years ended 31 December 2019, 2020 and 2021

Exchange
Capital note Cash flow fluctuation Retained
Share capital reserve  hedge reserve reserve profits Total equity
RMB RM8B RMB RMB RMB RMB

At 1 January 2021 (unaudited) 1,139,017 695 243,703,293 (16,412,363)  (180,709,186) 237,650,467 1,423,249,906
Loss for the year - - - { 12,720,644} ( 12,720,644}
Other comprehensive income for the year:
Cash flow hedges, net of tax “ - 15,913,337 - - 15,813,337
Exchange differences on translation of

foreign operations - - - (115,911.877) - {_115.911.8677)
Total comprehensive income for the year - z 15,913,337 (145,911,677) {_12,720,644) (_ . 112.718.984)
At 31 December 2021 (unaudited) 1,139.017,695 3,703,293" (_.499.026)  (296,620,863)" 224,929,823* 1,310,530.922

Note:

* These reserve accounts comprise the consolidated reserves of RMB281,894,202, RMB284,232,211 and RMB171,513,227 as at 31 December 2019, 2020 and
2021 in the unaudited consalidated statement of financial position.



Beijing Capital Group NZ Investment Holding Limited
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended 31 Becember 2019, 2020 and 2021

Notes 2019 2020 2021
RMB RMB RMB
(Unaudited) {(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Profit/(loss) before tax 81,953,618 (18.956.778) (40,301.771)
Adjustments for:
Finance costs 5 307,063,563 357,141,988 394,066,572
Share of profits of joint ventures ( 40,918,828) ( 39,758,321} (54,552,934}
Interest income 3 ( 1,237,857) ( 189,090y ( 225889)
Gain on disposal of items of property, plant and
equipment 3 169,211) (  825186) { 3,041,492)
Fair value gains, net;
Derivative instruments — transactions not
qualifying as hedges ( 3,672,124) (  454,615) -
Fair value adjustment of contingent consideration ( 4,551,135) - -
Depreciation of property, plant and equipment 4 219,277,170 237,812,639 261,286,794
Depreciation of right-of-use assets 4 40,333,515 41,967,505 58,705,089
Amortisation of other intangible assets 4 52,053,047 50,404,027 51,746,167
Impairment of trade receivables 4 221,217 6,320,155 49,418,309
Impairment of property, plant and equipment 4 - 1,076,160 -
Cthers - 1,942 357 16,728)
650,352,975 636,480,841 688,084,117
Decrease/(increase) in inventories 1,698,743 { 582,996) ( 9,377,089)
Decrease in trade recelvables 4,116,037 80,055,291 4,087,004
Decrease/(increase) in prepayments 16,515,344 14,950,857 ( 7,175,735)
Decrease in trade payables (23,370,873) ( 2,706,826} (10,103,792)
(Decrease)/increase in other payables and accruals (84,893,357) ( 4,547,782} 18,915,719
Decrease in provision for resioration ( 5,397,330) ( 3,168,849) ( 7,054,535)
Others ( 85,798) (___ 980,436} -
Cash generated from operations 558,035,741 719,500,100 677,375,689
Interest received 1,249,414 189,090 225,889
Taxes paid (36.895.120) (43.,367.888) (42,201.754)
Net cash flows from operating activities 523,290.035 §676,321,302 635,399,824
continued/...



Beljing Capital Group NZ Investment Holding Limited

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

For the years ended 31 December 2019, 2020 and 2021

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Dividends received from joint veniures

Purchases of items of property, plant and equipment

Proceeds from disposal of items of property, plant and
equipment

Additions to other infangible assets

Decrease/(increase) in assets held for sale

Others

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
New bank loans

Repayment of bank loans

Repayment of other loans

Principal portion of lease payments

interest paid

Repayment of bank overdrafis

Net cash flows used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS

Cash and bank balances

Cash and cash equivalents as stated in the statement of
cash flows

2019 2020 2021

RMB RMB RMB
(Unaudited) {Unaudited) (Unaudited)
523,290,035 676,321,302 635,399,824
56,206,517 38,786,609 69,388,015
(329,262,643)  (282,156,485) (294,013,291)
2,986,336 4,894,224 8,580,879

- (579472} -
12,466,510 5,512,882 ( 9,047,611)

- - 16.728
(257,603,280) (233,542,242} (225,075.280)

10,012,497

( 54,615,509)
( 32,674,350
(173,226,106)
(_12.665,675)

(263.169,143)

47,530,411
(103,132,023)
( 44,091,922)
( 25,624,855)
(178,362,582)
(_27.189,841)

(330,870.812)

2,517,612 111,908,248
2,357,740 4,997,445
122,093 5.308.247
4,997,445  122,213.940
-4.997,446 122,213,940

( 45,650,010)
( 37,101,154)
( 30,005,971)
(286,829,326)

(399.676,461)

10,648,083
122,213,640

(10,521.989)



Beijing Capital Group NZ Investment Holding Limited
NOTES TO CONSOLIDATED FINANCIAL INFORMATION
For the years ended 31 December 2019, 2020 and 2021

1. GENERAL INFORMATION

Capital Environment Holdings Limited (the “Company”) is an investment holding company and its
subsidiaries (together, the “Group”) are principally engaged in the waste treatment and waste-to-
energy business,

Beijing Capital Group NZ Investment Holding Limited (the "Target Company”) is a private limited
liability company incorporated and domicited in New Zealand and it is an indirect subsidiary of the
Company, which is listed on the Main Board of The Stock Exchange of Hong Kong Limited.

The Target Company and its subsidiaries (the “Target Group") are involved in waste management
services.

2. BASIS OF PREPARATION

The unaudited consolidated financial information of the Target Group for the years ended 31 December
2019, 2020 and 2021 have been prepared in accordance with Rule 14.68(2)(a}(i) of the Rules
Govemning the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™),
and solely for the purpose of inclusion in the circular of the Company in connection with the disposal
of the Target Group.

The unaudited consolidated financial information of the Target Group has been prepared on the
historical cost basis, except for derivative financial instruments which are measured at fair value. The
unaudited financial information of the Target Group for the years ended 31 December 2019, 2020 and
2021 {the “Relevant Pericds") has been prepared using the same accounting policies as those adopted
by the Company in the preparation of the consclidated financial statements of the Group for the
Relevant Periods. The consolidated financial statements of the Group have been prepared in
accordance with Hong Kong Financial Reporting Standards ("HKFRSs"). This financial information is
presented in Renminbi (“RMB"},

This unaudited consolidated financial informaticn does not contain sufficient information to constitute
a complete sef of financial statements as described in HKAS 1 “Presentation of Financial Statements”
or a complete interim financial report as defined in HKAS 34 “interim Financial Reporting” issued by
the MKICPA, [f should be read in conjunction with the respective annual reports of the Group for the
Relevant Periods.

The Target Group's current liabilities exceeded current assets by RMB279,415,046,
RMB3,211,783,727 and RMB2,889,822,704 as at 31 December 2019, 2020 and 2021, respectively.
The Directors of the Company are satisfied that the Targe! Group will have sufficient financial
resources to meet its financial obligations as the Group has agreed to provide adequate financial
support to the Target Group in the foreseeable future. Accordingly, the Directors have prepared the
unaudited consolidated financial information of the Target Group on a going concern basis.

10



Beijing Capital Group NZ Investment Holding Limited

NOTES TO CONSOLIDATED FINANCIAL INFORMATION (continued)
For the years ended 31 December 2018, 2020 and 2021

3. REVENUE, OTHER INCOME AND GAINS

An analysis of the Target Group's revenue, other income and gains for the Relevant Periods is as follows:

2019 2020 2021
RMB RMB RMB
{(Unaudited) (Unaudited) {Unaudited)

Revenue from coniracts with customers:

Collections 1,621,144,101  1,501,492,957 1,573,758,672
l.andfil} 493,745,837 438,403,639 569,806,251
Technical services 107,953,223 74,952,893 107,274,442
Recycling 243,579,958 244,205,017 249,919,955
Others 4.447.445 198,448 5,901,938

2370870564 22359252954 2.506,661,256

Revenue from contracts with customers
(i} Performance obligations
Information about the Target Group's performance obligations is summarised below:

Waste coflection, landfill and technical services

The performance obligation is satisfied at the point in time when the promised service is rendered
to a customer, and payment in advance for waste collection is normally required and payment for
landfill and technical services is generally due within 50 days according fo the terms of agreements.

Recycling
The performance obligation is satisfied at the point in time when the promised good or service is
transferred to a customer and payment is generally due within 50 days upon the transfer,

Other income and gains:

2019 2020 2021
RMB RMB RMB
(Unaudited) (Unaudited) {Unaudited)

Bank interest income 1,237,857 189,090 225,889
Government grant - 48,557,830 183,718
Gain on disposal of items of property, plant

and equipment 169,211 825,186 3,041,492
Gain on foreign exchange 360,582 - 1,145,121
Fair value adjustment of contingent consideration 4,551,135 - -
Others 190,871 343,788 496,357

6.500.666 49915804 2002377

T



Beijing Capital Group NZ Investment Holding Limited
NOTES TO CONSOLIDATED FINANCIAL [INFORMATION (continued}
For the years ended 31 December 2019, 2020 and 2021

4. PROFIT/(LOSS) BEFORE TAX

The Target Group's profit/{loss) before tax is arrived at after charging/(crediting):

2019

RMB

(Unaudited)

Cost of services provided 1,617,492,282

Depreciation of property, plant and equipment® 219,277 170

Depreciation of right-of-use assets* 40,333,515

Amortisation of other intangible assets™ 52,053,047

l.ease payments not included in the

measurement of lease liabilities™ 28,921,022

Auditors’ remuneration 2,272,414
Staff costs (excluding directors’ remuneration):

Wages and salaries 219,622,747

Pension scheme contributions 2,792,309

Impairment of financial assets, net:
Impairment of trade receivables, net 221,217
Impairment of property, plant and eguipment -

Foreign exchange differences, net (360,582)
Gain on disposal of items of property, plant

and equipment 169,211
L.ass on derivative financial instruments 23,663,890

*  These iterns for the year are included in "Cost of sales” and "Administrative expenses” in the

consolidated statement of profit or loss.
5, FINANCE COSTS

An analysis of finance costs is as follows:

2020
RMB
(Unaudited)

1,582,672,306
237,812,639
41,967,505
50,404,027
34,683,317
2,646,605

223,373,263
4,544,051

6,320,155
1,076,160
1,767,548

825,186
14,186,137

2021
RMB
{(Unaudited)
1,744,858,685
261,286,794
59,705,089
51,746,167
16,046,371
2,453,547

210,574,585
3,808,855

19,418,308

(1,145,121

3,041,492
37,703,722

2019 2020 2021
RMB RMB RMB
(Unaudited}  (Unaudited) (Unaudited)
Interest on bank loans 5,039,421 4,032,372 4,150,992
Interest on other loan 282,657,706 293,685479 321,416,149
Interest in Jease arrangements 13,101,352 55,516,125 66,018,542
Other finance costs: increase in discounted
amounts of provisions arising from the
passage of time 4, 551,044 2,079,644 555,748
Performance bond guarantee costs 1.714,040 1,828,368 1,925,141
307.063.563 357,141,988  394.066.572

12



Beijing Capital Group NZ Investment Holding Limited
NOTES TO CONSOLIDATED FINANCIAL INFORMATION (continued})
For the years ended 31 December 2019, 2020 and 2021

6. INCOME TAX

New Zealand profits tax has been provided at the rate of 28% on the estimated assessable profits
arising in New Zealand during the Relevant Pericds.

Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the
jurisdictions in which the Target Group operates.

2019 2020 2021
RMB RMB RMB
(Unaudited) {Unaudited)  (Unaudited}

Current — New Zealand

Charge for the year 23,680,393 22,132,383 7,763,477

Underprovision/(overprovision) in prior years 877,321 1,612,480 { 6,121,666)
Deferred (19,520,683) {41,539,915) (29,222,938)
Total tax charge/{credit) for the year 5,037,031 (17,795.052) (27,581.127)

7. DIVIDENDS

No dividend was paid or proposed by the Target Company during the Relevant Periods, nor has
dividend been proposed by the Target Company since the end of the reporting periods.

8. PROPERTY, PLANT AND EQUIPMENT

During the Relevant Periods, the Target Group acquired assets with a cost of RMB378,028,432,
RMB282,156,485 and RMB294,013,291 for the years ended 31 December 2019, 2020 and 2021,

respectively.

Assets with a net book value of RMB3,238,783, RMB4,027,283 and RMB12,152,689 were disposed
of by the Target Group for the years ended 31 December 2019, 2020 and 2021, respectively, resulting
in net gains on disposal of RMB169,211, RMB825,186 and RMB3,041,492 for the years ended 31
December 2019, 2020 and 2021, respectively.

Except the impairment loss of RMB1,076,160 recognised for certain property, plant and equipment for
the year ended 31 December 2020, no impairment loss was recognised during the Relevant Periods.

13



Beifing Capital Group NZ Investment Holding Limited

NOTES TO CONSOLIDATED FINANCIAL INFORMATION {continued)
For the years ended 31 December 2019, 2020 and 2021

10.

TRADE RECEIVABLES

An ageing analysis of the trade receivables as at the end of each of the Relevant Periods, based on the
invoice date and net of impairment, is as follows:

Trade receivables

Impairment

Within 30 days
31 to 90 days
Over 90 days

TRADE PAYABLES

31 December

31 December

31 December

2019 2020 2021

RMB RMB RMB
(Unaudited} (Uraudited) {Unaudited)
387,708,608 296,574,324 248,866,289
{10,553.175) {__9.856,087) {_7.680,331)
377,155,433 286,718,237 241,182,958
31 December 31 December 31 December
2019 2020 2021

RMB RMB RMB
(Unaudited) (Unaudited) (Unaudited)
277,538,610 243,586,509 234,340,488
46,623,543 14,320,193 6,845,470
52,993,280 28.811.535 -
377,155,433 286.718.237 241.185.938

An ageing analysis of the trade payables as at the end of each of the Relevant Periods, based on the

invoice date, is as follows:

Within 30 days
31 to 90 days
Over 90 days

14

31 December
2019
RMB

{(Unaudited}

110,093,237
14,718,007
315,151

~rrrrrr————————

125,126,395

31 December
2020
RMB

(Unaudited)
115,890,176

3,096,411
3,316,215

122,302,802

31 December
2021
RMB

(Unaudited)

87,275,188
2,699,687

80,974,875



Beijing Capital Group NZ Investment Holding Limited
NOTES TO CONSOLIDATED FINANCIAL INFORMATION (continued)
For the years ended 31 December 2019, 2020 and 2021

11.

12.

INTEREST-BEARING BANK BORROWINGS

31 December 31 December 31 December
2019 2020 2021
RMB RMB RMB
(Unaudited) {Unaudited) (Unaudited)
Unsecured bank borrowings 199,120,576 140,900,280 86.294,980

Notes:

(a) The revolving credit facility NZ$15,200,000 from ANZ Bank New Zealand Limited bears interest at
an annual interest rate around 1.6041% with a repayment date of 5 January 2022.

{b) The revalving credit facility NZ$2,200,000 from ANZ Bank New Zealand l.imited bears interest at an
annual interest rate around 1.6041% with a repayment date of 5 January 2022,

{c} The revolving credit facility N2$2,600,000 from ANZ Bank New Zealand Limited bears interest at an
annual interest rate around 1.6041% with a repayment date of 5 January 2022,

LOANS FROM THE IMMEDIATE HOLDING COMPANY

31 December 31 December 31 December
2019 2020 2021

RMB RMB RMB
{Unaudited) (Unaudited}) (Unaudited)

Loans from the immediate holding company 3,523,782,911 3,602,900,499  3,332,929,877

Current portion - (2,991.874,248) (2,727,867,520)
Non-current portion 3523782911 _611.026251 605062357
Notes:

(a) The Target Company has loan facilities of NZ$700,000,000 from its immediate holding company,
BCG NZ Investment Holding Limited ("BCG NZ"), with effective interest rates ranging from 1.71% to
9.45%. As at 31 December 2021, the loans were recognised as current liabilities.

(b) The Target Company issued capital notes to BCG NZ in June 2014 amounting to NZ$150,000,000
without a nominal interest rate. The capital notes have been split in to debt and equity components
based on the net present value of the expected cash flows. The effective interest rate is 10.52% and
the final redemption date is 30 June 2024.
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Beijing Capital Group NZ Investment Holding Limited

NOTES TO CONSOLIDATED FINANCIAL INFORMATION (continued)

For the years ended 31 December 2019, 2020 and 2021

13. SHARE CAPITAL
31 December 31 December 31 December
2019 2020 2021
RMB RMB RMB
(Unaudited) {(Unaudited) (Unaudited)
Issued and fully paid:
209,987,539 ordinary shares 1,139.017,695 1,139,017,695 1,139.017,695
14. CONTINGENT LIABILITIES
At the end of each of the Relevant Periods, contingent Habilities not provided for in the financial
information were as follows:
31 December 31 December 31 December
2019 2020 2021
RMB RMB RMB
{Unaudited) {Unaudited) (Unaudited)
Guarantees given to the government in connection
with the continuous operation of landfills 239,182,452 252,277,710 231,890,783
Guarantees given to the government in
connection with fuffilling the waste collection
contracts and other activities 117,373,868 124.927.082 109,774,593
356,556,320 377,204,792  341.665.376
15. COMMITMENTS

The Target Group had the following capital commitments at the end of each of the Relevant Periods:

Contracted, but not provided for
Property, plant and equipment

31 December 31 December 31 December

2019 2020 2021
RMB RMB RMB
{Unaudited) {Unaudited} (Unaudited)

111892753 70005808 100,316,167
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Beijing Capital Group NZ Investment Holding Limited
NOTES TO CONSOLIDATED FINANCIAL INFORMATION {continued)
For the years ended 31 December 2019, 2020 and 2021

16.

17.

RELATED PARTY TRANSACTIONS

{a) In addition to the transactions disclosed elsewhere in this financial information, the Target Group
had the following material transactions with related parties during the Relevant Periods:

Notes 2019 2020 2021
RMB RMB RMB
(Unaudited) {Unaudited) {Unaudited)

Sale of goods/rendering of services

to joint ventures (i) 131,524,729 144,067,023 140,657,870
Sale of goods/rendering of services

to the other operator of Waste

Disposal Services {i) 5,707,606 4,255,612 4,508,098
Purchase of goods/receiving

services from joint ventures (i) 90,677,069 90,575,318 89,361,173
Purchase of goods/receiving

services from the other operator of

Waste Disposal Services (i) 14,948,412 16,729,233 20,980,452
Interest expenses i) 282,657,708 293,685,479 321,416,149

Notes:

(i The sales to joint ventures and the other operator of Waste Disposal Services (an
unincorparated joint operation with Auckland City Council} were made according to the
published prices and conditions offered to the major customers of the Target Group.

(il The purchases from joint ventures and the other operator of Waste Disposal Services were
made according to the published prices and conditions offered by these joint ventures and
the joint operation to their major cusiomers.

(i} The interest expenses represent interest due to the loans from BCG NZ as disclosed in note
12. During the Relevant Periods, the interest payables due to BCG NZ were RMB70,524,995,
RMB72,075,913 and RMB65,018,080 as at 31 December 2018, 2020 and 2021, respectively.

{b) Compensation of key management perscnnel of the Target Group:

2019 2020 2021

RMB RMB RMB

(Unaudited) {Unaudited) {Unaudited)

Short term employee benefits 22,907,373 14,770,932 15,666,746

Post-employment benefits 651.727 377.217 272,485
Total compensation paid to key

management personnel 23,559,100 15,148,149 15,939,231

EVENTS AFTER THE REPORTING PERIODS

Except for the Group's proposed to disposal of the entire issued share capital of the Target Group, the
Target Group did not have any significant events subsequent to 31 December 2021,

17
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AGREEMENT dated 31 March 2022

PARTIES

BCG NZ Investment Holding Limited (2070417)
Registered Office: Suite 3701-10, 37/F., Jardine House, 1 Connaught Place, Central, Hong

Kong

("Vendor")

Tui Bidco Limited (8329887)

Registered Office: Bell Gully, Level 22, Vero Centre, 48 Shortland Street, Auckland Central,
Auckland 1010, New Zealand

("Purchaser”™)

INTRODUCTION

A

Beijing Capital Group NZ Investment Holding Limited (Company Number 5102401} having its
registered office at 318 East Tamaki Road, East Tamaki, Auckland, 2013, New Zealand {the
"Company”} has 209,987,540 fully paid ordinary shares on issue which comprise all the issued
share capital in the Company.

B. The Vendor, being the legal and beneficial owner of 100% of the Shares, wishes to sell, and
the Purchaser wishes to purchase, the Shares for the consideration and on the terms and
conditions set out in this Agreement.

AGREEMENT

1. INTERPRETATION

1.1 Definitions: In this Agreement, unless the context otherwise requires:

“Actual Net Debt" means the Net Debt as at the Calculation Time stated in the Completion
Statement.

“Actual Knowledge” has the meaning in the Warranty Insurance Policy.

"Actual NWC" means the NWC as at the Calculation Time stated in the Completion Statement.
"Adjustment Amount” has the meaning in clause 8.5(a).

"Adjustment Date" means the 5" Business Day following the day on which either: (i} the
Auditors have delivered an unqualified report to the Vendor and the Purchaser verifying the
Completion Statement and no difference or dispute arises under clause 8.2, or (i) the Expert
has setiled or determined the Completion Statement under clause 8.2.



“Affiliate” means in respect of a person {"Primary Person"}, a person:

(a) controlied directly or indirectly by the Primary Person;
(b} controlling directly or indirectly the Primary Person; or
(c) directly or indirectly under the common control of the Primary Person and another

PETSON OF persons,

and, for the avoidance of doubt, and, sclely for the purpases of this Agreement:

(d) a general partner is deemed to control a limited partnership;

(e) afund advised or managed, directly or indirectly, by a person will also be deemed to
be controlled by such person; and

(f a fund will be deemed to be an Affiliate of the Primary Person if the fund is advised
or managed, directly or indirectly, by a persan controlling directly or indirectly the
Primary Person or a person directly or indirectly under the common control of the
Primary Person and ancther person or persons.

"Agreed Form" means the form agreed in writing (including by emails) by the Vendor and the
Purchaser {or their solicitors) as being the “Agreed Form” prior to the execution of this
Agreement by the parties.

"Agreement” means this agreement (including all schedules).

“Auckland Regional Landfill' means the Auckland Regional Landfill, which is proposed to be
located in Wayby Valley, Auckland.

"Auditors" means the accounting firm that has been agreed in writing by both the Vendor and
Purchaser, who is independent of both parties.

"Authority” means any minister, department of state, government authority (including any
government or governmental, semi-governmental, administrative, fiscal or judicial body,
department, commission, tribunal, agency or entity in New Zealand or elsewhere, and includes
the New Zealand Commerce Commission and the 010), regional council, territorial authority,
Environmental Authority or other statutory authority (including any Tax authority, including the
New Zealand Inland Revenue Department) having jurisdiction or authority to perform or
exercise functions or powers under or pursuant to any statute.

"Business" means the business carried on by the Group Companies as at the dale of this
Agreement, being the business of providing resource recovery, recycling, collection (refuse,
recycling and organic) and waste management services throughout New Zealand.

“Business Day" means any day other than a Saturday, Sunday or statutory public holiday in
mainland China, the Hong Kong Special Administrative Region, Auckland, New Zealand and
Sydney, Australia.

"Business Licences" has the meaning in clause 7.1 of Schedule 2.



"Business Records” means originals and copies of all books, files, reports, financial and other
records, documents, correspondence, information, accounts and data {whether machine
readable or in printed form) ownad by or relating to a Group Company, the property of a Group
Company or the Business and any source material used to prepare them.

"Calculation Time" means 11:53pm on the Compietion Date.
“Capex Schedule” means Schedule 10,

"Cash" means all cash held by the Group {whether in hand or credited o any account with
any banking, financial, lending or other similar institution or organisation), including all term
deposits, other cash deposits and bonds, and all interest accrued thereon, but excluding any
Insurance Proceeds received by a Group Company {and which proceeds have not been
applied by a Group Company in accordance with clause 6.13(c})

For the
avoidance of doubt, this refers o the sum of the General Ledger codes 1003, 1004, 1005,
1006, 1026 and 1036.

"Cash Advance Facility Agreement" means the cash advance facility agreement between
Waste Management NZ Limited and ANZ Bank New Zealand Limited dated 21 August 2021
in respect of the cash advance facility lent by ANZ Bank New Zealand Limited.

"Cash Advance Facility Balance" means the principal, interest, fees, costs and all other

amounts owed by the Group to ANZ Bank New Zealand Limited pursuant to the Cash Advance
Facility Agreement which is sutstanding at Completion, as notified under clause 6.11(b).

“Claim" means any claim, demand, legal proceeding or cause of action, inciuding any claim,
demand, legal proceeding or cause of action (including any Tax Claim):

(a) based in contract (including but not limited fo claims under the Warranties or the Tax
Indemnity (as the case may be}),

{b) based in tort (including misrepresentation or negligence);



(c) under common law or equity; of

(d) under statute {including the Fair Trading Act 1986) and any New Zealand fair trading,
trade practices or similar legistation,

whether present, unascertained, immediate, future or contingent, which in any way relates to
this Agreement (or any part of it} or the Transaction.

"Commerce Act’ means the Commerce Act 1986.
‘Companies Act” means the Companies Act 1993,
"Company"” has the meaning given in clause A of the introduction.

"Completion” means completion of the sale and purchase of the Shares in accordance with
clause 7 or, as the context may require, the point in time at which such completion takes place.

"Completion Date" means:

{a) the last Business Day of the month in which the final outstanding Condition is
satisfied or waived (if capable of waiver), provided that, if that Condition is satisfied
or waived less than 12 Business Days before the end of a month, the Completion
Date shall be the last Business Day of the following month; or

{b) such other date as the Vendor and Purchaser may agree in writing.

"Completion Statement” means the statement prepared and agreed or determined pursuant
to clause 8 to calculate the Actual NWC and Actual Net Debt at the Calculation Time, the
format of which is shown in Schedule 6.

"Conditions" means the conditions specified in clause 3.1.

"Condition End Date” means 30 December 2022 or such later date as may be agreed in
writing between the Vendor and the Purchaser {each acting reasonably).

“Data Room" means the data room hosted by Ansarada Pty Ltd and titled "Project Starlight”
and made available to the Purchaser and its Representatives from 1 November 2021.

"Debt” means:

(2) all interest and non-interest bearing loans or other financing liabilities or obligations,
including overdrafts and any other liabilities in the nature of borrowed money
(whether secured or unsecured);

{b) all reimbursement or payment obligations with respect to letters of credit, bills,
bonds, notes, debentures or loan stock and other similar instruments;

(c) all obligations evidenced by notes, bonds or similar instruments whether convertible
or not, including obligations so evidenced incurred in connection with the acquisition
of property, assets or businesses;

{ch} any obligations in respect of dividends declared but unpaid or other distributions
payable;



(e) 100% of any unpaid Transaction Costs if such costs are not tax deductible, bui 72%
of alt deductible but unpaid Transaction Costs;

{f 100% of any unpaid Transaction Bonuses if such bonuses are not tax deductible,
but 72% of all deductible but unpaid Transaction Bonuses,

(9) any amounts owing to the Vendor or any Affiliate of the Vendor not taken into account
in the Vendor Debt Balance;

{h} any amounts owing by the Group to ANZ Bank New Zealand Limited pursuant to the
Cash Advance Facility Agreement not taken into account in the Cash Advance
Facility Balance;

{i) the costs incurred, but not paid, in procuring and obtaining the runoff insurance cover
in accordance with clause 9.1; and

() any amounts in respect of the items referenced in the ‘adjustments’ section of Part B
of Schedule 6,

together with all interest, fees and penaities accrued thereen prior to the Completion Date, and
any prepayment premiums, break costs or penalties payable in order to retire or extinguish
any Debt at its redemption value, but excluding (i) frading debt or trading liabilities arising in
the ordinary course of business, {ii) any unamortised debt issuance costs, (iii} the Vendor Debt
Balance and, (iv) the Cash Advance Facility Balance.

"Defaulting Party" has the meaning in clause 7.8

"Direction Letter" has the meaning in clause 7.4{a).

"Disclosure Letter" means a letter dated on or prior to the date of this Agreement, together
with the attachments to that letter, addressed by the Vendor to the Purchaser and disclosing
facts, matters and circumstances that are, or may be, inconsistent with the Warranties,

"Due Date" has the meaning in clause 5.4.
"Due Diligence Material” means:

{a) the docurments and information Fairly Disclosed in the Data Room as at 1.30pm on
31 March 2022, including the Specified Information;

(b) all written answers given to written questions submitted by the Purchaser and its
Representatives as part of the question and answer process and contained in the
Data Room; and

(c) the Disclosure Letter,

in the case of paragraphs (a) and (b) above, as recorded in one or more USB data sticks or
Data Room download finks, in the Agreed Form provided by the Vendor to the Purchaser (via
its solicitors) on or prior to the date of this Agreement.

"Encumbrance” has the meaning in clause 19.12.
"Enterprise Value" means $1,900,000,000 (1.8 billion dollars).

“Environment” has the same meaning as defined in section 2 of the RMA.



Environmental Consents means all authorisations, registrations, consents, licences and/or
permits required for the operation of the Business under Environmental Law.

"Environmental Law’ means any law and any regulations relating to the Environment
including the RMA and the Hazardous Substances and New Organisms Act 19896, each as in
effect at the date of this Agreement.

"Equity Commitment Letter” means the binding equity commitment letter provided in favour
of the Vendor in connection with the equity component of the funding of the Purchaser's
obligations in respect of the Transaction, a copy of which was provided to the Vendor on or
about the date of this Agreement.

"Estimated Net Debt" means the Vendor's good faith estimate of the Actual Net Debt.
"Estimated NWC" means the Vendor's good faith estimate of the Actual NWC.
"Existing Policies" has the meaning in clause 15.1 of Schedule 2,

“Expert” means an independent chartered accountant to be agreed in writing between the
Vendor and the Purchaser or, if they cannot agree within five (5) Business Days after the date
of dispute is identified pursuant to clause 8.2 then, on application by the Vendor or the
Purchaser, by an independent chartered accountant appointed by the President or Vice
President for the time being of the Auckland Branch of the New Zealand Law Society, or the
nominee of such President or Vice President.

"Fairly Disclosed" means disclosure of information on or before the date of this Agreement
that is sufficient in content and made in a manner and context which would enable a
sophisticated investor {experienced in transactions of the nature of the Transaction, and
businesses of the nature of the Business, and familiar with the industry in which the Group
Companies operate) to be aware of the substance and significance of (but not necessarily the
financial quantum of any loss refating to) ihe information at the date of this Agreement,

"Finance Director” means the Company's Chief Financial Officer, William Ding.
“Financial Warranty® has the meaning in clause 12.1{c).

“Freehold Properties” means each property owned by a Group Company, as set out in
Schedule 4.

“Forward-Looking Information” has the meaning in clause 10.19.

"Group Companies" means the Company and all its subsidiaries {as that term is defined in
section 5 of the Companies Act) together with the Joint Ventures (provided that where the
definition of "Group Companies” is used in respect of any obligation of the Vendor under this
Agreement in connection with a Joint Venture, such obligation only applies to the extent of the
Company's voting, contractual or other rights in, or in respect of, such Joint Ventures), being
(as at the date of this Agreement) those entities listed in Schedule 1, and "Group” means all
of the Group Companies as a whole.

"GST" means goods and services tax chargeable, or to which a person may be liable, under
the GST Act.



"GST Act" means the Goods and Services Tax Act 1985,
"GST Group" means a group of companies formed under section 55 of the GST Act.

"Indebtedness” means, any financial indebtedness of a Group Company (other than owed to
another Group Company), including:

{(a) the aggregate amount owed by the Group Companies under all bank facilities and
other external financing; and

{0 the aggregate amount owed by the Group Companies under any financial
arrangements (including any loans, finance leases, hire purchase agreements,
overdrafts, and accrued but unpaid interest).

“information Memorandum" means the information memaorandum prepared by Citi dated 1
Novernber 2021,

"Information Technology”" means information fechnology, hardware, firmware, soflware,
telecommunications, computers, programs, applications and related infrastructure, systems,
equipment, and networks.

"Initial Purchase Price" has the meaning in clause 4.1.

"Insurance Proceeds” has the meaning in clause 6.13.

“Intellectual Property” includes the rights to, and any interests in, any patent, design,
trademark, copyright, know-how, trade secret, domain name, soctal media address, brand and
any other proprietary right or form of intellectual property (whether protectable by registration
ar not),

"Interest” has the meaning in clause 18.12.

“Interim Period" means the pericd commenging on the date of this Agreement and ending at
Compietion,

*Joint Ventures" means each of Daniels Sharpsmart New Zealand Limited, Pikes Point
Transfer Station Limited, Transwaste Canterbury Limited, Midwest Disposals Limited and
Waste Disposal Services (unincorporated joint venture with Auckland Council Property
Limited).

“JV External Directors” means Gareth James and Brent McKenzie,

"KiwiSaver Act" means the KiwiSaver Act 2008,



"Landlord" means the landlord of each Lease.
"L.ast Balance Date" means 31 December 2020.

"Last Financial Statements" means the audited financial statements for the Company and
each of its subsidiaries (on a consolidated hasis) for the 12 month period ended on the Last
Balance Date, as set out in folder 03.05.01 in the Data Room.

"Law" includes any statute, regulation, bylaw, scheme, determination, ordinance, rule or other
like provision, as amended from time 1o time, in any jurisdiction.

"Leases” means the leases pursuant to which the Leased Properties are leased to a Group
Company, and includes any documents evidencing any variation, renewal, extension, review
or assignment that is operative as at Completion.

"Leased Properties" means each property leased by a Group Company as set out in
Schedule 4.

“Management Accounts” means the unaudited consolidated management accounts of the
Group Companies as disclosed in folders 03.02.05, 03.05.02 and 03.02,10.03 in the Data
Room.

‘Matariki SPA" means the Agreement for Sale and Purchase of Real Estate dated 16 March

2018 between Matariki Forests and the Company (as amended by the variation agreement
dated 8 March 2022).

"Material tP" has the meaning in clause 16.1 of Schedule 2.
“Material Leases” means the Leases set out in Part 2 of Schedule 4.

“NDA" means the non-disclosure agreement entered into between First Sentier Investors
(Australia) Infrastructure Holdings Limited and Waste Management NZ Limited dated 10
November 2021.

"Net Debt" means an amount equal to Debt less Cash (expressed as a positive figure if Debt
exceeds Cash, and a negative figure if Cash exceeds Debt).

"Net Working Capital" or "NWC" means the net total of the general ledger account balances
included under the column headed "‘Net Working Capital’ in Schedule &.

“Non-Defaulting Party" has the meaning in clause 7.6.

"Non-Operating Companies” means the Group Companies identified as 'Non-Operating
Companies' in Schedule 1.

“NZ IFRS" means New Zealand equivalents to the International Financial Reporting Standards
Reduced Disclosure Regime.

"Ol0" means the Overseas Investment Office and/or the OI0 Minister,

"OIO Act” means Overseas Investment Act 2005,



"OlO Application” means an application by the Purchaser for consent under the Overseas
Investment Laws with respect to the acquisition of 100% of the Shares (together with any other
documents to be provided to the OO with or in connection to that application} for the purposes
of satisfying the OIC Condition, in Agreed Form.

"OlO Condition" has the meaning in clause 3.1(a).

"Q10 Minister” means the "Minister” as defined in the OO Act,

"Overseas Investment Laws" means the QIO Act and the Overseas Investment
Reguiations 2005.

"Permitted Encumbrance” means:
(&) each Security Interest specified in Schedule 7;

(b) any security registered as permitted in accordance with the Kerbside Collection
Agreement between the Company and Christchurch City Council dated 2008, as
amended from time to time, in respect of which the Company provides kerbside
collection of refuse, recycling and organics;

(c) every lien or retention of title arrangement securing the unpaid balance of purchase
money for property acquired in the ordinary course of business;

(c) every right of set-off, netting or combination of account arising by operation of law or
contract entered into by a Group Company in favour of a bank in the ordinary course
of business for the purpose of netting debit and credit balances, provided that the
arrangement is not in respect of indebtedness;

{e) any payment or close out netting or set-off arrangement pursuant to any hedging
transaction entered into by a Group Company for the purpose of:

() hedging any risk to which any Group Company is exposed in its ordinary
course of frading, or

(i} its interest rate or currency management operations which are carried out
in the ordinary course of business and for non-speculative purposes only;

H every lien arising by operation of law in the ordinary course of business for:
{i} rates, taxes, duties or fees of any kind payable to an Authority, or
{ii) money payable for work performed by suppliers, mechanics, workmen,
repairmen or employees and, in each case, arising in the ordinary course
of business,

in each case, securing an obligation in the ordinary course of business and notas a
result of negligence by any Group Company and is either not yet due or being
contested in good faith by appropriate proceedings;

{(g) any Security Interest in relation to personal property (as defined in the PPSA and to
which that Act applies) acquired by the Group Companies in the ordinary course of
business that is created or provided for by:



Ui a transfer of an account receivable or chattel paper;

{iiy a lease for a term of more than i year, or

(iif) a commercial consignment,

that is not a security interest within the meaning of section 17(1){a) of the PP3A;
(h) the interest of the lessor or owner in respect of assets subject to a lease, a hire-

purchase agreement or a conditional sale agreement acquired in the ordinary course

of the relevant Group Companies' business and not arising as a result of any default
or omission by any Group Company; and

(i any Security Interest, the total amount of indebtedness secured by which, when
agaregated with all other indebtedness secured by Security Interests (including
Security interests permitted by any other paragraph of this definition) created or
permitted to arise or subsist by any Group Company does not exceed
NZ$10,000,000.00 (or its equivalent in another currency) at any time,

In this definition, account receivable, chattel paper, lease for a term of more than 1 year and
commercial consignment have the meanings given in the PPSA,

*Personal Information” has the meaning given to it in the Privacy Act.

"PPS Register” means the Personal Property Securities Register established under the
PPSA.

"PPSA" means the Personal Property Securities Act 1999,

“Privacy Act’ means the Privacy Act 2020,

"Properties” means the Freehold Properties and the Leased Properties.

"Purchase Price” has the meaning in clause 4.1.

"Purchaser Advance" has the meaning in clause 7.4(a).

"Purchaser Warranties" means the warranties and representations set out in Schedule 3.

“Purchaser's Bank Account” means the bank account in the name of the Purchaser as
notified to the Vendor by the Purchaser in writing from time to time.

"Reference NWC" means an amount of $4.8 million.
"Reimbursement or Indemnity Payment" has the meaning in clause 5.7

"Related Company" has the same meaning as in section 2(3) of the Companies Act (read as
if the expression "company” in that subsection included any body corporate of any jurisdiction).

"Relevant Returns” has the meaning in clause 14.7(a).

"Relief’ means, with respect to a person:

10



(a) any relief, loss, allowance, credit, deduction or set-off taken into account in
computing any Tax liability or any grant conferred on thal person; or

(b} any refund or other right to repayment of Tax available to that person,

whether in New Zealand or elsewhere (and, for the avoidance of doubt, includes any tax loss
(as that term is defined in section YA 1 of the Tax Act)).

"Representative” means, in relaiion 1o a person, the person's directors, officers, employees,
consultanis and professional advisers, and in relation to:

{a) the Vendor, includes any Affiliate of the Vendor, and

(b} the Purchaser, includes any Affiliate of the Purchaser,

and, in each case, each such entity's directors, officers, employees, consultants and
professional advisers.

"RMA" means the Resource Management Act 1891,

“Security Interest” means:

{a) in respect of any personal property, a security interest (as defined in the PPSA));
and
(3] in respect of any other property or any rights in any other property (in each case to

which the PPSA does not apply) any interest which, were the PPSA to apply to that
property or those rights, would constitute such a security interest (as defined in the
PRSA);

"Senior Management” means Evan Maehl, William Ding, Michael McSaveney, David Howie,
lan Kennedy, David Perkins, Ingrid Cronin Knight, Guy Smith, Craig Plesled, Greg Slaughter
and Penelope Bower.

“Shareholder Approval Conditien” has the meaning in clause 3.1(b).

"Shares” means 209,987,540 fully paid ordinary shares in the Company, which are held by

the Vendor, representing one hundred percent {100%) of the total fully paid ordinary shares in
the Company.
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"Specific Accounting Principles” means the accounting principles set out in Schedule 6.
“Specified Information” has the meaning in clause 4.1 of Schedule 2.

"Tax" or "Taxation" means:

{a} all forms of taxation including all statutory or governmental taxes, withholding, levies,
dues, imposts, duties, charges, fees, deductions and rates, whether imposed in New
Zealand or elsewhere, including income tax, ancillary tax, withholding tax, approved
issuer levy, fringe benefit tax, GST, customs or excise duties, gift duty, regional or
local taxes, municipal taxes, accident compensation levies, KiwiSaver contributions
and any liability to repay COVID-19 support payments, and includes any
reassessments of any such taxation;

{b} loss of Relief; and

{©) all penalties, interest, fines or the like relating to, or arising in connection with, the
imposition, non or late or underpayment of any such taxation or loss of Relief.

"Tax Act” means the Income Tax Act 2007.

"Tax Authority” means an Authority responsible for the collection of Tax, whether in New
Zealand or elsewhere, and in particular {but without limitation) the New Zealand Inland
Revenue Department or any overseas government department or body with similar functions
OF powers.

"Tax Claim” means a Claim made by the Purchaser under the Tax indemnity or in respect of
the Tax Warranties, and for the avoidance of doubt, includes any Claim in respect of expenses
incurred by the Purchaser or a Group Company in accordance with clause 14.8.

"Tax Indemnity" means the indemnity in clause 14.

"Tax Notice" means any notice, demand, assessment, deemed assessment, determination,
letter or other document issued, or action taken, by or on behalf of any Authority, whereby a
Group Company may be, or sought to be, placed under any liability to, or any increased liability
to, Tax, and includes a notification of audit.

"Tax Refund or Reduction" has the meaning in clause 14.5{a)(i}.

"Tax Saving”, in respect of a loss, means:
(&) where the amount of a loss suffered or incurred is wholly or partly deductible for

income tax purposes, the amount of deduction to which the relevant person receives
muitiplied by the relevant Tax rate,;
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(b) the amount of any input tax credit for goods and services tax or other deduction from
or refund of goods and services tax to which the relevant person receives; and

(c) any recovery or other benefit received by the relevant person on account of Taxation
or for Taxation purposes in respect of the relevant loss,

in any case in any pasi, current or future Tax period.

"Tax Warranties" means the Warranties in clause 6 of Schedule 2,

“Third Party Claim"” has the meaning in clause 13.1.

“Tirohia Landfill’ means the Tirchia landfill located in the Hauraki District in the Waikato
region.

"Title and Capacity Warranties" means the Warranties in clauses 1, 2 and 3.1 to 3.4
(inclusive) of Schedule 2.

"Transaction” means the transaction recorded in this Agreement.

“Transaction Bonuses" means any bonus, profit share, incentive, retention or similar
payrments that are payable by any Group Company accrued but are unpaid as at immediately
prior to Completion to any current or former employee or contractor of the Group (inclusive of
any related on-costs) in connection with the sale and purchase of the Shares under this
Agreement or in connection with any alternative transactions or arrangements, in each case
as Fairly Disclosed in the Due Diligence Material; for the avoidance of any doubt, exclusive of
any contingent or conditional bonus, profit share, incentive, retention or similar payments that
are unpaid as at immediately prior to Completion.

“Transaction Costs" means any third party costs and expenses (inclusive of G8T where
applicable) that are payable by any Group Company but are unpaid, as at immediately prior
to Completion (including on behalf of the Vendor in connection with the sale and purchase of
the Shares under this Agreement).

"Unrecovered Loss" has the meaning in clause 11.5.

"VDD Reports” means the following reports:

{(a) legal vendor due diligence report prepared by Russell McVeagh dated 3 December
2021;

{0 commercial vendor due diligence report prepared by L.E.K. Consulting dated 30
October 2021;

(c) financial vendor due diligence report prepared by Ernst and Young dated 22

December 2021, and trading update report prepared by Ernst and Young dated 24
February 2022;
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1.2

(d) tax vendor due diligence report prepared by Ernst and Young dated 10 January
2022; and

(e} environmental audit vendor due diligence report prepared by Tonkin & Taylor Ltd
dated December 2021.

"Vendor Debt” means all amounts owing by any Group Company to the Vendor, the principal
amount of which being $775,038,490.37 as at the date of this Agreement, plus all accrued
but unpaid interest thereen,

"“Vendor Debt Balance" means, the principal, interest, fees, costs and all other moneys
payable by any Group Company in respect of any Vendor Debt which is outstanding at
Completion, as notified under clause 6.11(a).

“Vendor Information Form” means the vendor information form to be provided by the Vendor
to the OIO in connection with the OlO Application.

"Vendor's Bank Account” means the bank account in the name of the Vendor as notified to
the Purchaser by the Vendor in writing from time to time.

"Warranties” means the warranties set out in Schedule 2.
“Warranty Insurance” has the meaning given in clause 11.1.

“Warranty Insurance Policy" means the policy{ies) pursuant to which the Warranty Insurance
is obtained.

"Warranty Insurer” means the insurer(s) of the Warranty Insurance policy.

"W&I Policy Amount” means an amount equal {o

"W&I Policy Cost’ means the sum of all premiums, brokerage, Tax, and other charges, costs
and expenses of, and payable by, the Purchaser in connection with the procurement by the

Purchaser of the Warranty Insurance Policy {excluding the Purchaser's legal fees).

Interpretation: In this Agreement, unless the context otherwise requires or specifically stated
otherwise:

(a) headings are to be ignored in construing this Agreement;

(b} “including” and similar words do not imply limitation; .

(c} the singutar includes the plural and vice versa;

{d) one gender includes the other genders;

(e) references to individuals inciude companies and other corporations and vice versa,
(f) a reference to a statute or other Law includes regulations, rules, orders and other

instruments under it and consolidations, amendments, re-enactments or
replacements of any of them (whether before or after the date of this Agreement);

{g9) reference to any document includes reference to that document (and, where

applicable, any of its provisions) as amended, novated, supplemented, or replaced
from time to time;
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(h)

(i)

i

U

(m)
()
(0)

(s}

reference to an event includes any action, omission, transaction or any other
occurrence or state of affairs;

reference to a party, person or entity includes:

(i) an individual, partnership, firm, company, body corporate, corporation,
assaciation, trust, estate, state, government or any agency thereof,
municipal or local authority and any other entity, whether incorporated or
not (in each case whether or not having a separate legal personality); and

{it) reference to a party to this Agreement or another agreement or document
refarred to in or contemplated by this Agreement and includes the party's

successors and permitted assigns (and, where applicable, the party's legal
personal representatives);

"written" and "in writing” include any means of reproducing words, figures or symbols
in a tangible and visible form;

references to money, “dollars™ and “$” are to New Zealand dollars unless in each
case specifically stated otherwise,;

references to times of day or dates are to New Zealand times and dates unless in
each case specifically stated otherwise;

each schedule or other attachment o this Agreement forms part of this Agreement;
a right or power may be exercised from time to time and at any time;

any word or expression cognate with a definition in this Agreement has a meaning
corresponding or construed to the definition;

reference to a clause, sub-clause, schedule or a party is a reference to that clause,
sub-clause, schedule or party in this Agreement unless stated otherwise;

reference to anything of a particular nature following upon a general statement shall
not in any way derogate from, or limit the application of, the general statement,
unless the particular context requires such derogation or limitation;

reference to "month" or "monthly” means calendar month or calendar monthly;

a reference to "control”, "controliing” includes where one or more persons, directly
or indirectly, whether by the legal or beneficial ownership of shares, securities or

other equity, the possession of voting power, by contract, trust, or atherwise:

(B has, or may have, the power to appoint or remove the majority of the
members of the governing body of the person concerned;

(i) cantrols or has the power, or may have the power, to control the affairs or
policies of the person concerned; or

iii) is in a position to derive more than 50% of the benefit of the existence or
activities of the person concerned;

and "controlled” shall have the meaning correlative thereto.
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2.1

2.2

2.3

2.4

3.1

3.2

(t) a reference to writing includes an email communication and any means of
reproducing words in a tangible and permanently visible form; and

(u} this Agreement shall not be construed against any party by reason of the drafting or
preparation hereof.

SALE AND PURCHASE OF SHARES

Sale: The Vendor shall sell the Shares, and the Purchaser shall buy the Shares, on the
Completion Date for the consideration and on the terms and conditions set out in this
Agreement.

Rights and Encumbrances: The Shares will pass to the Purchaser at Completion:
{a) together with all rights which attach to the Shares on or after Completion; and
) free of all Security Interests.

Title: Legal and beneficial title to the Shares shall remain with the Vendor until Completion,
and pass to the Purchaser on Completion,

Equity Commitment Letter. To proceed with the Transaction, each party hereby
acknowledges that, prior to or as of the date of this Agreement, the Purchaser has delivered
to the Vendor a true and complete copy of the executed Equity Commitment Letters between
the Purchaser and the entity named therein, pursuant to which such entity has committed to
invest or cause to be invested in the equity capital of the Purchaser the amount set forth therein
for the purposes of the paymeni obligations of the Purchaser under this Agreement.

CONDITIONS
Conditions: Completion is conditional upon the following:

(=) 010 Consent: consent being given to the Purchaser under the Overseas Investment
Laws to the transfer of the Shares to the Purchaser on, subject to clause 3.2{e){vi),
terms and conditions acceptable to the Purchaser {acting reasonably) (the "010
Condition™).

(b} Approval of the Transaction: (i) the approval of the shareholders meeting of Beijing
Capital Eco-Environment Protection Group Co., Ltd. (PRC) (600008}, which is listed
on the Shanghai Stock Exchange, and (i) the approval of the shareholders meeting
of Capital Environment Holdings Limited (Cayman) (HK03989}, which is listed on the
Hong Kong Stock Exchange being obtained in order for the Vendor to proceed with
and complete the Transaction {the “Shareholder Approval Condition”).

Endeavours to fulfil: in order to fulfil the Conditions:
(a) the party specified in clause 3.4 as being responsible for obtaining a
consent/clearancefapproval shall apply for that consent/clearance/approval, and

diligently pursue the satisfaction of the Condition;

(&) each party shall use reasonable endeavours, and cooperate with the other parly, to
cause the Conditions to be satisfied as soon as reasonably practicable;
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(d)

(e}

the Purchaser must keep the Vendor informed as to progress in procuring the
satisfaction of the Q10O Condition, including providing the Vendor with a copy of the
010 Application and copies of all material filings or other material correspondence
with the OlO in connection with the Purchaser's 010 Application or the Transaction
{provided that any commercially sensitive information may be provided to the
Vendor's counsel on a counsel-only basis),

the Vendor must keep the Purchaser informed as to progress in procuring the
satisfaction of the Shareholder Approval Condition, including providing the
Purchaser with copies of any notices of meeting and all material filings and other
material correspondence, including with any regulator or shareholders, in connection
with the Shareholder Approval Condition or the Transaction (provided that any
commercially sensitive information may be provided to the Purchaser's counsel on
a counsel-only basis};

without limiting the foregoing, in relation to the QIO Condition:

(i) the Purchaser will submit its application for consent, and the Vendor will
submit its Vendor information Form, to the QIO by no later than the date
that is five Business Days after the date of this Agreement and each party
will promptly provide to OIO all other notices, information and documents
reasonably requestad by the QIO for the purpose of fuffiliing the Condition,

(i) foliowing submission of its application to the OIO, the Purchaser will
diligently progress such application (including by responding to the 010 in
atimely manner in compliance with prescribed timeframes, in respect of all
its enguiries and other correspondence);

(iid) the Purchaser will not resile from, or change, except with the prior written
consent of the Vendor, with & consequence that might be adverse to its
prospects of satisfying the OIO Condition, any of the assurances or other
commitments provided by the Purchaser to the OIO in, or in connection
with its application for consent;

{iv) the Purchaser will not, other than on termination of this Agreement,
withdraw or vary (with a consequence that might be adverse fo its
prospects of satisfying the OlO Condition), or procure such withdrawal or
variation, of any application to the OI0 made in connection with satisfying
the QIO Condition;

(v) the Purchaser will keep the Vendor informed in a timely manner of the
status of any material discussions or negotiations with the OIO regarding
the 010 Condition, including inviting (with reasonable advance notice) the
Vendor {or its advisers) to attend such discussions or negotiations and
providing the Vendor with copies of all material correspondence and
material submissions {which may be on a counsel-only basis with respect
to commercially sensitive information to enable the Vendor's counsel to
report to the Vendor generally on progress and prospects for satisfaction
of the OO Condition); and

(vi) the Purchaser may not withhold its approval to the terms of any consent
granted under the Overseas Investment Laws for the purposes of clause
3.1(a) if the terms or conditions imposed are any of the ClQ’s standard
ferms or conditions set out in Schedule &; and
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3.3

3.4

3.5

3.6

4.1

H each party must,

(i) keep the other party informed in a timely manner of the progress regarding
the Conditions; and

(ii} promptly notify the other party on becoming aware of.

(2a) the satisfaction of any Condition, including by promptly delivering
to the Vendor or the Purchaser (as applicable) evidence of the
approval or consent (as applicable); or

(bb) any Condition becoming incapable of being satisfied, or any fact,
event or circumstances or matter that could be reasonably
expected to prevent a Condition from being satisfied, and the
basis {or likely basis) for that being the case.

Exception: Except where consistent with the terms or conditions set out in Schedule 5, or
where reasonably required to satisfy the OJQ Condition, clause 3.2 does not require a party
o pay any money (other than normal fees, costs, and charges (including charges of
professional advisers)), incur any material liability, or accept or agree to any condition imposed
by any Authority on or in connection with its consent, in order to satisfy the Conditions.

Primary responsibility: The Purchaser shall apply for the consent referred to in
the OIO Condition in accordance with clause 3.2, and the Vendor shall be primarily
responsible for obtaining the approvals referred to in clause 3.1(b), in each case in accordance
with clause 3.2,

Waiver, The

(a) OO Condition has been inserted for the protection of the Vendor and the Purchaser
and may not be waived; and

(b} Condition contained in clause 3.1(b) has been inserted for the protection of the
Vendor and may only be waived by agreement in writing between the Vendor and
the Purchaser where permitted by applicable law.

Release of information by the OlO: Without limiting clause 17, the Purchaser shall use
reasonable endeavours, to the extent within its control, {o provide the Vendor with a full
opportunity to review, comment on and request the withholding or amendment of any
information proposed to be released by the OIO to the public {(in advance of that information
being released to the public), including where such release is proposed to be made:

(a) in the public decision sheet to be published by the OIO after consent is granted, or

()] pursuant to any request made by a third party under the Official Information Act 1982
for release of some, or all of the information retating to the Purchaser's application
for consent.

PURCHASE PRICE
Purchase Price: The purchase price for the Shares Is:

(a) the Enterprise Value, less
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(b} the sum of the Vendor Debt Balance and the Cash Advance Facility Balance, less

(the "Initial Purchase Price”, subject to adjustment under clauses {e) andfor (f));

{e) plus any adjustments that increase the Initial Purchase Price under clauses 6.11(e){i)
and/or 8.11(e)(ii);

] fess any adiustments that decrease the Initial Purchase Price under clauses
B.11(e)ii) andfor 6.11(e}{i);

(o plus any amounts payable by the Purchaser to the Vendor under clauses 8.5(a){i)
and/or 8.5(a)(iii); and

{h less any amounts payable by the Vendor to the Purchaser under clauses 8.5{a)(ii)
and/or 8.5(a)(iv},
and as further adjusted in accordance with this Agreement (the

“Purchase Price”).

Lowest Purchase Price: The parties agree that, for the purposes of the financial
arrangements rules in the Tax Act:

(a) the Purchase Price is the lowest price that they would have agreed upon, with
respect to the Shares at the time this Agreement was executed, on the basis of
payment in full at the time at which the first right in the Shares is to be transferred;

(b} the Purchase Price is the value of the Shares; and

{c) they will compute their taxable income for the relevant period on the basis that the
Purchase Price includes no capitalised interest, and will file their tax returns
accordingty.

For the purposes of this clause the term "right" in the Shares shall bear the same meaning as
the term “right” in section YA 1 of the Tax Act,

PAYMENT OF PURCHASE PRICE AND PURCHASER ADVANCE

Payment of Purchase Price and Purchaser Advance: The Purchaser shall satisfy its
obligation to pay the Purchase Price and Purchaser Advance as follows:

(a) by payment of an amount to the Vendor at Completion equal to:

(i} the Initial Purchase Price; Jess
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(c} by payment (or by procuring the payment) of a portion of the Purchaser Advance
equal to the amount of the Vendor Debt Balance to the Vendor on behalf of the
Company in satisfaction of the Vendor Debt in accordance with clause 7.4(a) and
the Direction Letter;

{d) by payment (or by procuring the payment) of a portion of the Purchaser Advance
equal to the Cash Advance Facility Balance to ANZ Bank New Zealand Limited on
behalf of the Company at its nominated account (as set out in the Cash Advance
Facility Agreement or otherwise notified to the Company in writing) in order to settle
in full the Cash Advance Facility Balance in accordance with clause 7.4{a) and the
Direction Letter; and

{e) by payment of the Adjustment Amount on the Adjustment Date (if applicable).

Payment to Vendor's Bank Account: Payment of any amount payable 1o the Vendor io the
Vendor's Bank Account in accordance with clause 5.5 shall be considered as satisfying the
Purchaser's obligation to pay that amount to the Vendor in accordance with this Agreement.

Payment to Purchaser's Bank Account: Payment of any amount payable to the Purchaser
to the Purchasers Bank Account in accordance with clause 5.5 shall be considered as
satisfying the Vendor's obligation to pay that amount to the Purchaser in accordance with this
Agreement,

Default interest: If a party does not pay any amount payable under this Agreement on the
due date for payment ("Due Date"} that party shall pay to the other party interest (both before
and after judgment) on that amount. That interest:

(a) shall be paid at 8% per annum;

(b) accrues and shall be calculated on a daily basis from and including the Due Date
until the unpaid amount is paid in full before and, as an additional and independent
obligation, after any judgment or other thing into which the liability to pay the amount
becomes merged; and

(c) is payable from day {o day.

The right of the other party to require payment of interest under this clause does not limit any
other right or remedy of the other party.

Payments: Each party shall pay all amounts payable under this Agreement in New Zealand
doliars and in immediately availabie funds:

(a) free of any restriction or condition;
(b) free of and without any deduction or withholding on account of any Taxation; and
{c) without any deduction or withholding on account of any other amount, whether by

way of set-off, counterclaim or otherwise.
GST: Notwithstanding any other provision in this Agreement, if a party (or, where that party

is @ member of a GST group, the representative member of that group) is or becomes liable
to pay GST in respect of any supply made by it under this Agreement, the other party must
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pay to the first-mentioned party, in addition to and at the same time as the amount otherwise
payable for the supply, an additional amount equal to the amount of that GST, subject to
receipt of a tax invoice {or such other infermation as may be required to be provided under the
GST Act).

Expenses: Where any indemnily, reimbursement or similar payrment under this Agreement
("Reimbursement or Indemnity Payment™) is based on any cost, expense or other liability,
the amount of the Reimbursement or Indemnity Payment shall be calculated net of any
entitiement o input tax or deduction from output tax for GST purposes in relation to the relevant
cost, expense or other liability, provided that if the Reimbursement or indemnity Payment is or
is deemed to be consideration for a supply by the recipient of the payment, the party paying
the Reimbursement or Indemnily Payment will pay to the other party an additional amount
equal to the GST (if any) chargeable on that supply in accordance with clause 5.6.

PRE-COMPLETION OBLIGATIONS

Conduct of the Business during the Interim Period: During the Interim Period, the Vendor
must use all reasonable endeavours to procure that each of the Group Companies will, and
{to the extent that a Group Company can by exercising its voting, coniractual or other rights to
do s0) each Joint Venture will;

(a) Going concern: operate the Group Companies and carry on the Business as a going
concermn;
{s)] Conduct of the Business: conduct the Business and use the assets owned by the

Group Companies and/or used in the Business in the ordinary course of business
and in substantially the same manner as it has done in the 12 months preceding the
date of this Agreement,

{c) Licences: use reasonable endeavours to:

i maintain all regulatory licences, approvals and consents, including the
Business Licences, required in order {o operate the Business; and

(i) do, not do or omit to do anything that would or would be reasonably likely
to prejudice the currency of, or ability to renew, any such licences,
approvals or consents, including the Business Licences;

(d) Maintenance of fixed assets: maintain all fixed asseis of the Group in as good a state
of operating condition, order and repair as they were in at the date of this Agreement,
having regard to the age and book value of such fixed assets, except for ordinary
depreciation and fair wear and tear;

(e) Purchase of fixed assets: not acquire or purchase any fixed assets, nor enter into
any capital commitment other than as Fairly Disclosed in the Due Diligence Material,
or other than in the ordinary course of conducting its business as Fairly Disclosed in
the Due Diligence Material, individually cr in aggregate in excess of $1,000,000;

i} Sale of fixed assets: not dispose of any fixed assets with a book value in excess of
$1,000,000, individually or in the aggregate, other than (i) in the ordinary course of
conducting its business or {ii) where the sale of, or the purchase of a replacement
of, such fixed assets are specifically provided for in the budgets which have been
Fairly Disclosed in the Due Diligence Material;
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{h)

)

(k)

No New Liabilities or Indebtedness: Other than the renewal or extension of the
current facility agreement between the Vendor and the Company in respect of the
period to Completion, not create or incur any material liability or Indebtedness
(whether contingent or otherwise), or enter into any guarantee, indemnity or surety,
except in the ordinary course of business;

Insurance: maintain and keep in force all material insurance policies in farce at the
date of this Agreement in respect of the Group Companies, the Business and the
assets of the Group Companies on materially the same terms and conditions and
make payment of all premiums payable in respect of such policies;

Existing Contracts: other than in the ordinary course of business and/or consistent
with past practice, not materially vary (including by way of early termination} (or agree
to materially vary) any existing contract, licence, deed, agreement or arrangenent
in respect of the Business which involves for the Group aggregate revenue or
expenditure of more than $1,500,000 per annum, individually or in the aggregate
{(and including, for clarity, any joint venture agreement or shareholders’ agreement
(or similar) in relation to any Joint Venture), provided that neither the Vendor nor any
Group Company shall, without the prior written consent of the Purchaser {acting
reasonably and without delay) vary, amend or change (or agree to vary, amend or
change) any of the following documents, agreements or arrangements, or any
documents, agreements or arrangements related to:

so that the relevant terms of such document, agreement or arrangement are (or are
likely to be) (when taken as whole) more onerous for the Purchaser, in any material
respect, than those applying at the date of this Agreement;

New Contracts: other than in the ordinary course of business, not enter into any new
contract, agreement or arrangement in respect of the Business which involves for
the Group aggregate revenue or expenditure of more than $1,500,000 per annum,
individually or in the aggregate, or which would otherwise be a Significant Contract;

Claims: promptly notify the Purchaser in writing upon becoming aware of any claim
or related series of claims of more than $1,500,000, individually or in the aggregate,
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(m)

(n

{0}

(2

(a)

{r)

{s)

or any new lawsuits, proceedings, demands, or regulatory investigations which
occur, or are broughi, asserted, instigated or commenced against it, or, in respect of
the Business or any of the Group Companies’ assets only, against any of its officers
or employees; ’

Initiating and seftling claims: not initiale or settle any legal claims, demands or
proceedings for an amount resulting in a cost to the Group Companies which
exceeds $1,500,000 cther than for the collection of debis owing to that Group
Cempany;

Constitution: not alter, adopt or revoke any Group Company's constitution;
Share Capital: not do any of the following;

{i) increase, reduce or otherwise alter that Group Company's share capital or
grant any options or rights for the issue of shares or other securities; or

{ii} issue, redeem, buy back, sell or otherwise dispose of any shares in that
Group Company, or create any obligation to issue, redeem, buy back, ssll
or othenwise dispose of any shares in that Group Company,; or

(i) alter any rights or restrictions attaching to any of the Shares;

Payments to Directors: not pay any fees or other emoluments to, or for the benefit
of, any director of a Group Company other than normal remuneration and allowances
payable to executive directors and the JV External Directors in each case consistent
with past practice;

Employment: not alter, in any material respect, any of the remuneration, benefits or
other conditions of employment or engagement of any director, officer, employee or
consultant or independent contractor of a Group Company other than changes
consistent with the normal business practices employed by thai Group Company or
to amend the terms of the agreements with any owner-drivers to ensure the owner-
drivers are not employees at Law {provided that such amendments are in
accordance with and reflect the legal advice to Waste Management NZ Limited from
LangionHudsonButcher dated 14 November 2021), or terminate the employment of
ar encourage the resignation of, or offer employment to or employ (other than in
substitution of another employee who has resigned}, any perscn with an annual base
salary (including any bonus, incentive or other benefit) in excess of $150,000 per
annum or on any terms which are unusual by reference to existing employment terms
applicable to that Group Company;

Intellectual Property: other than in the ordinary course of business, not grant to any
third party the right {o use any Intellectual Property of that Group Company or alter
any Intellectual Property licences;

Dividends:. not pay or make any dividend or other distribution, except as permitted
by clause 8.5;

Merger or consolidation: not merge or consolidate with any other corporation or
acquire all or substantially all of the shares or the business or assets of any other
person, firm, association, corporation or business organisation, or agree t{o do any
of the foregoing;
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(W)
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(@)

(aa)

Major transaction: not enter into any major transaction (as that term is defined in the
Companies Act);

Accounting policies: except as required by Law, not materially modify any of its
accounting policies or procedures;

Tax; not make any material Tax efection or settle or compromise any material Tax
liability, uniess the election, settlement or compromise is required by l.aw or is in the
ordinary course of business;

Joint ventures: not enter into, amend or vary any joint venture, partnership,
unincorporated association or similar arrangement;

Refuse deposits and levies: deposit or dispose of refuse at landfills, including those
used by the Group Companies in the ordinary course of business, and pay all costs
and levies (or similar amounts) in respect of such deposits or disposals in
substantially the same manner as it has done in the 12 months preceding the date
of this Agreement, including as to the frequency and timeliness of any such deposits,
disposals andfor payments (as applicable},

Capital expenditure: use reasonable endeavours to undertake all capital expenditure
during the Interim Period in the ordinary course of business and otherwise in
accardance with the amounts and timelines included in the Capex Schedule;

Matariki SPA condition: not waive any condition under the Matariki SPA; and

Redvale put options: not enter into any surrender (or similar) arrangements in
respect of the put option agreements relating to the Redvale landiill, except as
required in order to comply with the terms of, and the arrangements in connection
with, stich put option agreements in place at the date of this Agreement as Fairly
Disclosed in the Due Diligence Material.
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6.3

ARL and Tirchia consents:

(a)

Without limitation to clause 6.1{(c), prior to Completion, the Vendor must;

{i)

(i)

{ii)

diligently pursue the resource consents, including the proceedings relating
to such consents, for the Auckiand Regional Landfill and the extension to
the Tirohia Landfill;

keep the Purchaser informed in a timely manner as to progress in procuring
such consents, including promptly providing the Purchaser with a copy of
all material filings and other material correspondence and keeping the
Purchaser informed in a timely manner of the status of any material
discussions or negotiations in respect of, or refating to, such consents; and

subject to the Purchaser complying with clause 6.3(b), where a decision in
respect of procuring such consents would involve a key strategic decision
or compramising, setting or agreeing any material matters, and that
decision would ordinarily require the approval of the Managing Director of
the Company:

{aa) not make such decision or agree to any compromise, setilement
or agreement without first consulting with the Purchaser's
Nominee; and

(bb} obtain the prior written approval of the Purchaser's Nominee,
such approval not to be unreasonably withheld, delayed or
conditioned,

and sub-clauses (aa) and (bb) will be deemed to be satisfied if the
Purchaser's Nominee is not able to be contacted by phone or email within
a 48 hour period, or fails to make a decision, within such timeframe as the
Vendor considers (acting reasonably) that the Court's process requires,
provided that the Vendor shall in all cases in discharging its obligations
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(b}

under this clause promptly {but in any case within 24 hours after becoming
aware of any relevant timeframe) notify the Purchaser's Nominee by phone
or email of that timeframe; and

the Purchaser must, within five Business Days of the date of this Agreementi, appoint
a nominee for the purposes of clause 6.3(a)(ii) ("Purchaser's Nominee"), who is
authorised to give the approval(s) required by that clause, and notify the Vendor of
the identity of the Purchaser's Nominee and their contact details.

General Exceptions: Clause 6.1 does not restrict the Vendor or any Group Company from
daing or not deing anything, that;

{@)
(b)

(c)

(d)
(e)

®

is specificailly contemplated or required by this Agreement;

is necessary to comply with any applicable law or any applicable regulatory
requirement or any direction provided by an Authority to the Vendor or the Group
Company (as applicable),

is specifically provided for and permitted under the budget for the financial year
ended 31 December 2022 (being the documents in Data Room folders 03.01,
03.02.05 and 03.05.12) as Fairly Disclosed in the Due Diligence Material;

is reasonable {o respond to any emergency or disaster,
has been Fairly Disclosed in the Due Diligence Material, including in respect of
performing any contractual obligations that have been Fairly Disclosed in the Due

Diligence Material; or

is done or not done with the prior consent of the Purchaser (which consent must not
be unreasonably withheld, conditioned or delayed),

provided that the Vendor must notify the Purchaser prior to, or pramptly after, any action is
taken in accordance with clauses 6.4(b) to 6.4{f} if that action would otherwise constitute a
breach of clause 6.1, with such notice to include reasonable detail of the action to be taken or
which has been taken (as the case may be).

Permitted acts: Before Completion, but subject to compliance with all relevant Law,
notwithstanding clause 6.1, a Group Company may:

(a)

pay cash dividends provided that if any such dividend is declared then:

(i} it must be paid (for the purposes of section OB 30 or OP 28 (as applicable)
of the Tax Act) prior to Completion;

(i) it may only be imputed to the extent of imputation credits (if any) available
at the date of the dividend,

{iii) the amount of imputation credits attached must not exceed the amount

permitted to be attached under the benchmark dividend rules in section
OB 81 or OP 43 (as applicable) of the Tax Act; and

(iv) the imputation credit account of the Company must not have a debit
balance at Completion; or
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(b) pay principal, interest, fees, costs or any other moneys payable in respect of any
Indebtedness,

Purchaser Access to Senior Management and Information: During the Interim Period, the
Vendor will, and will procure that the Group Companies will, arrange for the Purchaser and its
Representatives to have such access as the Purchaser reasonably may request, during usual
office hours, to Senior Management, to any premises from which the Business is conducted
(including any Properties), and to any reports provided by the Company to the Vendor for the
purposes of the Purchaser preparing for the ownership of, and familiarising itself with, the
Group Companies and the Business provided that in exercising its rights under this clause 6.8,
the Purchaser;

(a) will ensure that no substantial or material interference or disruption is caused to the
operation of the Business;

(b} will ensure that the Purchaser and its Representatives comply with all reasonable
requirements of the Vendor in relation to physical presence on the Properties,
including health and safety requirements;

(c) must give reasonable prior notice to the Vendor of its request for access and, if
required by the Vendor (acting reasonably), the Representatives of the Purchaser
must be accompanied by a Representative of the Vendor; and

(d) has no rights to direct or provide instructions in relation to the operation of the
Business or interfere with the Business,

Contact with employees: Subject to clause 8.8, prior to Completion, the Purchaser shall not,
without the prior written consent of the Vendor {which consent must not be unreasonably
withheid or delayed), contact any employee of any of the Group Companies other than as
expressly permitted pursuant to this Agreement, and shall not in any way seek to direct,
influence or contral the management, conduct or operation of all or any part of any of the
Group Companies.

Notice of breach: If, a! or prior to Completion, the Vendor becomes aware of any breach of
any of the Warranties, or any of the obligations of the Vendor under this Agreement, including
under clause 6.1, the Vendor shall promptly (but in any case within five Business Days of the
Vendor becoming aware of the breach (or such shorter period if required having regard to the
Completion Date), but in any event prior to Completion) give written notice to the Purchaser of
that fact and the circumstances giving rise toit.

Return of information: If this Agreement is cancelled or terminated, the Purchaser shall
promptly return to the Vendor all written or recorded information relating to the Group
Companies, and any other information relating to the Transaction, which the Purchaser or its
Representatives have obtained from the Vendor or its Representatives. This clause 6.8 does
not limit clause 17, or any other confidentiality arrangements entered into by the parties in
connection with the Transaction.

New directors etc: The Purchaser will, at least 5 Business Days before the Completion Date,
give to the Vendor a notice setting out details of:

(a) the persons who the Purchaser wifl nominate as directors of each Group Company
{to the extent the Vendor or a Group Company has the right to appoint such
directors) from Completion (which must be the same individuals identified in the
application for consent submitted to OlO under clause 3.2(d), unless agreed
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otherwise by the Vendor), together with signed directer consent forms (and such
other information as is required in New Zealand) in respect of the appointment of
each such director (the "Incoming Directors”). Atleast one such director must meet
the residency requirements set out in the Companies Act;

{b) the persons who will be required to resign as directors of the Group Companies from
Completion (the "Retiring Directors™), provided that the Retiring Directors may not
include any director of a Group Company who was not appointed by the Vendor or
a Group Company, and

(c) the proposed changes to the signatories of any bank account maintained by the
Group Companies (other than the Joint Ventures), fogether with specimen
signatures of the new signatories and any related documentation required by the
relevant financial institution.

Determination of the Vendor Debt Balance, the Cash Advance Facility Balance and the
Initial Purchase Price: No earlier than 14 Business Days, and no later than 12 Business
Days, prior to the Completion Date, the Vendor must determine (acting reasonably) and notify
the Purchaser in writing of:

(a) the Vendor Debt Balance;
(b} the Cash Advance Facility Balance;
¢} the Initial Purchase Price;
(d) the Estimated NWC and the Estimated Net Debt; and
{e) the following adjustments to the Initiai Purchase Price:
(i} if the Estimated NWC is greater than the Reference NWC, the amount

equal to the excess of the Estimated NWC over the Reference NWC,

(i) if the Estimated NWC is less than the Reference NWC, the amount equal
to the excess of the Reference NWC over the Estimated NWC; and

(iii) the absolute value of the Eslimated Net Debt, which will be expressed as
a positive number if Debt exceeds Cash and a negative number if Cash
exceeds Debt.

Application of Insurance Proceeds: Without limitation to clause 6.1, if during the Interim
Period there is any material damage to, or destruction of, any of the Properties (or any part of
any of the Properties), including any material fixiures, fittings, plant, equipment or other assets
(including motor vehicles) located at any of the Properties, where the relevant Property is used
inwhole {or in part only} by the Group Companies in the Business as a landfill or refuse transfer
station, {a "Damage or Destruction Event") the Vendor must:
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(a)

(b)

(c)

(d)

ensure that no Group Company takes any action, or omits to take any action, that
would or would be reasonably likely to result in or contribute towards a Group
Company not being able to make or pursue a claim, or materially reduce the amount
of any claim which may be made or proceeds that may be received by any Group
Company in respect of the Damage or Destruction Event under any relevant
insurance policies maintained by the Group Companies;

procure that the relevant Group Companies promptly make a claim under all relevant
insurance policies maintained by the Group Companies for the maximum amount
the relevant Group Companies are entitied to claim for any such damage, destruction
andfor business interruption in respect of, or as a result of or in connection with, such
Damage or Destruction Event;

procure that the Group Companies promptly, and during the Interim Pericd where
practicable, apply any proceeds received from any claims under any relevant
insurance policies (together with any amounts to be received under the relevant
insurance policies and an amount equal ta any excess under the relevant insurance
policies, but net of any tax payable on such proceeds or other amounts, the
“Insurance Proceeds”), but excluding in each case any Insurance Proceeds
received under any business interruption or similar insurance, towards, and
otherwise take all reasonable actions, steps and works that a prudent owner and
operator of a business of the nature of the Business would take towards, repairing
and re-instating the Property (or any part of the Property} to a state and condition
equivalent in all material respects to the state and condition of the relevant Property
{or the relevant part of the Property) immediately prior fo the occurrence of the
Damage or Destruction Event and in any event so the Business can be carried on in
the ordinary course of business as it was carried on immediately prior to such
Damage or Destruction Event; and

procure that the Group Companies consult with the Purchaser in relation to, and
keep the Purchaser informed of the progress of, any relevant insurance claim, and
provide the Purchaser with copies of all relevant documents (including all material
correspondence with any insurer) in connection with the same and, in respect of any
action, step or work proposed to be undertaken with an estimated cost or value in
excess of $1,000,000, seek the Purchaser's prior written consent to such action, step
or work {such consent not to be unreasonably withheld or delayed).

COMPLETION

Time for Completion: Completion shall take place as early as practicable, but not Iater than
15:00 in Wellington, New Zealand, on the Completion Date by way of remole settlement,

Vendor's obligations on Completion: At or before Completion, the Vendor shall deliver the
following to the Purchaser:

(a)

(b)

transfers of the Shares to the Purchaser duly executed by the applicable Vendor in
registrable form;

the share certificates for the Shares, or a cerlificate by a director of the Company
that no share certificates have been issued for the Shares;

a copy of any power of attorney or other authority under which the transfers of the
Shares are executed by the Vendor,
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{0

evidence satisfactory to the Purchaser (acting reasonably) that the Purchaser will,
subject to and with effect from Completion, be registered in the share register of the
Company as the holder of the Shares;

evidence satisfactory te the Purchaser (acting reasonably) of the passing by the
board of directors:

(i} of the Company of a valid resolution approving the transfers of the Shares
and directing that the name of the Purchaser be entered in the share
register of the Company upon production of the applicable transfer duly
executed;

(i) of each relevant Group Company, of a valid resolution appointing the
incoming Directors of the applicable Group Company with effect on and
from Completion, subject to the receipt of duly signed consents to act from
the relevant Incoming Directors; and

(i) of each Group Company, of a valid resclution;

(aa) accepting the resignations of all Retiring Directors of the
applicable Group Company with effect on and from Completion
but so that a properly constituted board of directors of each
Group Company is in existence at all times; and

{bb) changing the signatories of any bank account maintained by the
applicable Group Company io those individuals notified by the
Purchaser under clause 6.10(c) with effect on and from
Completion;

any Direction Letter required under clause 7.4(a), duly signed on behalf of the
Company;

the Business Records of each Group Company (excluding the Joint Ventures);

the resignations of Retiring Directors identified in the notlices given pursuant to
clause 6.10(b), from their office of director of, and all offices or places of profit under,
each Group Company (as applicable, but excluding the directors of the Joint
Ventures not appointed by the Company) and acknowledgements by them to the
effect that no moneys are owing to them whether by way of fees, salary, expenses,
compensation for loss of office or otherwise and that they have no claims of any
nature whatsoever against any Group Company;

in respect of any Security Interest over:
(i the Shares; or
(it any of the assets and undertakings of any Group Company (excluding the

Joint Ventures and except to the extent such Security Interest(s) comprise
a Permitted Encumbrance),

immediately prior to Completion, evidence satisfactory to the Purchaser that the
Security Interest has been released with effect from Completion;

evidence satisfactory to the Purchaser that any financing statement registered on
the PPS Register over any Group Company (excluding the Joint Ventures) not
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{k)

describing a Permitted Encumbrance has been amended or discharged with effect
on or prior to Completion;

evidence satisfactory to the Purchaser that the run-off insurance contemplated by
clause 9.1 is in place with effect on and from Completion; and

Deemed Delivery: Where the Vendor and the Purchaser agree that defivery to the Purchaser
of an item at Completion is impracticable or inconvenient, the requirement for delivery may he
satisfied by the Vendor placing that item under the control of a Group Company or the
Purchaser.

Payments and other obligations of the Purchaser on Completion: At Completion, the
Purchaser shall:

(a)

(b)

if there is any Vendor Debt Balance and/or any Cash Advance Facility Balance,
provide to the Company by way of loan an amount equal to the aggregate of the
Vendor Debt Balance and/ior the Cash Advance Facility Balance (the "Purchaser
Advance") in order for the Group to repay in full the Vendor Debt Balance and the
Cash Advance Facility Balance, which the Company will direct pursuant to a letter of
direction in the Agreed Form (the "Direction Letter”) that the Purchaser pay (or
procure the payment) directly to:

(i} the Vendor at the Vendor's Bank Account in accordance with clause 5.5 in
order to settle in full the Vendor Debt and to obtain releases of the
encumbrances securing the Vendor Debt, against which payment of the
Vendor Debt shall be deemed to be discharged in full;, and

i) ANZ Bank New Zealand Limited at its nominated account {as set out in the
Cash Advance Facility Agreement or otherwise notified to the Company in
writing) in accordance with clause 5.5 in order to settle in full the Cash
Advance Facility Balance and to obtain releases of the encumbrances
securing the Cash Advance Facility Balance, against which payment of the
Cash Advance Facility Balance shall be deemed to be discharged in full;

(iii) pay the Initial Purchase Price, in the manner specified in clause 5; and

deliver to the Vendor:

0] a signed copy of the completion no claims declaration required to be
provided by the Purchaser to the Warranty Insurer under the Warranty
insurance Policy,;

(i) evidence, in a form satisfactory to the Vendor {acting reasonably), that the
W& Policy Cost has been paid (or will be paid at Completion in accordance
with the payment instructions of the Warranty Insurer), and

{iii) a certificate of currency regarding the Insurance Policy that each condition

to the Warranty Insurer's obligations under the Warranty Insurance Policy
has been satisfied {or will be satisfied if Completion occurs); and
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7.5

7.8

8.1

Completion simultaneous; The actions to take place as specified in clauses 7.2, 7.3 and 7.4
are interdependent and must take place at the same time and on the same day. A parly need
not complete the sale or purchase of any of the Shares unless the sale and purchase of all the
Shares is completed simultaneously. Without limiting clause 7.8, if one action does not take
place on the Completion Date, then without prejudice to any rights available to any party as a
consequence:

(a) there is no obligation on any party to undertake or perform any of the other actions;

{b) to the extent that such actions have already been undertaken, the parties must do
everything reasonably required to reverse those actions; and

{c) the Vendor and the Purchaser must each return the other all documents delivered
to it under clause 7.2 and 7.3 and must each repay {or procure the repayment) to
the other all payments made under clause 7.4, without prejudice to any other rights
any party may have in respect of that failure.

Default: If the Purchaser or the Vendor {each a "Defaulting Party”) defaults in any material
respect in the performance of any of its obligations under this clause 7, the other parly {each
a "Non-Defaulting Party”) may, to the extent it is ready, willing and able to comply with its
obligations under this clause 7, give written notice to the Defaulting Parly requiring the
Defaulting Party to remedy the default within 10 Business Days. If the Defaulting Party fails
to remedy the default within that time period, the Non-Defaulting Party may cancel this
Agreement by written notice to the Defaulting Parly, or seek specific performance. In any case,
the Non-Defaulting Party may seek damages for the default.

PURCHASE PRICE ADJUSTMENT
Preparation of Completion Statement:

{a) Immediately before the Completion Date, the parties will instruct the Finance Director
in writing to prepare the Completion Statement. The Vendor and the Purchaser shall
use all reasonable endeavours (o procure that as soon as practicable, but no later
than 20 Business Days after Completion, the Finance BDirector delivers the
Completion Statement to the Purchaser and the Vendor.

(b} The Compiletion Statement must be prepared:

(i) on the basis, and in the format, set out in Schedule 6 using only the GL
codes set out in that Schedule and any new GL codes agreed by the
Vendor and the Purchaser, and in accordance with the Specific Accounting
Principles; and

(i} subject to clause B.1{b}{i) {which shall prevail in the event of any
inconsistency), in accordance with the preparation and accounting policies
used in the preparation of the Last Financial Statements; and

(iii) subject to clauses 8.1(b)i) and (b){il) {which shall prevail in the event of
any inconsistency), in accordance with NZ IFRS.

(c) For the avoidance of doubt, clause 8.1(b){i) shall take precedence over clause

8.1{b}{H) and clause 8.1(b)(ii}), and clause 8.1(b)(ii} shall take precedence over
clause 8.1(b)iii).
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8.2

8.3

(d) Certificate: The Vendor and the Purchaser shall procure that, at the same time as
providing the Completion Statement under clause 8.1(a), the Finance Director
provides a certificate to the effect that the Completion Statement has been prepared
on the basis provided for in clauses 8.1(b) and 8.1(c).

(e} Audit: As soon as the Vendor and the Purchaser have received the Completion
Statement, they will instruct the Auditors to audit the Completion Statement. An
agreed form of the engagement letter to be issued by the Vendor and the Purchaser
to the Auditors is attached as Schedule 8. The cost of the audit will be borne equally
{50/50) by the Vendor and the Purchaser. |f the Auditors give a qualified report, an
adverse opinion or a disclaimer of opinion on the Completion Statement, the Vendor
and the Purchaser will immediately and with due diligence take all practical steps to
address the Auditors’ reservations and obiain an unqualified report or, if such efforts
would be futile, work in good faith to address such reservations, limiting items or
adverse points commercially, within 20 Business Days of the Vendor's and the
Purchaser's receipt of the Completion Statement from the Finance Director.

] Basis for Adjustment; Subject to clause 8.2, once the Auditors have issued an
unqualified audit report, the Completion Statement will be used as the basis for an
adjustment to the Purchase Price in accordance with clause 8.5.

Reference of Dispute: If:

(a) within 15 Business Days after the issue of an unqualified report on the Completion
Statement by the Auditors in accordance with clause 8.1(a), a difference or dispute
arises between the Vendor and the Purchaser provides written notice to the other
party of a difference or dispute concerning any matter relating to the Compiletion
Statement; or

{b) failure to prepare the Completion Statement or to obtain a certificate on the
Completion Statement under clause 8.1(d) within 20 Business Days of the
Completion Statement or failure by the Auditors to give an ungualified report for the
purposes of clause 8.1(e), within 20 Business Days {or as soonh as practicable
thereafter) of the Vendor’s and the Purchaser's receipt of the Completion Statement
from the Finance Director in accordance with clause 8.1(a}, for any reason whatever,
may be deemed, at the election of either the Vendor or the Purchaser, lo constitute
a dispute within the meaning of this clause 8.2,

the difference, dispute or failure will be determined by an Expert (including, in the case of
clause 8.2(b), by the Expert preparing a draft Completion Statement). The Expert may
determine the Completion Statement independently, but subject to clause 8.1(b). The
Purchaser must ensure that the Expert is given all information and assistance reasonably
requested by the Expert to review or prepare (as applicable) the Completion Statement and
must permit the Expert to have reasonable access to management and records of the Group
Companies in order to review or prepare (as applicable) the Completion Statement. The
parties will insfruct the Expert to provide a response within 20 Business Days of the dispute
being referred to the Expert, or such other period as the parties may agree. The Expert acting
under this clause 8.2 acts as an expert and not as an arbitrator and the determination of the
Expert will (in the absence of manifest error) be final and binding on the Vendor and the
Purchaser, The contents of the Completion Statement when finalised by the Expert will be
deemed to be the Completion Statement and used as the basis for any adjustment to the
Purchase Price in accordance with clause 8.5.

Arbitration statutes not to apply: Referral to the Expert in accordance with this clause 8 will

not be an arbitration agreement for the purposes of the Arbitration Act 1996 and the provisions
of that Act will not apply to, or govern such referral.
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8.4

8.5

8.1

Costs: The parties will bear their own costs (including legal costs) and an equal share of the
costs and expenses of the Expert unless, in respect of the costs of the Expert only, the Expert
decides otherwise having regard {o the relative position of the parties on the disputed matters.

Determination of adjustment to the Purchase Price:
(a) If:

(i the Actual NWC is greater than the Estimated NWC, then the Purchaser
must pay to the Vendaor an amount equal to the difference;

(i} the Actual NWC is less than the Estimated NWC, then the Vendor must
refund to the Purchaser an amount equal to the difference;

i) the Actual Net Debt is less than the Estimated Net Debt, then the
Purchaser must pay to the Vendor an amount equal to the difference; and

{iv) the Actual Net Debt is more than the Estimated Net Debt, the Vendor must
refund to the Purchaser an amount equai to the difference;

provided that;

{(v) the amounts payable by the Vendor {o the Purchaser or by the Purchaser
to the Vendor pursuant o clause 8.5(a) shall be set off against each other
to the extent possible so that only one payment on the Adjustment Date in
respect of the balance of such amounts (if any} shall be made (the
“Adjustment Amount”); and

{vi) the Purchaser is not obligated to pay any amount to the Vendor and the
Vendor is not obligated to pay any amount to the Purchaser under this
clause 8.5(a) unless the Adjustment Amount exceeds the absolute value
of $1 million.

)] If the Adjustment Amount is payable by the Vendor to the Purchaser under clause
8.5(a), the Adjustment Amount is to be treated as a reduction in the Purchase Price
and a negative number.

(c) if the Adjustment Amount is payable by the Purchaser o the Vendor under clause
8.5(a), the Adjustment Amount is to be treated as an increase in the Purchase Price
and a positive number.

POST COMPLETION

Run-off insurance: For a period of at least six years following Completion, the Vendor will
indemnify {to the extent not covered by insurance), and the Purchaser will procure that the
Company will maintain sufficient insurance to indemnify, each person who was a director of
a Group Company prior to Completion ("Former Director”) in respect of liability to any
person for any act or omission by the Former Director in their capacity as a director of the
relevant Group Company, and costs incurred by the Former Director in defending or settling
any claim or proceeding relating to any such liability. The parties acknowledge and agree
that the obligations in this clause 9.1 are for the benefit of each of the Former Directors and
is intended to be enforceable against the Vendor (in respect of the indemnity) and the
Purchaser {in respect of the insurance) by any of them in accordance with the provisions of
the Contract and Commercial Law Act 2017.
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9.2

10.

10.1

10.2

10.3

10.4

0.5

10.6

Use of Vendor names; On and from Compietion, the Purchaser must not, and must ensure
that its Affiliates (including the Group Companies) do not, use any trade mark, logo (either on
ils own or in combination with other material) get up or business, domain or compary name
containing:

(@) the words “% £J", “Capital Group” or "Bejjing Capitai Group”; or

{h) any word, expression, letter, name, logo or mark that is similar to or likely to be
mistaken for or confused with any of the above,

including in any form that a Group Company has used before Completion, but provided that,
where such name is included in the name of a Group Company, such name may be used for
up to five Business Days following Completion to enable such name to be changed.

VENDOR WARRANTIES

Warranties: The Vendor represents and warrants to the Purchaser that each of the
Warranties are true, correct and not misleading on the date of this Agreement and at the time
immediately before Completion by reference to the facts and circumstances then existing,
except that a Warranty expressed to be given as at a particular date is given only at that date
(including where the Warranty refers to being given as at the date of this Agreement or as at
Completion).

Separate and independent: Each of the Warranties is separate and independent and, except
as expressly provided, shall not be limited by reference to any other Warranty.

Warranties for Purchaser's benefit: The Warranties are given for the beneiit of the
Purchaser and may not be relied upon by any other person.

Undertaking not to make Claims: The Purchaser must not make a claim against any
director, officer, or employee of the Vendor or of any Group Company who was at the date of
this Agreement a director, officer or employee of the Vendor or a Group Company in respect
of any matter arising in connection with this Agreement, including any breach of Warranty,
except to the extent such individual engaged in fraud or criminal dishonesty.

Indemnity: Subject to this clause 10 and clauses 11 and 12, which are to apply to this clause
10.5 as though a requirement under it were a Claim in respect of a Warranty, if there is a
breach of any Warranty, the Purchaser may, by notice in writing to the Vendor, specify the
breach and require the Vendor:

{a) within 10 Business Days after receipt of the notice to remedy fully the breach of the
Warranty at the Vendor's cost; and

(k) to indemnify the Purchaser and the Group Companies against, and to pay the
Purchaser an amount equal to, all loss arising directly or indirectly from, and any
reasonable costs, charges or expenses incurred in connection with, that breach of
the Warranty.

Loss: In respect of any Claim by the Purchaser for breach of a Warranty, the amount of any
loss includes an amount that would be necessary to put the Purchaser or the Group Company
(as applicable) in the same position as if the Warranty had been true, accurate and not
misleading.
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10.7

10.8

Exceptions: The Vendor's Warranties (other than the Tax Warranties} are subject to the
following matters:

(a)

(b)
{c)

(@

()

()

(g

any matler, circumstance, disclosure or information Fairly Disclosed in the Due
Diligence Material;

any matter specifically provided for under the terms of this Agreement;

any fact, matter or circumstance that ought reasonably to have been known by a
person familiar with the industry in which the Business or a Group Company
operates;

anything done or omitted al the written request, or with the written approval, of the
Purchaser,

the qualification that the Vendor shall not be liable to the Purchaserin respect of, or
for the consequences of, any failure to obtain:

0] the consent of a Landlord to a Change of Control of a Group Company in
respect of the Leased Properties; or

{ii) the consent of any person to the Change of Control of a Group Company
in respect of any contract,

in connection with this Agreement or the Transaction;

the gualification that the Vendor will not be liable to the Purchaser hereunder for any
matter or circumstance arising or relating to any period following the sale by the
Purchaser {or a Group Company) of all or materially all of the Business and/or Assets
to a third party {which, for the avoidance of doubt, does not include any sale to any
Affiliate of the Purchaser), or a change of control in a Group Company's holding
company (being the sale, transfer or disposal of more than 50% of the shares or
other securities in a Group Company's holding company to a third party (which, for
the avoidance of doubt, does not include any sale, transfer or disposal of shares or
securities to any Affiliate of the Purchaser)) has occurred after the Completion Date;
and

the qualification that the Vendor will nat be liable to the Purchaser forany claim for a
breach of Warranty to the extent that the Purchaser has made recovery under the
Tax Indemnity.

Awareness:

(a)

(b}

Where a Warranty is expressed {o be given, or any other provision of this Agreement
is qualified, as to the awareness, knowledge or belief of the Vendor, or any similar
formulation of words, this is deemed to be a reference to the actual knowledge as at
the date of this Agreement of the Senior Management, and shall not include any
facts or circumstances of which any person has constructive knowledge only.

Where a Warranty relates to a Joint Venture or its Assets, business, conduct or
affairs or is otherwise given in connection with a Joint Venture, in each case it will
he deemed fo be given to the Vendor's actual knowledge only, in each case having
regard o the roles, responsibilities and duties to be performed or otherwise
undertaken by the Company (or any director or employee of the Company or any
other Group Cormpany) in relation to or in connection with that Joint Venture.
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10.8

10.10

(c}

Each party acknowledges and undertakes that:

{ no individual named or identified as Senior Management has or will have
any duty of care or any other duty whatsoever, in each case, to the parties
to this Agreement by virtue of being so named or identified;

{ii) the reference to the knowledge, information, belief or awareness of the
individuals named or identified as Senior Management does not give rise
to or impose upen such individuals any personal liability whatsoever and
howscever arising, whether present, unascertained, immediate, future or
contingent, whether based in law, contract, tort, statute or otherwise; and

{iii}y it does not have and it will not have any right to make a Claim against any
of the individuals named or identified as a Senior Management solely by
virtue of them being named or identified as Senior Management.

Duty to mitigate:

(a)

(b)

{€)

The Purchaser shall take, and shall procure that following Completion the Group
Companies take, all reasonable steps to avoid or mitigate any loss which might give
rise to a Claim {(other than a Tax Claim) under this Agreement.

The Purchaser shall not omit, and shall procure that no Group Company omits, o
take any reasonable action that would mitigate any loss which may give rise to a
Claim {other than a Tax Claim).

If the Purchaser does not comply with clauses 10.9(a) andfor 10.8(b) and compliance
with such clause would have mitigated the loss, the Vendor is not liable to the extent
of the amount by which the loss would have been reduced by such compliance.

Restrictions on Claims: The Purchaser has no Claim {other than a Tax Claim) against the
Vender under this Agreement to the extent that:

(@

the Claim arises from a matter which would have been discovered from a search of
the following public registers or public registers maintained by the following
organisations {(as relevant) on the date which is three Business Days prior to the
date of this Agreement:

(i the High Court of New Zealand, Court of Appeal of New Zealand and
Supreme Court of New Zealand;

(i) the Intellectual Property Office of New Zealand;
(i} the New Zealand Companies Office;

(iv) the New Zealand Insclvency Register;

{v} the PPS Register; and

{vi} Land Information New Zealand,
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(b)

()

{d)

(e)

in each case searching in respect of the Vendor and the Group Companies (as the
case may be) (and, in the case of the PPS Register, searching separately by both
company name and company number);

the relevant circumstance or amount has been or is made good, or recovered by or
paid to the Purchaser or its Related Companies without loss to the Purchaser or iis
Related Companies;

the relevant event, circumstance or loss to which the Claim relates would not have
arisen but for;

(i

(it}

(iii}

()

any act or omission by the Purchaser or any of its Related Companies
(including any Group Company after Completion), provided that this clause
10.10(c){i) shall not apply to any act or omission of a Group Company prior
to Completion, or any act or omission of any Group Company after
Completion which is consistent with any acts or omissions of the Group
Companies in carrying on the Business in the ordinary course of business
in the 12 months prior to the date of this Agreement;

any matter or thing required to be done, or required to be omitted to be
done, in accordance with any express provision of this Agreement;

an obligation or commitment entered into or made after Completion by the
Purchaser or any of its Related Companies, provided that this clause
10.10({c)(iii} shatl not apply to any obligation or commitment of any Group
Company after Completion which is consistent with any obligations or
commitments of the Group Companies in carrying on the Business in the
ordinary course of business in the 12 months prior to the date of this
Agreement or to bring 2 Group Company or the Business into compliance
with applicable Laws; or

the Purchaser or any of iis Related Companies admitting liability in respect
thereof without the prior written consent of the Vendor;

the Claim arises:

(@

{ii)

as a result of any legislation or regulation not in force at the date of this
Agreement which takes effect retrospectively, unless such legislation had
received the royal assent, or such regulation had been formally
implemented in accordance with its empowering legislation, prior to the
date of this Agreement; or

as a result only of any increase in the rate of Taxation, or variation in the
method of applying or calculating the rate of Tax, in force at the date of this
Agreement;

the Claim arises as a result of a change after the date of this Agreement (including
any change which takes effect retrospectively) in;

(i)

(ii)

any Law or interpretation of any Law or in NZ IFRS or interpretation of NZ
IFRS; or

the way in which NZ IFRS is applied to any Group Company (including
where the Purchaser applies any other accounting standard or policy to a
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10.11

10,12

10.13

10.14

10.15

Group Company, where such accounting standard or policy was not
applied to such Group Company prior to the date of this Agreement); or

(iii} the administrative practice of any Authority when applied in the ordinary
course of business of that Authority,

f the Claim is based on a contingent liability, unless and until the contingent liability
becomes an actual liability, provided that this clause 10.10(f) will not prevent the
Purchaser in good faith notifying a Claim under clause 12.3;

{g} if and to the extent a provision or reserve was made for the relevant event,
circumstance, loss, liability, cost or expense o which the Claim relates in the
Completion Statement or the Last Financial Statements or the Management
Accounts; or

(h} the loss giving rise to the Claim is covered by an insurance policy in force at the date
of loss (other than the Warranty Insurance) or would have been covered had the
Purchaser maintained equivalent insurance cover as the insurance policies of the
Group Companies in place as at Completion, provided that the Purchaser may make
a Claim for the amount of the insurance excess, and for any loss that would not have
been recovered under this clause 10.10(h);

{ to the extent that the Purchaser has Actual Knowledge at the date of this Agreement
of the relevant matter, item or circumstance giving rise to the relevant Claim.

No recovery if in breach: The Vendor is not required to make any payment in respect of any
Claim including under any Warranty while the Purchaser is in breach of any of its material
obligations under this Agreement, or if the Purchaser has not complied, in respect of that
Claim, with clause 13 or 14.6, as applicable in all material respects.

Exclusion of indirect liability: Without prejudice to the limitation in clause 11.4, the Vendor
excludes all liabilities for or with respect to any indirect or consequential loss, loss of
opportunity, loss of goodwill, damage to reputation, indirect or consequential loss of revenue,
or indirect or consequential loss of profit however arising other than loss arising naturally in
the ordinary course of things from the relevant facts, matters or circumstances giving rise to
the Claim, loss which is @ loss of profits or any loss of revenue (including for a Warranty Claim).

Group Company’s loss is Purchaser's loss: For the purpose of any Claim in relation to a
Warranty made by the Purchaser under this Agreement (other than any Claim by the
Purchaser in respect of Unrecovered Loss), loss will be deemed to accrue to the Purchaser to
the extent that that loss is suffered or incurred by any Group Company. Other than in respect
of Unrecovered Loss that the Purchaser is permitted to Claim to the extent contemplated by
clause 11.5, it will not be necessary for the Purchaser to establish loss or damage to itself
whether by way of diminution of the value of the Shares or otherwise, and the amount of the
loss to the Purchaser will be deemed to be equal to the loss suffered or incurred by any
relevant Group Company.

No double claims: The Vendor shall not be liable to the Purchaser more than once for the
same loss arising from the same fact, matter, circumstance or event or other originating cause
which might give rise to a Claim.

Savings: If the Purchaser is entitled to receive an amount (including any damages) for a

Claim, then the amount payable to the Purchaser (and the amount of the Claim) will be reduced
{to the extent to which the relevant reduction has not already been taken into account under
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10.16

10.17

clause 12) by the extent to which the loss or other matter to which the Claim relates results in
any savings by, or net benefit to, the Purchaser or Related Company of the Purchaser
(including by way of any Tax Saving) so that only the net amount is payable by the Vendor.

Acknowledgement by Purchaser. The Purchaser acknowledges that:
(2} the provisions of this Agreement are fair and reasonable;

(b} it has had suitable access to the Due Diligence Material and made its own
independent enquiry and investigations in relation to the Business and assets of the
Group Companies and has entered into this Agreement in reliance solely on its own
judgment and not in reliance on any representations or conduct of the Vendor or its
Representatives except for the Warranties and other obligations of the Vendor
expressly provided in this Agreement, including any representation as to:

(i) any financial projections or forecasts in respect of any Group Company, or
the future prospects of any Group Company,

(i) any information relating to past, present or future macroeconomic matters,
political affairs or governmental policies or practices;

(iii) any general information relating to the industry the Group is engaged in;
and
(iv) any information relating to any competitor of the Business or a Group

Company or any husinesses of any such competitor {(except for contracts
between a Group Company and any such competitor);

{c) except for the Warranties and other obligations of the Vendor expressly provided in
this Agreement, all express or (to the extent permitted by Law) implied
representations or warranties of the Vendor or any of its Representatives in relation
to the sale of the Shares are expressly excluded,;

{d} except for the Warranties and other obligations of the Vendor expressly provided in
this Agreement, neither the Vendor, nor their respective Representalives, have
made or make any representation, or have given or give any warranty (express or
implied), as to the accuracy, content, completeness, value or otherwise of, nor have
or accept any liability in respect of, any information (written, oral or otherwise) directly
or indirectly provided, or made available to, or used by the Purchaser or its
Representatives in connection with, the Transaction, and the Purchaser
unconditionally waives any Claim it may have against any of them in respect of such
information; and

{e) the only Warranties given in relation to Tax are set out in clause 6 of Schedule 2 and
no other representation or warranty is given in relation to Tax.

The acknowledgements and agreements given in clauses 10.16(a) to (e} and in clause 10.17
are promises which confer, and are intended to confer, a benefit upon the Vendor's

Representatives and their partners, employees and officers and, accordingly, the provisions
of Subpart 1, Par 2 of the Contract and Commercial Law Act 2017 apply to each of them.

Further acknowledgement: The Purchaser acknowledges and agrees that;

(&) the only relief available to it arising from any breach of a Warranty is as set out in
this Agreement and i is not entitled ta any other or separate cause of action for
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10.18

10.1¢

damages or other refief (including termination of this Agreement) arising from any
alleged misrepresentation, breach of warranty or otherwise; and

(b) to the fullest extent permitted by Law, it will not make, and releases any right it may
have to make, any Claim against the Vendor or its Representatives based on any
provision of any statute or regulation, or other provision under any applicable Law,
for any act or omission concerning the Transaction, or for any statement or
representation which is not expressly contained in this Agreement, except to the
extent that those Claims arise out of the fraud of the Vendor or its Representatives.

Statutory actions; Contracting out: Without limiting clause 10.17(b}, to the maximum extent
permitted by applicable Law, the Purchaser agrees not to make (and shall procure that none
of its Related Companies make) and waives and releases (and shall procure that each of its
Related Companies waives and releases) any right it might have to make any Claim against
the Vendor or any Representatives or former Representatives of the Vendor, whether in
respect of the Warranties, the Tax Indemnity or otherwise (including for any act or omission
concerning the Shares, any Group Company, the Business or the Transaction, or for any
statement or representation about any of those things), under:

(a) any of the following New Zealand Laws (which the parties agree to expressly contract
out of to the maximum extent permitted by applicable Law):

(i the Consumer Guarantees Act 1993, and
(ii) sections 9, 124, 13 and 14(1) of the Fair Trading Act 1986; and
{(b) any corresponding or similar provision of any New Zealand legislation or any similar

provision of any legislation in any relevant jurisdiction, or any other applicable Laws.

The parties acknowledge and agree that the waivers and undertakings in this clause 10.18 are
given for the benefit of, and are intended to be enforceable against the Purchaser by, each
Representative and former Representative of the Vendor in accordance with Subpart 19, Part
2 of the Contract and Commercial Law Act 2017.

Forward-Looking Information: The parties acknowledge that the Vendor is not under any
obligation to provide the Purchaser or its Representatives with any information on the future
financial performance or prospects of the Group Companies. If, prior to the date of this
Agreement, the Purchaser has received opinions, estimates, projections, business plans,
budget information, information relating to future macroeconomic matters, political affairs or
governmental policies or practices, or other forecasts {including any financial model or in the
Information Memeorandum or management presentation) in respect of any Group Company or
the Business {"Forward-Looking Information"), the Purchaser acknowledges and agrees
that:

(a) there are uncertainties inherent in Forward-Looking Information;

(b) the Purchaser is taking full responsibility for making its own evaluation of the
adequacy and accuracy of the Forward-Looking Information;

(c) the Vendor is not liable under any Claim arising out of or relating to the Forward-
Locking Information; and
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10.20

10.21

10.22

10.23

10.24

() no representation, no advice, no warranty, no undertaking, no promise and no
forecast of any kind is or has been given in relation to any Forward-Looking
information.

Waiver of Claims by the Purchaser, The Purchaser waives, and must procure that each of
its Related Companies (including, after Completion, the Group Companies) waives, all rights
and Claims that any of them may have against the Representalives and former
Representatives of the Vendor and the Group Companies in relation to any matter ansing
directly or indirectly in connection with this Agreement or the Transaction or the Vendor's
shareholding and investment in the Group Companies, except to the extent that such rights or
Claims:

(a} arise aut of the fraud, wilful concealment or wilful misconduct of such person; or

(b} may be enforced against an adviser who has provided a vendor due diligence report
in relation to the Transaction in accordance with any reliance letter enfered into
between that adviser and the Purchaser,

The parties acknowledge and agree that the waivers and undertakings in this clause 10.20 are
given for the benefit of each of the Representatives and former Representatives of the Vendor
and the Group Companies and are intended to be enforceable against the Purchaser by any
of them in accordance with the provisions of Subpart 1, Part 2 of the Contract and Commercial
Law Act 2017.

Indemnity: To the maximum extent permitted by applicable law, the Purchaser indemnifies
the Vendor and its Representatives and former Representatives, and the Representatives and
former Representatives of the Group Companies, from and against any loss suffered by such
person(s) as a result of any non-compliance, by the Purchaser and/or any of Related Company
of the Purchaser, with clauses 10.18 and/or 10.20, provided that the Purchaser does not
indemnify the Vendor or any of its Representatives or former Representatives {or any
Representatives or former Representatives of any Group Company) from or against any
liability for or with respect {o any indirect or consequential loss, loss of opportunity, loss of
goodwill, damage to reputation, indirect or consequential loss of revenue, or indirect or
consequential loss of profit however arising other than loss arising naturally in the ordinary
course of things from the relevant facts, matters or circumstances giving rise fo the Claim, loss
which is a loss of profits or any loss of revenue.

Independent limitations: Each qualification and limitation in this clause 10 and clauses 12
and 15 is to be construed independently of the others and is not limited by any other
qualification or limitation.

No Right of Cancellation: Notwithstanding any statutory or common law or other rights of
the Purchaser and the Vendor (which are, to the extent permitted by law, negated), neither the
Purchaser nor the Vendor shall be entitled prior to or following Campletion to cancel this
Agreement as a result of any breach of the Warranties or other obligations of the Vendor or
the Purchaser, expressed or implied in this Agreement, or ctherwise in relation to the
Transaction, except in accordance with clause 7.6 or clause 16.

Privity: Certain provisions in clause 10 are stated as being for the benefit of third parties, and
will be enforceable against the parties directly by any such third party pursuant fo Subpart 1,
Part 2 of the Contracts and the Commercial Law Act 2017. However, clause 10 may be varied
by written amendment signed by the Vendor and the Purchaser,
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1.

11.2

11.3

WARRANTY INSURANCE

Warranty Insurance: The Purchaser will obtain warranty insurance of no less than the Wa&i
Policy Amount in respect of the Warranties (including the Tax Warranties) and the Tax
indemnity (the “Warranty Insurance"). The cost of the Warranty Insurance, including the
premium and all other amounts payable to the Warranty Insurer and the broker, will be borne
by the Purchaser (and, for clarity, not deducted from the Purchase Price).

Terms: The Purchaser must ensure that at all times the Warranty Insurance cover includes
terms to the following effect:

(a) an express acknowledgement by the Warranty Insurer that the Warranty insurer
underwrites the Warranty Insurance on the basis of the limitation of the Vendor's
liability contained in this Agreement, but on the basis that the limitations in clauses
10.10(h) and 11.4 are to be ignored in the determination of whether or not the
Warranty Insurance responds to the relevant claim and in the measurement of the
covered loss;

{b) an express waiver of the Warranty Insurer's rights of subrogation or contribution or
rights acquired by assignment (or any similar rights) against the Vendor, and the
Representatives and former Representatives of the Vendor and the Group
Companies, except in the case of fraud of the Vendor (or the fraud of a
Representatives or former Representatives of the Vendor or a Group Company that
is attributable to the Vendor) in which case any assertion of such rights must be
made only where the commission of such fraud has been accepted in writing by the
Vendor or is finally determined by a final, non-appealable judgment of a court of
competent jurisdiction, and then only to the extent and in respect of those rights of
recovery relating directly to the fraud of the Vendor only (or the fraud of a
Representative or former Representative of the Vendor or a Group Company that is
atiributable to the Vendor); and

(c} an acknowledgement by the Warranty Insurer that the Vendor, the Representatives
and former Representatives of the Vendor and the Group Companies, are entitled
to direcily enforce the waiver referred to in clause 11.2(b} pursuant to Subpart 1, Part
2 of the Contract and Commercial Law Act 2017,

Notifications: The Purchaser must deliver to the Vendor on the dale of this Agreement:

{a) a PDF copy of the Warranty Insurance Policy, signed (and, if applicable, stamped)
by or on behalf of the Warranty Insurer (which confirms, to the satisfaction of the
Vendor (acting reasonably), that the Warranty Insurance Policy is current and in full
force and effect in accordance with its terms as at the date of the Agreement); and

{b) a copy of the no claims declaration provided by the Purchaser to the Warranty
Insurer on or prior to the date of this Agreement, duly executed on behalf of the
Purchaser.

Liability of Vendor: Notwithstanding any provision to the contrary in this Agreement, and
irrespective of:

(a) whether the Purchaser complies with its obligations under this clause 11;
(0) the terms, conditions, and exclusions of, or contained in, the Warranty Insurance
Policy;
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1.6

(c) whether the conditions in the Warranty Insurance Policy are met or satisfied;

(s} whether the Warranty Insurance is subsequently amended, varied, waived or vitiated
for any reason;

(e} whether the Warranty Insurance responds fo any claim for loss or liability (including
if the Warranty Insurance Policy is invalid due to the insolvency, breach or default of
any persen); and

{f whether the Purchaser is or may be unable for any reason to pursue or obtain a
recovery under the Warranty Insurance Policy, including because of relevant
exceptions, qualifications or exclusions or the creditworthiness of or non-
performance by any person,

the Purchaser's rights in respect of any breach of the Warranties (including the Tax
Warranties) and/or any claim under the Tax Indemnity are limited in recourse to the amount
the Purchaser recovers (if any) under the Warranty Insurance Policy in respect of such breach
or claim and the Purchaser has no rights whatsoever against the Vendor, and the Vendor will
not be liable under any circumstances in relation to any breach of the Warranties (including
the Tax Warranties) or any claim under the Tax Indemnity, including in respect of any amount
of liability suffered or incurred by the Purchaser arising from or in connection with such breach
or claim (including due to the Purchaser only obtaining Warranty insurance cover for the W&l
Policy Amount) except:

(o) to the extent the Warranty Insurance coverage is reduced or avoided as a
consequence of fraud on the part of the Vendor (or the fraud of a Representative or
former Representative of the Vendor or a Group Company that is attributable to the
Vendor), in which case the relevant claim must be made only against the Vendor,
and then only to the extent and in respec! of those rights of recovery relating directly
to the fraud of the Vendor (or a Representative or former Representative of the
Vendor or a Group Company that is atiributable to the Vendor},

(h) to the extent required to permit a Claim against the Warranty Insurer under the
Warranty Insurance Policy, but only on the basis that the Vendor will have no liabifity
of any sort in respect of that Claim; or

{1 to the extent that the Purchaser may make a Claim pursuant to clause 11.5.

Title and Capacity Warranties: In the event of a Claim by the Purchaser under any of the
Title and Capacity Warranties, the Purchaser must, to the extent that a Claim can be made by
the Purchaser under the Warranty Insurance in respect of that Claim, take all actions
necessary to recover under the Warranty Insurance alt loss suffered in respect of that Claim
{to the extent recoverable). If, despite complying with the foregoing, the loss suffered in
respect of a Claim is not recovered under the Warranty |nsurance (the unrecovered part of
such loss, being the "Unrecovered Loss"), the Purchaser may make such Claim against the
Vendor for that Unrecovered Loss, subject, for the avoidance of doubt, to the applicable
provisions of this Agreement,

Indemnity: The Purchaser irrevocably and unconditionally indemnifies the Vendor for, and
must pay to the Vendor an amount equal to, any loss that the Vendor may suffer or incur as a

result of, or arising out of;

(a) any failure of the Purchaser to procure the Warranty insurance Policy in accordance
with clause 11.1;
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12.1

(b} any failure by the Purchaser to comply with the requirements in clause 11.2; or

(c) subject to clauses 11.4 and 11.5, any defect in, or inability to recover under, the
Warranty insurance Policy in respect of any Claim under the Warranties or the Tax
Indemnity,

provided that the Purchaser does not indemnify the Vendor from or against any liability for or
with respect to any indirect or consequential loss, loss of opportunity, loss of goodwill, damage
to reputation, indirect or consequential loss of revenue, or indirect or consequential loss of
profit however arising other than loss arising naturally in the ordinary course of things from the
relevant facts, matters or circumstances giving rise to the Claim, loss which is a loss of profits
or any toss of revenue.

Purchaser's covenants: The Purchaser agrees that it will:

(&) not agree to any amendment, variation or waiver of the Warranty Insurance Policy
(or do anything which has a similar effect) without the consent in writing of the Vendor
(such consent not to be unreasonably withheld or delayed if the amendment,
variation or waiver is expected to adversely affect the Purchaser's rights under the
Warranty Insurance Policy);

(b) not vitiate the Warranty Insurance Policy or do anything which causes any right under
the Warranty Insurance Policy not to have full force and effect, provided that this wil
not prevent the Purchaser from complying with its obligations under the Warranty
Insurance Policy;

(c) not novate, or otherwise assign its rights under, the Warranty Insurance Policy {or
do anything which has similar effect); and

() comply with the terms of the Warranty Insurance Poficy, to the extent that non-
compliance would remove or diminish the rights of the Vendor as set out in this
clause 11.

Precedence: If there is any conflict or inconsistency between this clause 11 and any other
provisions of this Agreement, this clause 11 prevails to the extent of the conflict or
inconsistency.

Purchaser acknowledgements: The Purchaser acknowledges the Vendor has entered into
this Agreement and will complete this Agreement in reliance on the Purchaser procuring the
Warranty Insurance Policy and that:

{(a) there is no deductible, excess or any other amount payable by the Vendor or the
Vendor's Affiliates under the Warranty Insurance Policy; and

{b) the Vendor has entered into this Agreement and will complete this Agreement in
reliance on the Purchaser procuring the Warranty Insurance Policy.

LIABILITY

Amounts of Claims: Notwithstanding any other provision of this Agreement (but subject

always to clause 11.4), if the Vendor becomes liable to the Purchaser in respect of the

Warranties, a breach of this Agreement or any other Claim, other than:

(3 a Purchase Price adjustment under ciause 8, or
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12.2

(b} a Claim by the Purchaser relating to a breach of clause 2 {Sale and purchase of
Shares); clause 3 (Conditions); clause 6.13
(Application of Insurance Proceeds); clause 7 {Completion); clause 13 (Conduct of
Claims); clause 17 {Confidentiality); and/or clause 19 (General),

the Purchaser may not make a Claim unless:
(c) the amount of that Claim (excluding legal costs) exceeds:

)] in respect of any Claim, including a Claim by the Purchaser relating to a
breach of clause 6.1 (Conduct of the Business during the Interim Period)
and/or clause 9 (Post Completion), but excluding any Claim relating to a
Title and Capacity Warranty, a Tax Warranty or a Warranty under clause
5 of Schedule 2 (a "Financial Warranty”), $1,000,000;

(i) in respect of any Claim relating to a Tax Warranty or a Financial Warranty,
$1,500,000; and

(i} in respect of any Claim relating to a Title and Capacity Warranty, nil; and

{d} in respect of any Warranty Claim other than a Claim relating to a Title and Capacity
Warranty, when aggregated with all other Claims, exceeds an amount equal to 0.5%
of the Enterprise Value,

in which case the Vendor will be liable only for so much of the amount as exceeds the
thresholds.

For the purposes of determining the amount of any Claim (or series of Claims) under this
clause 12.1, Claims of the same or similar nature and arising out of the same or similar facts,
matters and circumstances will be treated as one Claim but otherwise Claims will be treated
as separate Claims,

Vendor's Total Liability: In no event shall the Vendor's aggregate total liability for any Claims
{including legal costs and expensas incurred in defending a Third Party Claim) exceed:

(a) in respect of any and all Claims under the Tille and Capacity Warranties, an
aggregate amount equal to 100% (one hundred per cent) of the sum of (i) the
Purchase Price (i} the Vendor Debt Balance, and (iii) the Cash Advance Facility

Balance;

(b) in respect of any and all Claims under the Warranties and all Tax Claims other than
as provided for in clause 12.2(a), in aggregate, an amount equal to the W& Policy
Amount; and

(c) in respect of any and all other Claims, an aggregate amount equal 1o 20% (twenty

per cent) of the sum of (i) the Purchase Price (i) the Vendor Debt Balance, and {iil)
the Cash Advance Facility Balance,

provided however that, except in the case of a Claim relating to fraud by the Vendor (or a
Representative or former Representative of the Vendor or a Group Company that is
attributable to the Vendor), the maximum aggregate liability of the Vendor in respect of any
and all such Claims shall in any event not exceed 100% {one hundred per cent) of the sum of
(i) the Purchase Price (i) the Vendor Debi Balance, and (iii) the Cash Advance Facility
Bailance.
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12.3

12.4

13.

13.1

Notice of claim by Purchaser. Notwithsianding any other provision of this Agreement, no
Claim shall be made by the Purchaser in respect of any breach of the Warranties or under or
in connection with this Agreement, or ofherwise in relation to the sale of the Shares to the
Purchaser, unless notice of the Claim has been given to the Vendor by the Purchaser in good
faith and in reasonable detail {including, so far as is reasonably practicable, the Purchaser's
hest estimate of the loss alleged to have been suffered or, in the case of a contingent or non-
quantifiable loss, the Purchaser's best estimate as to the maximum loss that could arise from
the Claim):

{a) subject to sub-clause (b), in the case of a Warranty Claim for breach of the Title and
Capacity Warranties or a Tax Claim, within seven years after Completion;

b) in the case of a Claim against the Vendor for breach of the Title and Capacily
Warranties (in any event subject to clause 11.5) within two years after Completion;
and

(c} in the case of any other Claim not later than three years after Completion, and in any

event {without limiting this clause 12.3(c)) within 40 Business Days of the Purchaser
becoming aware of the relevant facts and circumstances that might reasonably be
considered to give rise to the Claim.

Proceedings: The Vendor will have no liability in connection with a Claim that is not a Claim
in respect of any Warranty if legal proceedings in respect of that Claim have not been
commenced by the Purchaser (unless the Claim has previously been settled or satisfied) within
18 months of the date on which notice of that Claim was given to the Vendor in accordance
with clause 12.3. For this purpose, proceedings wili be deemed not to have been commenced
unless they have been properly issued and validly served upon the Vendar,

CONDUCT OF CLAIMS
Conduct of claims, if any:
(a) liability, whether actual or contingent, of; or

(b) claim or proceedings of any nature against,

any of the Group Companies ("Third Party Claim") arises, or the Puichaser becomes aware
of any events, malters or circumstances that may give rise to a Third Party Claim in respect of
which the Purchaser makes, or may seek to make, any Claim against the Vendor pursuant to
this Agreement or otherwise in relation to the sale of the Shares to the Purchaser, the following
provisions shall apply:

(c} the Purchaser shall, subject to clause 13.2:
(i forthwith give notice of the Third Party Claim (including reasonable details
of the Third Party Ciaim and any relevant claim notice or other

dosumentation relating to the Third Party Claim) to the Vendor,

{ii) on an ongoing basis, keep the Vendor informed of all developments in
relation to the Third Party Claim,

(i) ensure that neither the Purchaser nor any of its Related Companies

(including any Group Company) makes any payment or admission of
liabifity in respect of the Third Party Claim, or takes any other steps which
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13.2

(d)

(e)

may in any way prejudice the defence of the Third Party Claim, without the
prior written consent of the Vendor (not to be unreasonably withheld or
delayed); and

{iv) at the Vendor's discretion (by notice to the Purchaser), except in relation
to any Third Party Claim which has been initiated by either an Authority or
any counterparty to a Significant Contract, or any Third Pary Claim which
the Purchaser has delermined (acting reasonably) may have a material
adverse impact or affect on the reputation or goodwill of the Business:

(aa) ensure that the Vendor may, af the option of the Vendor and at
the Vendor's expense {subject to clause 13.4{e}}, in the name of
the Group Company concerned, in good faith, conduct all
negotiations and prosecute or defend any proceedings relating
fo the Third Party Claim, and for that purpose the Purchaser shall
ensure that the Group Companies give reasonable access during
ordinary business hours (o the Vendor of all such information,
books and records, and give such other co-operation {including
making available employees as witnesses), as the Vendor may
reasonably require for the purpose; and

{bb) take or not take any action, in each case as the Vendor
reasonably requests and at the Vendor's expense (subject to
clause 13.1(e)), to negotiate, defend, settle or otherwise deal with
the Third Party Claim as against the third parly (and procure that
each Group Company does the same) and keep the Vendor fully
informed about the Purchaser's, or the relevant Group
Company's, actions or proposed actions in connection with the
Third Party Ciaim;

if the Vendor exercises iis rights under clause 13.1{c)}{iv}(aa) above, the Vendor shall
afford the Purchaser the opportunity to consult with the Vendor on matters of
significance for the goodwill of the Business, and shall keep the Purchaser
reasonably informed as to the progress of the Third Party Claim; and

if the Group Company concerned is wholly or substantially successful in respect of
any proceedings relating 1o a Third Party Claim, the costs of the negotiations and
proceedings shall be borne by that Group Company.

Loss and indemnity: If the Vendor provides 2 notice to the Purchaser in accordance with
clause 13.1{c){iv) or otherwise conducts any negotiations or prosecutes, defends, setiles or
otherwise deals with any proceedings relating to the Third Party Claim then, subject te clause
13.1(e}, the Vendor:

{a)

{b)

shall be liable to the Purchaser and the Group Companies for all loss in respect of
the Third Party Claim,; and

shall indemnify the Purchaser and the Group Companies for all loss reasonably
suffered or incurred by the Purchaser and the Group Companies and undertake to
pay to the Purchaser on demand such loss on receipt of copies of relevant invoices
or other evidence of the incurrence of any loss by the Purchaser or any Group
Company.
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13.3

13.4

13.5

14,

14.1

14.2

Assignment by Purchaser: If any payment has been made by the Vendor in relation to any
Third Party Claim or otherwise pursuant to this Agreement, the Purchaser shall, or shall
procure that the Group Company concerned, if called upon, assign to the Vendor the benefit
of any debt, claim, cause of action, rights or other matter (if capable of assignment) in respect
of which the payment has been made. If the rights to any claim agains! the third party cannot
be assigned to the Vendor, the Purchaser shall, at the request of the Vendor, comply, and
cause the Group Companies to comply, with all reasonable directions of the Vendar in
pursuing such claim, and the Vendor shall indemnify the Purchaser and the Group Companies
against any liabilities that they may incur as a result of their complying with the Vendor's
directions.

Tax Claim; Nothing in this clause 13 shall apply to a Tax Claim, which will be dealt with in
accordance with clause 14.

Warranty Insurance Policy: Nothing in this clause 13 requires any party to take any action,
omit to take any action or to provide the responsible parties with any information that may
prejudice any Claim or entitlement to make any Claim under the Warranty Insurance Policy.

TAX INDEMNITY AND TAX RETURNS

Indemnity for Tax liability: Subject to this Agreement including clauses 10, 11, 12 and 14.3
where those clauses relate to Tax Claims, the Vendor indemnifies the Purchaser and
undertakes to keep the Purchaser indemnified from and against any Tax liability suffered by
any Group Company, and to pay to the Purchaser an amount equal to such Tax, to the extent
that the Tax:

(a} is wholly or partly attributable to any period ending on or before Completion; or

()] wholly or partly relates to any event, or income arising (inciuding income deemed to
arise) in any period on or before Completion; or

(c) would not have occurred but for 2 breach of any of the Tax Warranties.

Indemnity exclusive remedy: The Purchaser will not be entitied to make any claim in respect
of a loss that is an amount of Tax other than in accordance with the terms of, and subject to
the limitations applicable to, the Tax Indemnity.

Exclusions from Tax Indemnity: The Vendor is not required to meet any claim under clause
14.1 in relation to any Tax to the extent:

(&) the Tax has been met on or before the Completion (and an amount in respect of the
Tax so met is not included as an asset in the Completion Statement) or the Tax has
been provided for as a liability or otherwise been reflected or fully taken into account
in the Completion Statement;

{b) a provision or reserve was made in the Completion Statement for the Tax;

() the Tax would not have arisen, or would have been reduced or eliminated, but for a
failure or omission on the part of the Purchaser or a Group Company after
Completion to make a claim or election, or fo give any notice or consent, with respect
to a period ending on or prior to the Completion Date, where the eligibility or
requirement to make such claim or election, or to give such notice or consent, was
notified by the Vendor to the Purchaser in writing on or prior to Completion or where
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{d)

(e)

{9)

{h)

0

(k)

h

(m}

the Purchaser would ordinarily have made such claim or election, or given such
notice or consent, in the ordinary course of business had the Purchaser owned the
Group Companies at the relevant time;

any Relief is available to a Group Company in relation to any period ending before
Completion that is not included as an asset in the Completion Statement, and the
particular Tax lability is reduced by that Relief, or any Relief that is shown as an
asset in the Completion Statement is understated and the amount of the
understatement has aciually been received by the relevant Group Company;

the Purchaser or a Group Company has made or will make a Tax Saving in relation
to the matter giving rise to the Tax liability;

the Tax hability in one period is or will be offset by a reduced Tax hability in another
period within the period for making a Claim under the Tax Indemnity;

the Tax liability would not have arisen but for:

{i) any change in ownership or control of a Group Company, or all or
substantially all of the business or assets of a Group Company, on or after
Completion (including by reference to direct or indirect voting interests or
market value interests); or

(i) the transaction conternplated by this Agreement;

the Tax liability arises as a result of any change in law announced after the date of
this Agreement (including the enactment or amendment of any legislation or
regulations; a change in the judicial or administrative interpretation of the law, or a
change in the practice or policy of any Authority, and including any such change in
iaw that has a retrospective effect) or arises as a result of any increase in the rates
of Fax or variation in the method of applying or calculating the rate of Tax, in force
at the date of this Agreement;

the Tax liability relates to an amount of income actually received or an asset that
was not taken into account in the Completion Statement, provided that the amount
of income actually received or the value of the asset is greater than the amount of
Tax payable in respect of that asset;

the Tax liability arises or is increased as a result of any voluntary change in
accounting principles or in the treatment of any item for Tax purposes made by the
Purchaser or a Group Company after Compietion, unless required by law,

the Tax arises as a result of the change (after the Completion Date) of the balance
date of the Company or any of the Group Companies;

the Tax liability arises or is increased ag a result of the Purchaser or a Group
Company amending or requesting an amendment to any Tax return filed or other
Tax assessment made prior to Completion by a Group Company with the New
Zealand inland Revenue Depariment or other relevant Tax Authority, unless the
amendment is required by law or the Vendor consents to the amendment, such
consent not to be unreasonably withheld or delayed;

in respect of a Tax liability, the Purchaser or a Group Company admitied Fability or
took other steps including making a payment (excepi to the extent required by law)
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14.5

(n)

in respect of the Tax liability without the prior written consent of the Vendor (which
will not be unreasonably withheld or delayed); or

the Tax liability arises as a result of the application of the thin capitalisation rules in
Subpart FE of the Tax Act to a Group Company as a result of any event occurring
on or after Completion.

Timing and manner of payment:

(@)

{b)

The Vendor shall, upon receipt of written notice from the Purchaser in accordance
with clause 12.3(a) for a valid Tax Claim, pay in cleared funds to the Purchaser a
sum of money equivalent to each amount of Tax required to be indemnified pursuant
to the Tax Indemnity by the Vendor by the later of the date:

{i) three Business Days prior to the day on which the relevant Tax liability is
due for payment; or

(i) where the relevant Tax liability is due for payment immediately, five
Business Days after the Vendor's receipt of notice from the Purchaser in
accordance with clause 12.3(a); or

{iii) otherwise, within ten Business Days after the Vendor's receipt of notice
from the Purchaser in accordance with clause 12.3(a),

and in each case, such due date shall take into account any period for which the
Group Company is reasonably able to defer the payment of Tax without incurring
any penalties or fines in respect of the period of deferral.

The parties agree that any payments to be made by the Vendor under the Tax
Indemnity shall be by way of an adjustment to the Purchase Price.

Tax Indemnity is for net position: The aggregate liability of the Vendor under the Tax
ndemnity is limited to the net, overall, Tax liability incurred, after taking into account any
reduction in Tax or increase in Relief actually received, whether arising from any Tax Claim or
not, which arises in the circumstances referred to in clause 14.1. Accordingly:

{a)

(b)

to the extent:

{i) the Group Company has overpaid Tax prior to Completion or overprovided
for Tax or understated any Relief in the Completion Statement;

(i) as a result, there is a refund of Tax or a reduction {compared {6 the amount
provided for in the Completion Statement) in Tax payable after the
Completion Date and within the time period for making a claim under the
Tax Indemnity {"Tax Refund or Reduction”); and

(iii) such Tax Refund or Reduction has not already been taken inte account in
determining the liability of the Vendor under the Tax Indemnity,

an amount equal to the Tax Refund or Reduction (together with any interest payable
by the Tax Authority (net of Tax)) will be deducted in determining the net liability of
the Vendor under the Tax indemnity.

If any Tax Refund or Reduction remains un-deducted by the last date on which the
Purchaser is entitled to make a claim in respect of Tax under the Tax Indemnity, the
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14.7

Purchaser will repay to the Vendor (by way of an adjustment to the Purchase Price)
an amount equal to the lesser of;

{i) the amount of the un-deducted Tax Refund or Reduction, together with any
interest payable by the Tax Authority (net of Tax}; and

(if) the total amounts paid by the Vendor under the Tax Indemnity (in net
terms, after taking into account any amounts repaid to the Vendor under
clause 14.8(e) and 14.10).

Conduct of Tax dispute:

(@)

(b}

(c)

(d)

(e)

{f)

If the Purchaser or a Group Company receives a Tax Notice thal may giverise to a
Tax Claim, the Purchaser will notify the Vendor of such receipt as soon as
reasonably practicable and provide the Vendor with a copy of any documentation
issued by a Tax Authority in relation to such Tax Notice,

The Purchaser will ensure that no payment {except to the extent required by law) or
admission of liahility in respect of the relevant Tax liability is made and no other steps
are taken which may materially prejudice any challenge {o or defence of that Tax
liability without the prior written consent of the Vendor, which consent shall not be
unreasonably withheld or delayed.

The Vendor shall be entitled o take such steps in the name of the Group Company
as they consider are appropriate (acting reasonably) in order {o dispute the Tax
liability, at iis cost and subject to first agreeing in writing that the Tax Indemnity
applies to the matter.

The Vendor must consult with the Purchaser in relation o the conduct and progress
of the dispute procedures and court proceedings, keep the Purchaser informed of
the progress of such matters, and provide the Purchaser with copies of relevant
documents (including correspondence with any Tax Authority) in connection with the
same. The Purchaser shall procure that the Group Companies provide all
reascnable assistance requested by the Vendor in relation to the conduct of any
dispute.

if the dispute, challenge or appeal is uliimately successful in whole or in part and the
Purchaser or the Group Company receives any Tax credit, refund or reimbursement
of costs which have not been praviously included as an asset or taken into account
in reducing any provision for Tax in the Completion Statement, the Purchaser will
promptly pay to the Vendor an amount equal to the amount of that Tax credit or
refund which the Group Company has received from any Tax Authority in respect of
the Taxation credit or refund and an amount equal to such costs net of any Tax
payable by the Purchaser or Group Company in respect of such amount.

The Vendor's rights under this clause 14.6 apply only {o the exient they are not
inconsistent with the insurers’ rights under the Warranty Insurance.

Tax returns:

(@

The Purchaser shall arrange for each Group Company to prepare, sign and file Tax
returns and tax computations (including preparation and filing of any par-year
financial statements and other notices or elections in relation to the utilisation or
grouping of tax losses under Part | of the Tax Act, as applicable) for all relevant Tax
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14.8

14.9

(b)

{©)

periods ending prior to the Completion Date, to the exient that the same shall not
have been prepared before the Completion Date, and for all relevant Tax periods for
the current period at the Completion Date (together, the "Relevant Returns”).

The Relevant Returns shall be prepared and reviewed by an appropriately qualified
tax advisor and in a manner that is consistent with the prior practice adopted by each
Group Company in calculating net income and in filing tax returns,

The parties shall procure that each Group Company shall prepare and disclose to
each other parly the content of the Relevant Returns at least two months prior to the
due date for filing of the Relevant Returns in respect of income tax returns, and
otherwise at least two weeks prior to filing the Relevant Return. The parties shall
use best endeavours to agree the content of the Relevant Returns at feast one month
prior to the due date for filing the Relevant Returns in respect of income tax returns,
and otherwise at least one week prior to filing the Relevant Return. Where there is
any disagreement between the parties as to the content of the Relevant Returns, the
Relevant Returns and the content thereof will be as determined by the Vendor for
the period prior to Completion and by the Purchaser for the period after Completion
in accordance with the principles in clause 14.7(b).

Information required for Tax audits:

()

(b)

If, at any time after Completion, the Vendor reasonably requires information relating
to a Group Company (inciuding, without limitation, accounting information or
company records) necessary for the purposes of completing any Tax return or
required filing of the Vendor or a Related Company of the Vendor, the Purchaser
shall, upon written request from any Vendor setting out the details of the required
information, provide or procure the provision of such information to the Vendor as
soon as reasonably practicable with a view to enabling the Vendor to file such Tax
return or filing within the required timeframe.

Each party will, to the extent that it is within its power or control, provide each the
other party with all such assistance that the other party reasonably requires in
connection with any Tax audit or investigation of a Group Company (or a group of
entities for Tax purposes of which the Group Company forms or has formed part)
after the Completion Date relating wholly or partly to a period before the Completion
Date.

Expenses:

(a)

(b)

{c)

If the Vendor requires the Purchaser or a Group Company to underiake any of the
matters outlined in clause 14.6 or clause 14.8, the Vendor will reimburse the
Purchaser or the Group Company all reasonable out of pocket costs and expenses
properly incurred by the Purchaser or the Group Company in undertaking such
matters promptly upon the Vendor receiving reasonable documentation evidencing
such costs and expenses.

The Vendor will reimburse the Purchaser or the Group Company for all reasonable
out of pocket costs and expenses properly incurred by the Purchaser or the Group
Company to the extent such costs are not referred to in clause 14.9(a) and such
costs would not have arisen but for the matters giving rise to a successful Tax Claim.

If the Purchaser requires the Vendor to undertake any of the matters outlined in
clause 14.8, the Purchaser will reimburse the Vendor for all reasonable out of pocket
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151

158.2

15.3

16.4

18,

16.1

costs and expenses properly incurred by the Vendor in undertaking such matters
promptly upon the Purchaser receiving reasonable documentation evidencing such
costs and expenses.

Recovery from third parties: If the Purchaser or a Group Company recovers from a third
party an amount on account of or in connection with Tax in relation {o the same matter as any
payment actually made by the Vendor to the Purchaser under the Tax Indemnity, then the
Purchaser shall within ten Business Days pay or procure the payment of the amount so
received to the Vendor nel of any Tax payable by the Purchaser or a Group Company in
respect of such amount.

Joint Ventures: Inthe case of a Group Company that is a Joint Venture, and notwithstanding
any other provision of this clause 14, the amount that is payable by the Vendor pursuant to
clause 14.1 or clause 14.3 (as refevant) shall be equal to:

Total Liability * 50%

where Total Liabiity is the amount that (but for this clause 14.11) would be payable by the
Vendor in respect of a relevant Tax liability of the Group Company pursuant to clause 14.1
and clause 14.3.

PURCHASER WARRANTIES

Warranties: In consideration of the Vendor entering into this Agreement, the Purchaser gives
the Purchaser Warranties o the Vendor on the date of this Agreement and shall be deemed
to repeat the Purchaser Warranties on Completion by reference to the facts and circumstances
then existing, except that a Warranty expressed to be given as at a particular date is given
only at that date (inciuding where the Warranty refers to being given as at the date of this
Agreement or as at Compiletion}.

Separate and independent; Each of the Purchaser Warranties is separate and independent
and, except as expressly provided, shall not be limited by reference to any other Purchaser
Warranty.

Purchaser Warranties for Vendor's benefit: The Purchaser Warranties are given for the
benefit of the Vendor and may not be relied upon by any other person.

Increase of Purchase Price: Any monetary compensation or other amount received by the
Vendor as a result of any breach by the Purchaser of any Purchaser Warranty or any other
obligation, or pursuant to an indemnity given, under this Agreement (including an amount paid
to the Vendor under clauses 14.6 or 14.9 of this Agreement) shall be an increase of the
Purchase Price.

CANCELLATION RIGHTS
General cancellation rights:
{a) This Agreement may be cancelled:
) by written notice given by the Vendor or the Purchaser (a "Cancelling
Party") if any of the Conditions are not satisfied by the Condition End Date,

provided that the Cancelling Party is nol in breach of a material obligation
under this Agreement, including under clause 3; or
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17.

17.1

17.2

{ii) by the Non-Defaulting Party in accordance with clause 7.6.

{b) Subject to clause 16.2, if this Agreement is cancelled it will be of no further force or
effect, and all parties shall be released from their obligations under this Agreement.

Consequences of canceilation: If this Agreemenl is cancelled pursuant to this clause 16

(&) this clause 16, and clauses 1, 8.9, 17, 18 and 19, together with such other provisions
of this Agreement which are incidental to, and required in order to give effect to,
those clauses, shall remain in full force and effect; and

(b) accrued rights and remedies of a party are not affected, including in respect of any
failure by either party to comply with clause 3.2,

CONFIDENTIALITY

Confidentiality Obligation: Subject to clause 17.2, each party shall keep confidential, and
make no disclosure of:

(a) the existence and contents of this Agreement; and

(b) all information obtained from the other party or its Representatives under this
Agreement or in the course of negotiations in respect of this Agreement,

{together "Information"}.

Exceptions: Information may be disclosed by a party if:

(a) disclosure is required by applicable Law, or is necessary to comply with the listing
rules of any recognised stock exchange, including for the purposes of seeking any
approval contemplated by clause 3.1(b}

{h) disclosure is necessary to obtain the benefits of, and fulfil obligations under, this
Agreement;
(c) that Information already is, or becomes, public knowledge other than as a result of a

breach of clause 17.7or the NDA by that party;

(d) disclosure is made to a bona fide financier, potential financier or investor of that party
(or any Affiliate of that party), or to a bona fide purchaser or potential purchaser of,
or investor in, all or part of the business of, or the shares in, that party (or any Affiliate
of that party), so fong as the person to which disclasure is to be made has undertaken
to the party a corresponding obligation of confidentiality to that undertaken by the
party under this clause;

(e} disclosure is made to an officer, director, employee, professional adviser, or auditor
for that party or its Related Companies who is bound by confidentiality obligations
cansistent with those set out in this clause; or

{f the Information relates to a Group Company (except io the extent that such
information relates solely to the Vendor or its business).
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18.1

18.2

18.3

Prior notification and consultation: |f any party is required to make a disclosure or
announcement as contemplated under clause 17.2(a), it shall, before doing so, to the extent
tegally permitted:

(a) give to the other parly the maximum notice reasonably practicabie in the
circumstances, specifying the requirement under which it is required to disclose
information, and the precise Information which it is required to disclose:

(b} comply with all reasonable directions by the other parly to contest, resist or seek
relief from the reguirement o disclose Information, to the extent practical in the
circumstances;

{c) anly disclose information to the extent legally required; and

() to the extent reasonably practicable, consult in good faith with the other party with a
view to agreeing upon the form and timing of the disclosure or announcement,
including any inforrmation in relation to the other party or its Affiliates.

NOTICES

Notice: Every notice or other communication {"Notice”) for the purposes of this Agreement
shall:

(a) be in writing: and
(b} be defivered in accordance with clause 18.2.
Method of service: A Notice may be given by:

(a) delivery to the physical address of the relevant party, together with an email to the
email address of the relevant party; or

(b} posting it by pre-paid post to the postal address of the relevant party, ogether with
an email to the email address of the relevant party; or

(c) sending it by email to the email address of the relevant party,

provided fhat any Notice given by any means other than email must also be given by email.

Time of receipt; A Notice given in the manner;

{(a) specified in clause 18.2(a) is deemed received at the time of delivery;

(b} specified in clause 18.2(b) is deemed received five Business Days after (but
exclusive of) the date of posting if posted within New Zealand, and is deemed
received ten Businass Days after (but exciusive of) the date of posting if posted
internationatly;

{c) specified in clause 18.2{c} is deemed received;

(i) if sent between the hours of 9am and 5pm (local time) on a local Business
Day, at the time of transmission; or
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(i} if subclause (i) does not apply, at 9am (local time) on the local business
day most immediately after the time of sending,

unless the sender receives a delivery failure notification, or an “out-of-office” reply or
equivalent, indicating that the email has not been delivered to the recipient, in which
case Notice has not been given for the purpose of this Agreement.

For this purpose "local time" is the time in the place of receipt of the Notice.

Addresses: For the purposes of this clause the address details of each party are:
(&) the details set out below; or

(b) such other details as any party may notify to the others by Notice given in accordance
with this clause.

The Purchaser:

Physical address: Attention; Marc Benscher, Level 5, Tower 3,
International Towers, 300 Barangaroo Avenue,
Sydney, NSW, 2000, Australia

Postal address: Attention: Marc Benscher, Level 5, Tower 3,
International Towers, 300 Barangaroo Avenue,
Sydney, NSW, 2000, Australia

Email address:

The Vendor:

Physical address: Building 2, Xindadu, 21 Chegongzhuang Street,
Xicheng District, Beijing, China

Postal address: Building 2, Xindadu, 21 Chegongzhuang Street,

Xicheng District, Beijing, China
Email address:

GENERAL

Time of the essence: Time is of the essence in relation to the parties’ respective obligations
under clauses 3, 5.1, and 7.4 and no extension of time for the making of any payment or the
doing of any acts required by those clauses will be deemed to be a waiver, or modification, of
or affect the application of this clause 18.1.

Purchaser to provide information after Completion: Following Completion, the Purchaser
shall permit the Vendor such access to the records of the Group Companies as shall be
reasonably necessary to enable the Vendor to complete financial statements and taxation
returns and to comply with other statutory obligations.

No partnership or joint venture: This Agreement does not constitute, and nothing contained
in this Agreement will be deemed or construed to constitute, any party as partner, agent or
representative of any other party. This Agreement will not give and will not be construed as
giving to any parly any of the liabilities arising from a partnership, agency or representative
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18.5

19.6

19.7

19.8

18.9

19.10

18.11

relationship. This Agreemeni does not create or constitute a joint venture arrangsment
between the parties.

Amendments, waivers: No:

(&) amagndment to this Agreement;

(b} agreement between the parties for the purpose of, or referred to in, this Agreement;
of

{c) request, consent, waiver or approval for the purposes of, or referred to in, this
Agreement,

is effective unless it is in writing and signed (if sub-clauses (a) or (b} apply) by the parties or
{if sub-clause (c) applies) the party making the request or required to give the consent, waiver
or approval. For the purposes of section 15 of the Contract and Commercial Law Act 2017,
no agreement of any person who is not a party to this Agreement is required for any such
amendment.

Costs: Each party shall pay its own costs and expenses in respect of negotiating, preparing,
executing and performing this Agreement.

Counterparts: This Agreement may be executed in any number of counterparts (including
scanned or email copies) and provided that every party has executed a counterpart, the
counterparis together will constitute a binding and enforceable agreement between the parties.

Electronic signatures: Each party agrees that this Agreement, and any other documents to
be delivered in connection with this Agreement, may be electronically signed, including
through using the DocuSign platform.

Entire agreement: This Agreement constitutes the entire agreement between the parties
relating to the subject matter of this Agreement and supersede and cancel any previous
agreement, understanding or arrangement, whether written or oral.

Further assurance; Each parly shall make all applications, execute all documents and do or
procure ail other acts and things reasonably required to implement and fo carry out its
obligations under, and the intention of, this Agreement.

Governing law. This Agreement is governed by the laws of New Zealand (without giving
effect to the principles of conflicts of law).

Arbitration and sovereign immunity:

(a) The parties agree that any dispuie arising out of or in connection with this
Agreement, including any question regarding its existence, validity or termination,
must be referred to and finally resolved by arbitration in Singapore at Singapore
international Arbitration Centre ("SIAC"), in accordance with the arbitration rules of
SIAC for the time being in force, which rules are deemed to be incorporated by
reference in this clause. The language of the arbitration will be English.

(b) The Purchaser warrants that it is not entitled to claim sovereign or other general
immunity for itself or any of its assets. To the extent that the Purchaser has or
hereafier may acquire, or be entitled to claim for itself or its assets, any immunity
from jurisdiction of any court or from any legal process with respect to itself or its
assets, it irrevocably agrees not to claim and irrevocably waives such immunity in
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19.13

19.14

18,15

19.16

respect of its obligations under this Agreement and all other documents to be
executed and delivered in connection with this Agreement and the transactions
contemplated by them. Without limiting the generality of the foregoing, the Purchaser
agrees and acknowledges that the waiver set outin this clause 19,11 will be effective
to the fullest extent permitted under applicable law.

Assignment: Neither party shall directly or indirectly assign, transfer or otherwise dispose of
any of its rights or interests in, or any of its liabilities under or in connection with, this Agreement
(“Interest"), except with the prior written consent of the other party, which consent may be
withheld in the absolute discretion of the other party. Nothing in this clause 19.12 prevents a
party from mortgaging, pledging, assigning or otherwise encumbering (including assigning by
way of security) ("Encumbrance”} all or part of its Interest for the purpose of securing debt
financing for the Transaction provided that:

(|} the party remains fiable for all obligations relating to ite Interest, and bears all
liabilities relating to the Encumbrance (including indemnifying all other parties
against any related Claims); and

{b) the liability of the Vendor and its Representatives is not increased as a result of the
granting of the Encumbrance (and, if applicable, the exercise of any security under
the Encumbrance).

Rights and powers cumulative: The rights, powers and remedies provided in this
Agreement are cumulative with, and are not exclusive of, any rights, powers or remedies at
Law or in equity unless specifically stated otherwise.

Severance; If any provision of this Agreement is or becomes unenforceable, illegal or invalid
for any reason:

(=) where the offending provision can be read down so as to give it a valid and
enforceable operation of a partial nature, it must be read down to the minimum extent
necessary (o achieve that result; and

(b) it shall be deemed to be severed from this Agreement without affecting the validity
of the remainder of this Agreement and shall not affecl the enforceability, legality,
validity or application of any other provision of this Agreement.

No merger: The provisions of this Agreement and anything done under, ar in cannection with,
this Agreement shall not operate as a merger of any of the rights, powers or remedies of either
party under, or in connection with, this Ag reement or at Law, and those rights, powers and
remedies shall survive and continue in full force and effect to the extent that they are unfulfifled.

Waiver No failure or forbearance by a party to exercise, or delay in exercising, (in whole or
in part) any right, power or remedy under, or in connection with, this Agreement shall operate
as a waiver of that right, power or remedy. A waiver of any breach of any provision of this
Agreement shall not be effective unless that waiver is in writing and is signed by the party
against whom that waiver is claimed. A single or partial exercise of the power or right does
not preclude a further exercise of it or the exercise of any other power or right under this
Agreement, A waiver of any breach shall not be, or be deemed to be, a waiver of any cther
or subsequent breach,
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SIGNATURES

Vendar

BCG NZ Investiment Helding Limited by

Sighature of director/fauthorised
signatory

Name of directorfauthorised signalory

Purchaser

Tui Bidco Limited by

Signature of director/authorised

signatory

Name of director/fauthorised signatory

Signature of director/authiorised signatory

Name of directorfauthorised signatory





