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Management Discussion & Analysis

THEBMNWR W

BUSINESS REVIEW AND OUTLOOK

We, CT Environmental Group Limited (the “Company”, together with its
subsidiaries, the “Group”) are a provider of one-stop centralised and
customised wastewater treatment and industrial water supply services in
China, focusing on industrial wastewater treatment. Our services cover
the whole value chain of the wastewater treatment and industrial water
supply services industry, from design planning, procurement and
construction, to operations and maintenance of the wastewater treatment
and water supply facilities. In addition, we also engaged in the sludge
treatment service since second half of 2013 which is actually an
extension of our wastewater treatment services along the value chain as
sludge are residuals generated from wastewater treatment process.

In addition to the encouraging financial performance as detailed in the
“Financial Review” section below, our Group had been awarded certain
corporate achievements during the six months ended 30 June 2014. On
6 March 2014, our Group was honored as a “Green Participant” in the “Hang
Seng Pan Pearl River Delta Environmental Awards” jointly organized by
Hong Kong Hang Seng Bank and Federation of Hong Kong Industries.
Moreover, with effect from 30 May 2014, our Group has been included
as a constituent of Morgan Stanley Capital International (“MSCI”) China
Small Cap Index. These achievements further enhanced our confidence
in our expansion and development in future.

Wastewater treatment services

As at 30 June 2014, the constructed daily capacity of our facilities was
475,000 m3 (31 December 2013: 365,000 m3) for wastewater treatment
and 150,000 m3 (31 December 2013: 150,000 m3) for industrial water
supply while for those projects under planning or construction, the
aggregate designed daily capacity is 355,000 m3 for wastewater
treatment and 100,000 m? for industrial water supply.

For the six months ended 30 June 2014, in addition to those facilities
which have been in operation for a number of years with stable
performance, we had constructed and acquired new projects to ensure
growth in the scale of our wastewater treatment services.
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Management Discussion & Analysis (Continued)
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Firstly, we have completed the construction and commenced the formal
operation of Phase Il of Yonghe Haitao Treatment Facility (“Haitao Phase
") in April 2014 with a constructed daily capacity of 50,000 m3 for
industrial wastewater treatment. In addition, on 19 May 2014, we have
signed an agreement to acquire additional 49% equity stake of
Guangzhou Yinglong Wastewater Treatment Company Limited (“Yinglong”),
which was an associated company owned as to 46% by our Group
immediately before this acquisition. The acquisition has been completed
and Yinglong is currently a 95% owned subsidiary of our Group. Yinglong
currently operates a wastewater treatment facility with a constructed daily
capacity of 100,000 m3. Details of the acquisition were set out in our
announcement dated 19 May 2014. Both Haitao Phase Ill and Yinglong
provides industrial wastewater treatment services to enterprises engaged
in the textile and dyeing sector in Guangdong Province and both are
operated under the Build-Own-Operate model (the “BOO Model”), which
is consistent with our Group’s core business.

Looking forward, we expect the wastewater treatment capacity to be
further increased as we have secured the right of construction and
development of additional wastewater treatment facilities including: 1) an
industrial wastewater treatment facility with daily capacity of 50,000 m3
and an industrial water supply facility with daily capacity of 50,000 msg,
both in an industrial park in Guangyuan City, Sichuan Province; 2) Phase
Il of Yinglong, which is currently under construction with a daily capacity
of 150,000 m3; and 3) Phase | of Guangfozhao project with an industrial
wastewater treatment facility in Guangdong Province with a daily capacity
of 50,000 m3, details of which are set out in our announcement dated 28
November 2013. Same as many of our existing projects, the above new
projects will employ the BOO Model which we consider a better business
model for dealing with industrial wastewater.

We focus on developing centralised and cost-efficient wastewater
treatment facilities for industrial parks or clusters. Many local governments
in China are increasingly promoting the large-scale development of
selected industries in the form of specialised industrial parks or clusters.
We expect this trend to continue and we believe our strong track record
in providing centralised wastewater treatment services positions us well
to capitalise on such opportunities. In future, we will focus on both
existing and potential industrial parks or clusters in locations that: 1) have
the potential of requiring centralised treatment facilities; 2) have a reliable
and sustainable source of wastewater to be treated; and 3) have a strict
enforcement of regulations by the local government.
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Management Discussion & Analysis (Continued)
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Sludge treatment service

We commenced our sludge treatment service since the second half of
2013. As of 30 June 2014, our aggregate sludge treatment capacity was
approximately 693,000 tonnes per annum which has been substantially
increased compared to the capacity of approximately 138,000 tonnes
per annum as of 31 December 2013. Such increase was related to an
agreement signed on 30 April 2014 for the acquisition of 100% equity
stake of Qingyuan Lvyou Environmental Protection Technology Company
Limited (“Lvyou”), which owns a large scale sludge treatment and solid
waste treatment facilities with sludge treatment capacity of 555,000
tonnes per annum and a treatment capacity of 820,000 tonnes in
aggregate per annum of various types of industrial solid waste. Details of
this acquisition were set out in our announcement dated 30 April 2014.

For the six months ended 30 June 2014, revenue generated from the
sludge treatment segment was approximately HK$96.2 million (six
months ended 30 June 2013: Nil) while the proportion of revenue from
sludge treatment segment to revenue of the Group was 25.8% (six
months ended 30 June 2013: Nil). Such figures reflected the rapid pace
of development of this segment. We expect this trend to continue in the
second half of this year.

In addition to the acquisition for Lvyou as mentioned above which has
substantially increased our capacity, we also expect our Group’s sludge
treatment capacity to be further increased by virtue of planned
construction of additional facilities related to existing sludge treatment
projects. For our Yonghe Haitao Sludge Treatment Facility (“Haitao
Sludge”), it is currently operating near its full capacity so that we plan to
construct additional sludge treatment facilities in the same location and
serve as an extension or another phase of the current capacity. At the
same time, another subsidiary with sludge treatment capacity, Heyuan
Solid Waste Centralised Disposal Centre Company Limited (“Heyuan
Solid”), is also constructing additional facilities in the same location in
order to satisfy the contemplated increase in demand for sludge
treatment service, especially after the successful bidding of tender from
the Shenzhen Municipal Water Affairs Bureau as announced on 15 April
2014 for sludge treatment service for three years. This will certainly
enhance the utilization rate of Heyuan Solid.

In the second half of this year, we will also commence the construction of
a sludge and solid waste treatment facility in Longmen County in
Guangdong Province as disclosed in our announcement dated 31
December 2013 with an estimated capital expenditure of RMB150 million
and is expected to commence its actual operation in the first half of year
2015.
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Management Discussion & Analysis (Continued)
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As mentioned earlier, sludge is mainly generated from wastewater
treatment process and so, for the purpose of entry into the sludge
treatment business, there must be adequate source of polluting industrial
enterprises or municipal wastewater treatment plants which are able to
supply stable and reliable source of wastewater which in turn, after the
wastewater treatment process, to supply stable and reliable source of
sludge. In view of this, our Group should be in a better position since we
are well positioned in the wastewater treatment sector already so that we
have a higher possibility of securing wastewater treatment projects which
ultimately provide a source of sludge for sludge treatment facilities. We
believe that not many of the polluting industrial enterprises and third party
wastewater treatment plants had been equipped with the necessary
sludge treatment equipment and technology since the relevant sludge
regulations were not promulgated until recent years. Under the above
circumstance, we have confidence in capturing the sludge treatment
market. On the government side, they realised that untreated sludge can
cause severe pollution to the environment and hence the government is
very determined in combating this issue. Our Group expects that the
imposition of stricter environmental protection requirements on the sludge
treatment sector will bring about business opportunities. We also expect
this policy is a sustainable one since the sludge treatment market is only
at its infant stage.

In future, another potential new income stream for our Group will be the
sale of environmental friendly products which can be produced by using
treated sludge from sludge treatment facilities. Some of our existing
projects had also equipped with or plan to equip with production lines for
the production of green bricks and light-weighted ceramsite etc. The
government stance is to encourage the usage of the treated sludge to
produce various types of products instead of simply dumping them
without value-added use. We are still in the preliminary stage for the
formal commercial roll-out of the sale of environmental friendly products
but we realised the importance of such business segment in future so
that we will also deploy part of our Group’s resources to this potential
market.
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Management Discussion & Analysis (Continued)
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Subscription of shares of the Company

On 25 June 2014, the Company entered into a subscription agreement
with Mr. Gu Yao Kun in relation to the subscription of 60,000,000 new
shares (the “Subscription Shares”) of the Company at the subscription
price of HK$5.9 per Subscription Shares (the “Subscription”). As all the
conditions precedent have been satisfied, the Subscription Shares was
allotted and issued on 6 August 2014. The gross proceeds received from
the Subscription was HK$354 million. We believed that the Subscription
not only enhance our shareholders’ base but will also enhance the
financial position of our Group, and these benefits will in turn translate
into greater profitability in future. Details of the Subscription were set out
in our announcement dated 25 June 2014 and in our circular dated 21
July 2014. Save as disclosed above, there is no occurrence of other
important events affecting the Group since 30 June 2014 to the date of
this interim report.

FINANCIAL REVIEW

Turnover

Our turnover increased by 68.7% to HK$372.9 million for the six months
ended 30 June 2014 from HK$221.1 million for the six months ended 30
June 2013. Such increase was primarily due to (1) the contribution from
Haitao Phase lll, which is a new facility engaged in industrial wastewater
treatment and commenced its formal operation in April 2014 (in partial
operation since July 2013) so that there was no contribution to the
revenue for the six months ended 30 June 2013 while there was six
months’ contributions to the revenue for the six months ended 30 June
2014; (2) the commencement of the sludge treatment business in the
second half of 2013, together with the acquisitions of certain sludge
treatment companies including Heyuan Solid in the second half of 2013
and Lvyou in the first half of 2014. There was no similar revenue for the
six months ended 30 June 2013; and (3) the contribution from Yinglong,
which is a 95% owned subsidiary with effect from 1 May 2014 and had
revenue contribution to our Group for the six months ended 30 June
2014 while for the six months ended 30 June 2013, Yinglong was only
an associate of our Group and its revenue was not included in the
Group’s revenue.
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Management Discussion & Analysis (Continued)
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Cost of sales

Our total cost of sales increased by 64.8% to HK$138.4 million for the six
months ended 30 June 2014 from HK$84.0 million for the six months
ended 30 June 2013, primarily due to the increased number of
wastewater treatment and sludge treatment facilities which were in line
with the increased turnover in general. The above increase was partially
offset by the decrease in the average purchase cost of sulfuric acid, one
of our major raw materials used in wastewater treatment process.

Gross profit and gross profit margin

Our gross profit increased by 71.1% to HK$234.5 milion for the six
months ended 30 June 2014 from HK$137.1 million for the six months
ended 30 June 2013, primarily as a result of the factors described above.

QOur overall gross profit margin slightly increased to 62.9% for the six
months ended 30 June 2014 from 62.0% for the six months ended 30
June 2013, primarily due to the reduced proportion of revenue from
heating services from 18.0% for the six months ended 30 June 2013 to
10.8% for the six months ended 30 June 2014. Heating services had a
lower level of gross profit margin compared with other business
segments. Such reduced proportion was in turn attributable to the
commencement of sludge treatment segment.

Administrative expenses

Our administrative expenses increased by 105.0% to HK$37.6 million for
the six months ended 30 June 2014 from HK$18.3 million for the six
months ended 30 June 2013. This was primarily due to (1) the increase
in the number of subsidiaries acquired during the six months ended 30
June 2014; (2) increase of professional fees in relation to listing rule
compliance and marketing of the Company’s shares after the listing of
the Company in September 2013.
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Finance costs

Our finance costs increased by 35.3% to HK$21.1 million for the six
months ended 30 June 2014 from HK$15.6 million for the six months
ended 30 June 2013, primarily due to the increase in the amount of
outstanding bank borrowings of the Group in relation to the completion
of the acquisition of Lvyou and Yinglong. Such increase has been partially
offset by repayment of bank borrowings of other subsidiaries of our
Group.

Share of profit of an associate

Our share of profit of an associate decreased by 58.3% from HK$8.8
million for the six months ended 30 June 2013 to HK$3.7 million for the
six months ended 30 June 2014, primarily due to the acquisition of
additional 49% equity interest of Yinglong by our Group with effect from
May 2014 so that Yinglong becomes a subsidiary of our Group and is not
an associate anymore. The financial results of Yinglong had then been
consolidated into our Group since May 2014.

Profit before taxation

Our profit before taxation increased by 80.2% to HK$202.0 million for the
six months ended 30 June 2014 from HK$112.1 million for the six
months ended 30 June 2013, primarily due to the factors described
above.

Income tax

Our income tax expenses for the six months ended 30 June 2014 did not
have material fluctuation compared with the corresponding period last
year. At the same time, the effective tax rate has been substantially
decreased from 19.6% to 10.9%, which was mainly due to the fact that
the newly developed facilities (including Haitao Phase Il and Haitao
Sludge) and newly acquired projects (including Lvyou, Yinglong and
Heyuan Solid) were enjoying full tax exemption for the six months ended
30 June 2014 (six months ended 30 June 2013: these facilities and
projects did not have any profit contributions yet).

Profit attributable to equity shareholders of the
Company

Our profit attributable to equity shareholders of the Company has been
increased by 98.7% to HK$178.8 million for the six months ended 30
June 2014 from HK$90.0 million for the six months ended 30 June 2013,
primarily as a result of the factors described above.
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INTERIM DIVIDEND

The board of directors (the “Board”) of the Company does not
recommend the payment of any interim dividend for the six months
ended 30 June 2014 (six months ended 30 June 2013: Nil).

LIQUIDITY AND FINANCIAL RESOURCES

Qur principal liquidity and capital requirements primarily relate to
investments in our projects, acquisition of lease prepayments,
construction of our wastewater treatment and industrial water supply
facilities, purchases of equipment, costs and expenses related to the
operation and maintenance of our facilities.

As at 30 June 2014, the carrying amount of the Group’s cash and bank
deposits was approximately HK$296.4 million and were mainly
denominated in Renminbi, including deposits with a bank with original
maturity date over three months (31 December 2013: HK$445.6 million,
including deposits with a bank with original maturity date over three
months), representing a decrease of 33.5% as compared to that as at 31
December 2013, which was mainly attributable to the effect of utilization
of funds for our planned projects and for new acquisitions took place in
the first half of 2014, which was partially offset with the increased funds
coming from the inception of new bank borrowings.

As of 30 June 2014, the Group was in a net current liabilities position,
which was mainly attributable to the receipt of deposit amounted to
HK$250,000,000 in relation to the Subscription. We regard such net
current liabilities position was only temporary since the Subscription was
subsequently completed in August 2014 and the balance of such
deposits was transferred from current liabilities to equity so that the
Group will be in a net current assets position again.

FOREIGN CURRENCY RISK

Individual companies within the Group have limited foreign currency risk
as most of the transactions are denominated in the same currency as the
functional currency of the operations in which they relate. However, as
the principal subsidiaries mainly carried out transactions in RMB,
therefore any appreciation or depreciation of HKD against RMB wiill affect
the Group’s financial position and be reflected in the exchange reserve.
There were no hedging transactions during the six months ended 30
June 2014 and outstanding as at 30 June 2014.
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LOANS AND BORROWINGS

As of 30 June 2014, our total amount of utilised bank loans was
HK$1,157.6 million (31 December 2013: HK$552.2 million), bank loans
amounted to HK$1,128.4 million were floating-rate loans (31 December
2013: HK$552.2 million) and we had no un-utilised banking facilities. All
bank loans are denominated in Renminbi.

These bank loans were secured by the charging rights of industrial water
supply and wastewater treatment in certain subsidiaries of the Group,
together with certain buildings, machineries, lease prepayments and
equity interests in Lvyou, and were also guaranteed by certain third
parties.

QOur gearing ratio, as calculated by dividing our total borrowings by our
total assets, was 37.2%, as of 30 June 2014 (31 December 2013:
29.2%). The increase in gearing ratio was primarily due to the completion
of the acquisition of Lvyou and the completion of acquisition of additional
49% equity interest of Yinglong, both of which has certain bank
borrowings for capital expenditure in relation to their development of
sludge treatment facility and wastewater treatment facility respectively.
We have also borrowed certain new bank borrowings to finance the
acquisition of these subsidiaries. After the balance sheet date, the level of
gearing has been reduced upon the completion of the Subscription in
August 2014. The gross proceeds received by the Company and the
corresponding increase in the amount of equity of the Company was
HK$354 million.

CONTINGENT LIABILITIES

As at 30 June 2014, the Group had no material contingent liabilities or
guarantees. As at 31 December 2013, the Group, together with the other
shareholders of Yinglong at that time, has issued a guarantee to a bank
in respect of a bank loan granted to Yinglong. Subsequently in May 2014,
Yinglong became a subsidiary of our Group and such guarantee was no
longer being classified as a contingent liability of our Group.
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PLEDGE OF ASSETS

As at 30 June 2014, the Group pledged certain of its property, plant and
machinery and lease prepayments with an aggregate carrying amount of
approximately HK$84.5 million (31 December 2013: HK$14.5 million) to
certain banks to secure certain credit facilities granted to the Group.

MATERIAL ACQUISITIONS AND DISPOSAL

For the six months ended 30 June 2014, the Group have announced the
following material acquisitions:

(1) acquisition of the assets of an industrial wastewater treatment
facility located in Junan County, Shunde District of Guangdong
Province on 21 March 2014, with a proposed consideration of
RMB115 million. Such acquisition is expected to be completed on
or before 30 September 2014.

(2)  acquisition of 100% equity interest of Lvyou, a company engaged
in sludge and solid waste treatment in Qingyuan City of Guangdong
Province, on 30 April 2014 with a consideration of RMB125 million.
This acquisition has been completed.

(8) acquisition of additional 49% equity interest of Yinglong, a company
engaged in industrial wastewater treatment in Zengcheng City of
Guangdong Province, on 19 May 2014 with a consideration of
RMB196 million. This acquisition has been completed.

For the six months ended 30 June 2014, there was no material disposals
of assets.

We expect to incur additional capital expenditure for the construction or
acquisition of wastewater treatment facilities and sludge treatment
facilities and we expect these expenditure to be funded by bank
borrowings and funds generated from our operating activities.
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USE OF PROCEEDS FROM INITIAL PUBLIC EhXxABREFEXEER
OFFERINGS

The Group was officially listed on the main board of The Stock Exchange #AEBECR —_ZET—=FNA -+ HBFE B
of Hong Kong Limited (the “Stock Exchange”) on 25 September 2013 by 2 BEEEFEEB AR S M E ﬁE UNEIR(R:

way of global offering with the net proceeds of approximately HK$492.7 P ]) TIRIER LT 2B EEFME R
million being raised. T RFEAN AL TEEET

Details of the intended usage and the actual usage up to 30 June 2014 &8 ABEEBEE T —NMEB=1TH2Z
were as follows: ERRBRFIS QHT

Intended Actual
Usage Usage

sTE A% BERAE
(HK$ million) (HK$ million)
(BE8HT) (BEEAT)

Construction and operation of wastewater ER R E T KRR 342.0 76.1
treatment and industrial water supply facilities N T HEHNKEZE

Potential acquisition relating to the wastewater ﬁ F'E SEIKERIE N T 2K 49.3 49.3
treatment and industrial water supply facilities A% e B 7B A i B

Expansion into third party sludge BREE=ZASREREEER 36.4 36.4
treatment business

Improve research and development capacity, RAWEE ) 2EREK 15.7 1.4
including develop a prototype and carry out I g B B EN 255 SR AR M Rl
market research on the development of EITTHIS R
dyeing sludge biomass fuel

Working capital and general corporate LEESR—BRAF 49.3 49.3
purposes

492.7 212.5
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EMPLOYEES AND REMUNERATION POLICY & B & % B BUsR

As at 30 June 2014, the Group employed 1,032 employees 31 HZE—-_ZT—NEFEA=1+H KEHREH
December 2013: 488). Employee costs amounted to approximately 1,032&EE(ZZE—=¢+_H=+—8:
HK$26.4 million for the six months ended 30 June 2014 (six months 488%) Bl Z - ZT—WE A =1+ H Lt/\
ended 30 June 2013: approximately HK$10.7 million). The Group will {E B B TR A4 52648 &5 T (H 2

endeavor to ensure that the employees’ salary levels are in line with ZT—=F<xA=+HIFXEA 107EEE
industry practice and prevailing market conditions and that employees’ J©)  REBBH N EREEFHMKIEFTE
remuneration is based on their performance. TEBHRRBTHL MEEBEFMIOIER

HENRBEEE -

PEBRARKERBLE —FT-NFEHHKS #
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2014, the Directors and chief executives of the Company
and their associates had the following interests in the shares, underlying
shares and debentures of the Company and its associated corporations
(within the meaning of the Securities and Futures Ordinance (“SFO”)), as
recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code:

Name of Director Capacity/Nature of interest

EEHA

56 EatE

EERFIETHAERERAAR
HEBEZBE 2RO  HERO KR
BEREIZEZRAR

RZZE—WMFNA=Z+H RBREZFFHFLH

EHEO(ESRBERD]) FI2GETF

ENECMASE  AEREBEFETACHE
ARAPRBRME  AARES  TBTHK
ABRBENBEARNRR R EBB
B(ExRBEHZMPEGR) Ok HE
By RERETERANERNAT

Approximate
percentage of

Total number of shareholding

Mr. Tsui Cham To Corporate Interest”

B S NS £l
Mr. Lu Yili Corporate Interest?
BESIEAE A

() denotes a long position

Notes:

(1) Mr. Tsui Cham To is deemed under the SFO to be interested in 879,700,000 shares of
the Company held by Keen Vast Holdings Limited.

2 Mr. Lu Yili is deemed under the SFO to be interested in 10,400,000 shares of the
Company held by Great Nation Finance Limited.
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Save as disclosed above, as at 30 June 2014, none of the Directors and
chief executive of the Company had or was deemed to have any interests
or short position in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV
of the SFO), which had been recorded in the register maintained by the
Company and the Stock Exchange pursuant to section 352 of the SFO
or which had been notified to the Company and the Stock Exchange
pursuant to the Model Code. At no time during the period was the
Company, or any of its holding companies, its subsidiaries or its fellow
subsidiaries a party to any arrangement to enable the directors and chief
executives of the Company (including their spouse and children under 18
years of age) to hold any interests or short positions in the shares or
underlying shares in, or debentures of, the Company or its associated
corporation.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option
Scheme”) on 4 September 2013. The purpose of the Share Option
Scheme is to provide an incentive to motivate, attract and retain eligible
persons, and to encourage them to optimise their performance efficiency,
enhance the value of the Company and promote the long-term growth of
the Company. This scheme will provide the eligible participants, including
employees, consultants, executives and officers of the Company, to have
a personal stake in the Company to achieve its intended purpose.

The Share Option Scheme shall be valid and effective for a period of 10
years from 4 September 2013, after which no further options will be
granted or offered but the provisions of the Share Option Scheme shall
remain in full force and effect to the extent necessary to give effect to the
exercise of any subsisting options granted prior to the expiry of the 10-
year period or otherwise as may be required in accordance with the
provisions of the Share Option Scheme.
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The maximum number of shares in respect of which may be issued upon
exercise of all options to be granted under the Share Option Scheme is
136,000,000, being 10% of the shares of the Company in issue
immediately after our listing on 25 September 2013 which is the effective
date of such scheme and representing approximately 9.8% of the issued
shares of the Company as at the date of this interim report.

The maximum number of shares issued and to be issued upon exercise
of the options granted to any eligible person under the Share Option
Scheme shall not in any 12-month period up to the date of grant exceed 1%
of the issued share capital of the Company from time to time. Any further
grant of share options in excess of this limit is subject to the issue of a
circular and shareholders’ approval in general meeting. The period within
which an option may be exercised under the Share Option Scheme will
be determined by the Board at its absolute discretion, save that no
option may be exercised later than 10 years from the date of grant of the
particular option. Under the Share Option Scheme, the exercise price in
relation to each option shall be determined by the Board at its absolute
discretion, but in any event shall not be less than the highest of (i) the
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheet on the date of grant of such option, (i) the average
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheets for the five trading days immediately preceding the
date of grant of such option, and (i) the nominal value of a share on the
date of grant of such option.

No share options were granted under the Share Option Scheme by the
Company during the period ended 30 June 2014 and there were no
outstanding share options under the Share Option Scheme as at 30 June
2014.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2014, the persons (not being a Director or chief executive
of the Company) who have interests in the shares or underlying shares of
the Company as recorded in the register required to be kept under
section 336 of the SFO or have otherwise notified to the Company were
as follows:

Name of Shareholder Capacity/Nature of interest

55 EatE

EEEE

TERRRN RS R AHE R4 A&

#
RZF-—MENA=1+H REZHLH
BIRPIEIB6IHRAFENECMAEKE M

SARAE RARA D AR KO
BHAREIARHNAL(EFARBAEERK
TETBAR)WT

Approximate
percentage of
shareholding
g

BAUBE DL

Total number of
shares

R 47 48

Beneficial owner

AN

Keen Vast Holdings Limited“’
BAERERA i

L denotes a long position
Note:

(1) Keen Vast Holdings Limited is controlled by Mr. Tsui Cham To.

Save as disclosed above, as at 30 June 2014, the Directors are not
aware of any other person having an interest or short position in shares
and underlying shares of the Company representing 5% or more of the
issued share capital of the Company.
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COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Company is committed to achieving and maintaining the highest
standards of corporate governance, consistent with the needs and
requirements of the business and its shareholders. The Company has
adopted the code provisions set out in the Corporate Governance Code (the
“CG Code”) contained in Appendix 14 to the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”). For the six
months ended 30 June 2014, the Company has complied with all code
provisions of the CG Code except that the Company has only two
independent non-executive directors, two Audit Committee and two
Remuneration Committee members following the resignation of Mr. Xu
Zhen Cheng on 6 June 2014, which does not meet the requirement
under Code Provision A.5.1 of the CG Code.

Rule 3.10(1) of the Listing Rules provides that every board of directors of
a listed issuer must include at least three independent non-executive
directors. Rule 3.10A of the Listing Rules also provides that an issuer
must appoint independent non-executive directors representing at least
one-third of the board. Moreover, Rule 3.21 of the Listing Rules provides
that the audit committee of a listed issuer must comprise a minimum of
three members. Subsequent to resignation of independent non-executive
Director of the Company by Mr. Xu Zhen Cheng, the Company had two
independent non-executive Directors and two audit committee members,
the number of independent non-executive directors fell below the
minimum number as required under Rule 3.10(1) of the Listing Rules, and
the number of the audit committee members also fell below the minimum
number as required under Rule 3.21 of the Listing Rules. Further, the
number of independent non-executive director falls below one-third of
the Board members as required under Rule 3.10A of the Listing Rules.
On 21 August 2014, the Board appointed Mr. Du Hequn as an
independent non-executive Director, a member of the Audit Committee
and the chairman of the Remuneration Committee of the Company.
Following Mr. Du’s appointment, the Company fully complies with the
requirement under the Listing Rules and the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10
to the Listing Rules as its code of conduct regarding securities
transactions by the Directors. Having made specific enquiry with all
Directors, all Directors (except Mr. Du Hequn whose appointment as a
Director took effect until after 30 June 2014) confirmed that they have
complied with the required standard set out in the Model Code for the six
months ended 30 June 2014.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

The Company and its subsidiaries did not purchase, sell or redeem any
listed securities of the Company during the six months ended 30 June
2014.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information available to the Company and within the
knowledge of the Directors, the Company maintained adequate public
float for the six months ended 30 June 2014.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
three independent non-executive Directors, namely Mr. Lien Jown Jing,
Vincent, Mr. Liu Yung Chau and Mr. Du Hequn. Mr. Lien has the
appropriate professional qualifications and is serving as the Chairman of
the Audit Committee. The Audit committee has reviewed with
management the accounting principles and practices adopted by the
Group and discussed auditing, internal control and financial report
matters, including the interim financial report of the Group for the six
months ended 30 June 2014.

REVIEW OF INTERIM REPORT

The unaudited interim financial report of the Group for the six months
ended 30 June 2014 has been reviewed by KPMG, the auditor of the
Company, and the Audit Committee.

PUBLICATION OF INTERIM REPORT

This interim report is published on the websites of the Company and the
Stock Exchange. This report will be dispatched to the shareholders of the
Company and made available for review on the aforesaid websites.
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Review report to the board of directors of
CT Environmental Group Limited
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report set out on pages 24 to 60
which comprises the consolidated statement of financial position of CT
Environmental Group Limited as of 30 June 2014 and the related
consolidated statement of profit or loss, statement of profit or loss and
other comprehensive income and statement of changes in equity and
condensed consolidated cash flow statement for the six months period
then ended and explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require the
preparation of an interim financial report to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard 34,
Interim financial reporting, issued by the Hong Kong Institute of Certified
Public Accountants. The directors are responsible for the preparation and
presentation of the interim financial report in accordance with Hong Kong
Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the
interim financial report and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

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, issued by the Hong
Kong Institute of Certified Public Accountants. A review of the interim
financial report consists of making enquiries, 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 does 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 audit opinion.
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Conclusion

Based on our review, nothing has come to our attention that causes us
to believe that the interim financial report as at 30 June 2014 is not
prepared, in all material respects, in accordance with Hong Kong
Accounting Standard 34, Interim financial reporting.

Other Matter

Without modifying our review conclusion, we draw your attention that the
comparative consolidated statement of profit or loss, statement of profit
or loss and other comprehensive income for the six months ended 30
June 2013 and the comparative consolidated statement of changes in
equity and condensed consolidated statement of cash flows for the six
months ended 30 June 2013 and the related notes disclosed in the
interim financial report have not been reviewed in accordance with Hong
Kong Standard on Review Engagements 2410.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

27 August 2014
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For the six months ended 30 June 2014 —unaudited B ZE —ZT—WFNAZ+THIEAEA —RKELEZ

(Expressed in Hong Kong dollars) (LA 7051 7R)

Six months ended 30 June
BEXA=1+THLAEAR

2014 2013
—E-NE —F—=

HK$°000 HK$’'000

FH&xT T&T

Turnover [ 3 372,888 221,064

Cost of sales tHE A (138,366) (83,975)

Gross profit E R 234,522 137,089

Other revenue H b Yz 4 23,515 100

Administrative expenses TR S (37,514) (18,298)

Other operating expenses Hib &g M (1,063) @)

Profit from operations BE R 219,460 118,889

Finance costs LRSI DN 5(a) (21,113) (15,599)

Share of profit of an associate ol — KB & N F] B 3,681 8,818

Profit before taxation B Bt B & A 5 202,028 112,108

Income tax Fir 15 %4 6 (22,008) (21,996)

Profit for the period HA i 3E A 180,020 90,112

Attributable to: LT &EEN:

— Equity shareholders of the Company ~ — AAFI#EZ=EIFAE A 178,807 89,970

— Non-controlling interests — IR RE S 1,213 142

Profit for the period H 9 5a A 180,020 90,112
Earnings per share (HK$) BRERN(ER) 7

Basic and diluted R e # 5H 0.13 0.09

SE30E 60 B A 8 M & /8 A 7 HI B 75 5 19
—®D BNARAERTA ANKERF
BRI EE16

The notes on pages 30 to 60 form part of this interim financial report.
Details of dividends payable to equity shareholders of the Company are
set out in note 16.
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For the six months ended 30 June 2014 — unaudited B Z —Z —NF XA =T HIEAEA — RETEZ
(Expressed in Hong Kong dollars) (JA 7 751 7R )

Six months ended 30 June
BEXA=1+THLAEAR

2014 2013
—E-NFE —T—=
HK$’000 HK$’000
TER T
Profit for the period B s R 180,020 90,112
Other comprehensive income MrREtEEKRE BRER
for the period (after tax and EHEHF > ERER)
reclassification adjustments)
ltem that may be reclassified HigngeEmoEs
subsequently to profit or loss: B@mMIEE
Exchange differences on translation MEWIEFRBET
of financial statements of entities ERIEEE K
not using Hong Kong Dollar (‘HK$”) ERUBRERELEN
as functional currency [ERER (8,357) 6,879
Total comprehensive income for the period HrzmhzHasE 171,663 96,991

Total comprehensive income attributable to: LI TR EEEEEIKSEE

Equity shareholders of the Company KARIERERA 170,480 96,068
Non-controlling interests FET IR B 2 1,183 923
Total comprehensive income for the period HR2EWEHE 171,663 96,991
The notes on pages 30 to 60 form part of this interim financial report. FIE0BEMEMTFEAARFTHE BEREDN
— &5 o

PERREEATRLTE —Z-—NMEPHERS



At 30 June 2014 — unaudited R —F—WEXA=+H —REEZ
(Expressed in Hong Kong dollar) (JA7 7T 517K )

At 30 June At 31 December
2014 2013
R-T—WF RN-ZE—=
~A=+H +=-A=+—H
HK$’000 HK$’000
FE T TH T
Non-current assets ERBEE
Property, plant and equipment ME - WE NMERE 8 1,405,241 511,571
Lease prepayments AN HERIE 9 143,733 47,155
Intangible assets mEEE 10 237,174 50,039
Goodwill =S 12 96,508 12,194
Interests in an associate R—REZ QNS 11(a) - 186,942
Gross amounts due from EREFEHTIRE
customers for contract work NIFAEEE 241,275 246,350
Other receivables H ek sk18 13 313,914 83,783
Deferred tax assets EERIAEE 6(c) 3,726 3,829
2,441,571 1,141,863
Current assets REBEE
Inventories =g 9,825 1,320
Trade and other receivables B 5 K H b e FRIE 13 338,181 280,694
Gross amounts due from BWEFEHTIRE
customers for contract work RIB4EEE 21,866 22,076
Deposits with a bank with original FRRIRITIR 1A 2 HE A
maturity date over three months BB=MAZER 50,392 50,876
Cash and cash equivalents ReERREEED 246,004 394,723
666,268 749,689
Current liabilities REAE
Trade and other payables B 5 NEMENFIE 14 554,841 137,685
Bank loans RITER 15 275,166 51,665
Current taxation BOEARL 18 17,238 18,333
847,245 207,683
Net current (liabilities)/assets RE(EE) BEEEE (180,977) 542,006
Total assets less current liabilities HWEERABER 2,260,594 1,683,869

SE30E 60 B A 8 M & /8 A o HI B 7% 5 19

—#5 -

The notes on pages 30 to 60 form part of this interim financial report.
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At 30 June 2014 — unaudited R —F—WEXA=+H —REEZ
(Expressed in Hong Kong dollar) (JA7 7T 517K )

At 30 June At 31 December
2014 2013
R=T—MF RZE—=%F
A~A=+H +=ZA=+—H
HK$’000 HK$’000
F&E T TH T
Non-current liabilities ERBEME
Bank loans WITEK 15 882,453 500,533
Deferred tax liabilities EEFIEAE 6(c) 81,722 39,981
Deferred income PEAE U A 14,906 15,049
979,081 555,563
Net assets EEFE 1,281,513 1,128,306
Equity R
Share capital e 16(b) 138,208 138,208
Reserves et 1,116,315 987,297
Total equity attributable EQTERBTREA
to equity shareholders of EiEEEARE
the Company 1,254,523 1,125,505
Non-controlling interests FERER 26,990 2,801
Total equity A 1,281,513 1,128,306

The notes on pages 30 to 60 form part of this interim financial report.
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For the six months ended 30 June 2014 — unaudited HZ —Z —MNF XA =+ HIEAEA — REEZ

(Expressed in Hong Kong dollars) (JA 7 751 7R )

Share

capital

LTS
HK$'000
TEX

Attributable to equity shareholders of the Company

ARFEBFAARGUATEE

Share
premium
R 5
e
HK$'000
FHBxT

Capital Statutory Translation Retained

reserve
X
1

reserve
EE
e

HK$'000 HK$'000

Fi5T

THET

reserve Total
EX
it
HK$'000
FTHT

profits
RE

i Fl
HK$'000
FBT

At
HK$'000
FERL

controlling

Non-
Total
interests equity
FER i
B B
HK$'000 HK$'000

BT BT

Balance at 1 January 2013 R-T—=%
—A—B#&# 100 - (90) 48,718 29,540 312,070 390,338 1,564 391,902
Changes in equity for BE-2-=%
the six months ended AB=1+H
30 June 2013 IEREAH
EZ28
Profit for the period AT - - - - — 89970 89,970 142 90,112
Other comprehensive income Hipzmka - - - - 6,098 - 6,098 781 6,879
Total comprehensive income 2HRERASE - - - - 6,098 89,970 96,068 923 96,991
Balance at 30 June 2013 RZT—=%
NAZTHEH 100 — (90) 48,718 35,638 402,040 486,406 2,487 488,893
Balance at 1 January 2014 RZT—mE
—A—H#&% 138,208 359,525 (90) 70,744 42,652 514,466 1,125,505 2,801 1,128,306
Changes in equity for HE-Z—DF
the six months ended AHA=1H
30 June 2014 EREAMN
EEen
Profit for the period Hia F - - - - — 178,807 178,807 1,213 180,020
Other comprehensive income Hip 2@l - = = = (8,327) - (8327) (30)  (8,357)
Total comprehensive income ARG RSE - - - - (8,327) 178,807 170,480 1,183 171,663
Acquisition of an associate from B — & & = J7 U BE
a third party (note 11(a)) —XEE DA
(B EE11(a) = = = = = - - 23,006 23,006
Dividends approved in respect  #t/EB T EE K E
of the previous year (note16(a))  (Ff £ 16(a)) - - = = — (41,462) (41,462) - (41,462)
Balance at 30 June 2014 RZT—Mm4F
NAZTHES 138,208 359,525 (90) 70,744 34,325 652,003 1,254,714 26,990 1,281,513

The notes on pages 30 to 60 form part of this interim financial report.
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Condensed Consolidated Cash Flow Statement

BHGSHRiER

For the six months ended 30 June 2014 — unaudited HZ —Z—WE X A=ZTHIEANEA — REEZ
(Expressed in Hong Kong dollar) (BA7 7271 7))

Six months ended 30 June
BEAB=1+HIEAEA

2014 2013
—E—-f —_F—=
HK$°000 HK$’000
FHExT T&T
Cash generated from operations QBB EE S 148,137 133,986
Income tax paid BB (15,922) (24,455)

Net cash generated from operating KRETHMERESFH

activities 132,215 109,531
Net cash used in investing activities RETEHFMABESESE (703,884) (73,264)
Financing activities AESEE
Prepayment by an independent —ZBIEZHRRE

third party in connection to subscription AR B FH LB 2

of new ordinary shares of the Company & 3% 18 1/19 250,000 -
Other cash flows arising mEEIE LN

from financing activities HMBEERE 174,732 (31,177)
Net cash generated from/(used in) BMEFEMAE(FFA)

financing activities ReRE 424,732 (81,177)
Net (decrease)/increase in cash ReRREEEY

and cash equivalents CRL ), &8 (146,937) 5,090
Cash and cash equivalents R—B—HHRER

at 1 January REeEEEY 394,723 10,463
Effect of foreign exchange rate changes ~ 4ME [E R & & & (1,782) 763

Cash and cash equivalents at 30 June RAA=Z+HHERER
HEZEY 246,004 16,316

The notes on pages 30 to 60 form part of this interim financial report. EI0EE0BEAMHEM T AR ERSEDN

— 85 -
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Basis of Preparation

This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited,
including compliance with Hong Kong Accounting Standard (HKAS)
34, Interim financial reporting, issued by the Hong Kong Institute of
Certified Public Accountants (HKICPA). It was authorised for issue
on 27 August 2014.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2013 annual financial
statements, except for the newly adopted accounting policies and
the accounting policies changes that are expected to be reflected
in the 2014 annual financial statements. Details of the newly
adopted accounting policies and the changes in accounting
policies are set out in note 2.

The preparation of an interim financial report in conformity with
HKAS 34 requires management to make judgements, estimates
and assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are
significant to an understanding of the changes in financial position
and performance of CT Environmental Group Limited (the “Company”)
and its subsidiaries (together “the Group”) since the 2013 annual
financial statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for full set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards (HKFRSSs).

The interim financial report is unaudited, but has been reviewed by
the audit committee of the Company. It has also been reviewed by
KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by the
HKICPA. KPMG’s independent review report to the Board of
Directors is included on page 22.
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Basis of Preparation (Continued)

The interim financial report has been prepared assuming the Group
will continue as a going concern notwithstanding the net current
liabilities position of the Group at 30 June 2014. The net current
liabilities position of the Group recorded as at 30 June 2014 was
mainly attributed by a prepayment of HK$250,000,000 by Mr. Gu
Yao Kun for a conditional subscription of 60,000,000 new ordinary
shares of the Company at a subscription price of HK$5.9 per
share. The transaction was completed in August 2014 and the
balance of prepayment was transferred from current liabilities to
equity upon the completion of the shares subscription. Moreover,
based on a detailed review of the working capital forecast of the
Group for the period ending 30 June 2015, the directors are of the
opinion that the Group will have necessary liquid funds to finance
its working capital and capital expenditure requirements.
Accordingly, the interim financial report has been prepared on a
going concern basis. Should the Group be unable to operate as a
going concern, adjustments may have to be made to write down
the value of assets to their recoverable amounts and to provide for
any further liabilities which might arise. The effect of any such
adjustments has not been reflected in the interim financial report.

The financial information relating to the financial year ended 31
December 2013 that is included in the interim financial report as
being previously reported information does not constitute the
Company’s statutory financial statements for that financial year but
is derived from those financial statements. Statutory financial
statements for the year ended 31 December 2013 are available
from the Company’s registered office. The auditors have expressed
an unqualified opinion on those financial statements in their report
dated 20 March 2014.

(Expressed in Hong Kong dollars unless otherwise indicated) (JATTHIR » M S B A EERIN)
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(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR » M S B A EERIN)

2 Newly Adopted Accounting Policies and
Changes in Accounting Policies

(a) Newly adopted accounting policies

@i

(ii)

Subsidiaries and non-controlling interests

In a business combination achieved in stages, the cost
of combination is the aggregate of the consideration
paid at the acquisition date and the fair value at the
acquisition date of the acquirer’s previously held interest
in the acquiree. The Group remeasures its previously-
held equity interest in the acquiree to its fair value at the
acquisition date, with any difference between its fair
value and its carrying amount being recognised in profit
or loss for the current period.

Intangible assets — service concession
arrangements

The Group recognises an intangible asset arising from a
service concession arrangement when it has a right to
charge for use of the concession infrastructure. An
intangible asset received as consideration for providing
construction or upgrade services in a service
concession arrangement is measured at fair value on
initial recognition with reference to the fair value of the
services provided. Subsequent to initial recognition, the
intangible asset is measured at cost less accumulated
amortisation and accumulated impairment losses.

The estimated useful life of an intangible asset in a
service concession arrangement is the period from
when the Group is able to charge the end user for the
use of the infrastructure to the end of the concession
period.
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The amendments provide consolidation relief to those parents
which qualify to be an investment entity as defined in the
amended HKFRS 10. Investment entities are required to
measure their subsidiaries at fair value through profit or loss.
These amendments do not have an impact on the Group’s
interim financial report as the Company does not qualify to be
an investment entity.

Amendments to HKAS 32, Offsetting financial
assets and financial liabilities

The amendments to HKAS 32 clarify the offsetting criteria in
HKAS 32. The amendments do not have an impact on the
Group’s interim financial report as they are consistent with
the policies already adopted by the Group.

PRARREEARAT —F—

(Expressed in Hong Kong dollars unless otherwise indicated) (JA#JTHI7R » 1 3 A A& B AN
2 Newly Adopted Accounting Policies and 2 FERMAENTHEREEE
Changes in Accounting Policies (Continued) ;=X INC )
(b) Changes in accounting policies (b) BFBEXS2H
The HKICPA has issued the following amendments to s TR/ i = K il N | AN
HKFRSs that are first effective for the current accounting SERARBASEHEE }/’Q as
period of the Group and the Company. Of these, the following B EMERELEL 7 1EE
developments are relevant to the Group’s interim financial Ha o TH{E]HEARNERH ,Hﬁ ,H\7f
report: BWmEAHE
e Amendments to HKFRS 10, HKFRS 12 and HKAS 27, e HAWMBWHmEERAZEI
Investment entities BB RS ELSE
12 EH AL EAF27
WK EERE 2185
. Amendments to HKAS 32, Offsetting financial assets o BEAE T ELEI2R M
and financial liabilities eHE E KA EZE
H
The Group has not applied any new standard or interpretation REBEBWEREMAASETHE SR
that is not yet effective for the current accounting period. AR T ER R RE -
Amendments to HKFRS 10, HKFRS 12 and HKAS EBMBHREEDEI0 -
27, Investment entities ERBVBEBREENEFI12E R
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(Expressed in Hong Kong dollars unless otherwise indicated) (A7 70517R -

Segment Reporting

The Group manages its businesses by divisions, which are
organised by business lines. In a manner consistent with the way in
which information is reported internally to the Group’s most senior
executive management for the purposes of resource allocation and
performance assessment, the Group has identified five reportable
segments. No operating segments have been aggregated to form
the following reportable segments.

Supply of industrial water: this segment supplies industrial water.

Provision of wastewater treatment plants operation services: this
segment operates wastewater treatment plants under Build-Own-
Operate (“BOQ”) arrangement.

Wastewater project construction and operation services: this
segment constructs and operates wastewater treatment plants in
connection with Build-Operate-Transfer (“BOT”) arrangement to
generate turnover from construction and operation services as well
as finance income.

Provision of heating services: this segment provides heating
services.

Provision of sludge and solid waste treatment services: this
segment provides sludge and solid waste treatment services under
both BOO and BOT arrangements.
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(Expressed in Hong Kong dollars unless otherwise indicated) (A7 705I7R -

3 Segment Reporting (Continued) 3 PEHE @

@ EEBEH

(a

Information about profit or loss, assets and
liabilities

CEERAEFRH

Information regarding the Group’s reportable segments as 7"

provided to the Group’s most senior executive management
for the purposes of resource allocation and assessment of
segment performance for the period is set out below.

Hﬂﬁﬂ CAEERSETTBRAR
EFEJZIKEI—JD B E
#’l’l’/\{/\/\ é/ﬁ EB&/\AB%

W E I%ZZD—F °

Provision of Wastewater project Provision of sludge and
Supply of wastewater treatment construction and Provision of heating solid waste treatment
industrial water plants operation services operation services services services
RESKEERIE FREARRR RESEREREN
HEIERK EERK EERY REMBRYE RERYE
For the six months ended ~ HZEZF L AHA 2014 2014 2013 2014 2014 2014
—E-QmF =F ZB-lF —T-=F ZB-QOF —Z-QmF —E-QmF F—=
HK$000  HK$000  HK$'000  HK$000  HK$'000 HK$'000 HK$000  HK$000
FTER THT TET FiEx FTER FTER FTER THT
Revenue from RENE
external customers EEHKE 24,518 24,397 176,615 122,085 35,162 34,504 40,377 40,078 96,216 - 372,888 221,064
Reportable segment 2R BKE
revenue 24,518 24397 | 176615 122,085 35,162 34,504 40,377 40,078 96,216 — | 372888 221064
Reportable segment EER
profit (adjusted A (R
EBITDA) EBITDA) 18,188 17,928 | 150,250 91,470 27,076 21,901 3,716 2912 60,964 — | 260194 134211
Share of profit AE—KHE
of an associate Gkopgl - - 3,681 8,818 - - - - - - 3,681 8,818
Finance costs RERK (10,561) (10,550) (4,316) (1,132 (3,549) (3917) - - (2,687) - (21,113) (15,599)
Finance income EE-TON 3 3 184 16 5 5 - - 35 - 227 24
Depreciation and BARER
amortisation B
for the period (1,621) (1553 | (13,807) (6,331) (559) (234) (770) (763 | (12,389) - (29,146) (8.881)
The measure used for reporting segment profit is “adjusted AR#BED BN E TN
EBITDA” i.e. “adjusted profit before interest, taxes, Bl A E ’?: EBITDA] - BI[ & &f
depreciation and amortisation”. To arrive at adjusted EBITDA, RAE - BIE- & R#HE A
the Group’s earnings are further adjusted for items not Y 3 B f%: A RIEBGAERE
specifically attributed to individual segments, such as EBITDA © AR B 2 B Ty ¥ 30 &
directors’ remuneration and other head office or corporate ?EE SFERER DR 2B B EE
administration costs. AR MERFH R EAM
%%im%ﬁﬁﬁ$°
FERGFEEFRLAT — T NFHHRS



(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR » M S B A EERIN)

3 Segment Reporting (Continued) 3 SHE|EF @

(b) Reconciliations of reportable segment profit (b) TEHD I EF AR

Six months ended 30 June
BZEZAA=1+HLAEA

2014 2013
—E-—MF —E—=%F
HK$’000 HK$’000
FET FAT

Reportable segment profit ] 2 ) 5 50 A 260,194 134,211
Share of profit of an associate oI — KB A R A E A 3,681 8,818
Finance costs BB A (21,113) (15,599)
Finance income & WA 227 24
Depreciation and amortisation e ki (29,146) (8,881)
Unallocated head office and ROMBIH R

corporate expenses NEIIE (11,815) (6,465)
Consolidated profit before taxation 454 & & 51 i K 202,028 112,108

(c) Geographic information (c) hEEHR
Analysis of the Group’s turnover and results by geographical AR ASEBRBYWEREE
market has not been presented as substantially all of the EERRARAEIRA - RILR
Group’s revenue and assets are generated and located in the EVAEEZMETSE HHE
PRC. FHENREEDI -
(d) Seasonality of operations (d EBz2FEHMH

There is a seasonal factor in the Group’s revenue. In general, $ EEREFEESTHEREZ - B
revenue in the second half of the year is better than the first N FREEEN EFF e
half.

CT ENVIRONMENTAL GROUP LIMITED INTERIM REPORT 2014
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4 Other Revenue 4 HuzE

Six months ended 30 June

BEANA=tHILAEA

2014 2013
—E—MmEF
HK$’000 HK$’000
THERT FAT
Government grants X T 48 B 404 46
Interest income B U A 227 24
Gain on remeasurement of RUHE & 1~ FE
previously-held equity interests ENECAHFEEDN
in an associate at fair value — KBt 2 N AR
upon acquisition (note) i E & 2 W (M aE) 22,871 —
Others HAp 13 30
23,515 100
Note: B
During the six months ended 30 June 2014, the Group further acquired 49% equity REBEE-_ZT—NWFEFA=ZTHLEAER AEH
interests in Guangzhou Yinglong Wastewater Treatment Company Limited (“Yinglong”), KWEEMNBESKEEERAR(AEE]D B
a former associate of the Group with 46% equity interests (note 11(a). Upon 9% RHE - BRERZWEN A —KARNKERF
completion of the acquisition, Yinglong became a subsidiary of the Group. A gain on HA6% R R B = A E (M sE11(@) - R UK =18
remeasurement of the 46% equity interests in Yinglong at fair value before the TRE BERANEEZ —HMBAR &R
acquisition was recognised in profit or loss for the six months period ended 30 June FTEEFFTEREMNRBENICRRIEMEEZ
2014, WHEREBEZT-—NFAA=THILEREANIE
HAFER

PERREEATRLTE —Z-—NMEPHERS



(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR » M S B A EERIN)

5 Profit Before Taxation
Profit before taxation is arrived at after charging/(crediting):

(a) Finance costs

5

BR Bt A 2 7

BR B AT 8 M A& ER,(GEA) T3 & IR

(a) ®EKX
Six months ended 30 June
BEXA=1+HLAEAR

2014 2013
—E—{OF

—EF—=F
HK$’000
FAT

HK$’000
FET

Interest on bank loans

— wholly repayable within five years —HARAFRNEEE]

4,153 1,138

— other bank loans — HaiR1TE R 20,143 17,678

Sub-total INE 24,296 18,816
Less: interest expenses capitalised into 5 : & ZN{t A B 5 Fh 1) ¥ 1)

properties under development MBERAX (3,183) (3,217)

Total finance costs A& K AN B R 21,113 15,599

(b) Other items

(b) HfEH

Six months ended 30 June

BEAA=THIEAEA

Cost of inventories FEKA
Depreciation and amortisation e R
Operating lease charges LEHERX
Research and development expenses 3

2014 2013
—E—WF —E—=F
HK$’000 HK$’000
THT T T
29,796 16,961
29,146 8,881
2,354 830

733 479

CT ENVIRONMENTAL GROUP LIMITED INTERIM REPORT 2014
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6 P
REBERRNAEHRE:

6 Income Tax

Income tax in the consolidated statement of
profit or loss represents:

(a (a)

Six months ended 30 June

BZEAB=1+HILELAEA
2014

—E-—MEF

HK$’000
TER

HK$'000
BT

B E - FEREHR

Current tax — PRC income tax

Provision for PRC income tax o AT IS B B

(notes (i) and (ii)) (B 5 ) K (i) 14,827 16,488
Provision for PRC dividend o RR B TE 0 R

withholding tax (note (i) (B 3 (i) = 4,338
Deferred tax EEFRIE
Origination and reversal of ERMESBESE RER

temporary differences 7,181 1,170
Income tax expenses FrEsimx 22,008 21,996

Notes: B 5
BEREHEREBR LS (R
BREZES])MBEMEARER -
AEBRHASHEREBEXHRS
BAGMNERTEH -

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

MABE-F-MER-F =
FRASTALAEA AREL
2. 90 L £ 7 28 800 5 08 45 B
YA - #3518 B H
f-aEBARNXNOBREBAM
WEFEBBAB -

No provision was made for Hong Kong Profits Tax as the Group did not
earn income subject to Hong Kong Profits Tax for the six months ended
30 June 2014 and 2013. The payments of dividends by Hong Kong
companies are not subject to any Hong Kong withholding tax.

TENBRAEAMNEEMGERES
25% °

The statutory income tax rate for the PRC subsidiaries is 25%.

(ii) Some of the Group’s PRC subsidiaries are entitled to the following PRC (ii) AEEWETHEMNBRAAZAN

preferential tax treatments:

Guangzhou Xintao Wastewater Treatment Company Limited was
approved as a High and New Technology Enterprise in November
2012, which entitled it to the preferential income tax rate of 15% from
2012 to 2014.

FEREEEFRRLE

THEESREBRFS -

BMFEXRKEFEERATRE
——F+—AERERSIF MM
¥ RZE-FE-_LZ-NF=ZE

B16%HEBFRISH X -

TE-MEPHEE
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6

CT ENVIRONMENTAL GROUP LIMITED

Income Tax (Continued)

(a

Income tax

in the consolidated income

statement represents (Continued):

Notes: (Continued)

(i)

(i)

Some of the Group’s PRC subsidiaries are entitled to the following PRC
preferential tax treatments: (Continued)

Guangzhou Haitao Environmental Protection Technology Company
Limited (“Guangzhou Haitao”), Longmen Xilin Wastewater Treatment
Company Limited (“Longmen Xilin"), Huaihua Tianyuan Wastewater
Treatment Company Limited (“Huaihua Tianyuan”) and Yinglong, being
entities engaged in wastewater treatment, are each entitled to a tax
holiday of 3-year exemption and 3-year 50% reduction on income
derived from such activities starting from the year in which the project
first generates operating revenue. Guangzhou Haitao (Phase | and
Phase II of the Yonghe Haitao Wastewater Treatment Facility) and
Huaihua Tianyuan are subject to income tax at 0% from 2010 to 2012,
12.5% from 2013 to 2015, and 25% from 2016 onwards; Longmen
Xilin is subject to income tax at 0% from 2009 to 2011, 12.5% from
2012 to 2014, and 25% from 2015 onwards; and Yinglong is subject to
income tax at 0% from 2012 to 2014, 12.5% from 2015 to 2017, and
25% from 2018 onwards. Guangzhou Haitao (Phase IIl of the Yonghe
Haitao Wastewater Treatment Facility and the Yonghe Haitao Sludge
Treatment Facility) is subject to income tax at 0% from 2013 to 2015,
12.5% from 2016 to 2018, and 25% from 2019 onwards.

Heyuan Solid Waste Centralised Disposal Centre Company Limited (‘Heyuan
Solid”) and Qingyuan Lvyou Environmental Protection Technology
Company Limited (“Lvyou”), being entities engaged in solid waste
treatment, were entitled to income tax exemption for 2014.

PRC dividend withholding tax

According to the Corporate Income Tax Law of the PRC and its
implementation rules, dividends receivable by non-PRC corporate
residents from PRC enterprises are subject to withholding income tax
at 10%, unless reduced by tax treaties or arrangements, for profits
earned since 1 January 2008. Pursuant to the Sino-Hong Kong Double
Tax Arrangement and the related regulations, a qualified Hong Kong tax
resident will be liable for a reduced withholding tax rate of 5% on
dividends from a PRC enterprise if the Hong Kong tax resident is the
“beneficial owner” and holds 25% or more of the equity interest of the
PRC enterprise. As all of the Group’s PRC subsidiaries are directly or
indirectly owned by a Hong Kong incorporated subsidiary which is the
qualified Hong Kong tax resident, a rate of 5% is applicable to the
calculation of the PRC dividend withholding tax.

INTERIM REPORT 2014
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(%)
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(i)

(i)

(#)

AEENETHEMBARZE N
THEEERRSFS (&)

BEMNEEREREAR A A (EM
EED) - EPIBEMKEFLLER
NR(EEPMIAEM]) - BIERIRFK
BEEEEERAATELEXRED R
BREOUEFKEE GHEEEX
EXE4BREZFERSAZTAC
FERUBEMEER HE=F8
ZEEBUA Z TSR R ¥
ZEE - BEMNEECGKFEEFK
BRIEEBE -BHRE_H) RiElL
KBER=ZZE—TFE=-FT——F-
R CFET-AFREZT
—NFRDBIRBER - 12.5% &
5% M1 - EPIAMMN =
TNFEZT——F - ZFT—=F
E_TNFRE-T—RAFED
BIR B = 0% ~ 12.5% K2 25% 41 44 FF
BH MAERR-_Z——FF=%
—FE T -HEE-_T—LF
EZZ—N\FRDHNIZRHE% -

12.5% R 25% H M FT 15 B o BN 8
SEOK RGBS KRR R S = 5
&Rﬂﬁ/ﬁﬁﬁﬁamww
—=FFZ_FT—HF - —NEF
E_T-)\FRE-T— hi@
BIR B R 0%  12.5% K2 25% 41 4 Fif
158

ARTEREDETEERLER
~E (DR E 8 D) &5 & A& BIRF
MEBR AR (T4m]) B EE R
BEMREE BER_-T-HFMEH
A -

B S TR

BEFECEMGREREEBK
B EPECEEREPEHDCERE
Ko eBEsa =T N\F—A
— B B AU i 4040 10% 9 T8 1
Frie®  BRIEFEB BB E KT HR
o REBAHEE B L ACGE R
EEHMTH)RAEBER W—
HEERBEADKERA—HPE
TEMNEZHRAAILEEE2SS
A ERRE AIZEBRBER
AREREFECENBRERER
TR 5% M TN o R AN & B AT
BFEMBARE —HRESEM
BRHOHBRAR(EARERES
BMEER) AESMEREE Wt
BHEREBNBEEANRES
5% o



(Expressed in Hong Kong dollars unless otherwise indicated) (JATTHIR » M S B A EERIN)

6 Income Tax (Continued) 6 MEH@
(b) Deferred tax recognised: (b) EERDIELRHRE :
The components of deferred tax assets/(liabilities) recognised REB MBI RANEZRIELT
in the consolidated statement of financial position and the fﬂ BEE/(BE)MEKED &H
movements during the period are as follows: Q& gEyu

PRC
dividend
with Revenue Intangible Government Unused
holding tax recognition assets grant tax loss Total

HERE ' ON i1 B K& A
Deferred tax arising from:  f7 & 4 fIE L 18 ¢ ik B2 BE e HEESE Mt
HK$’000 HK$’000 HK$’000 HK$'000 HK$’000 HK$°000
FHEx FHx FHEx FHx FHEx FHER

At 1 January 2013 RZT—=%
—H—H (9,638) (9,923) (2,048) 3,648 270 (17,691)
(Charged)/credited REZFEA(NR),/
to profit or loss A (325) (798) 25 — (72) (1,170)
Exchange adjustment bE AR (179) (181) (35) 65 4 (320)
At 30 June 2013 RZE—=F
~A=+8 (10,136)  (10,902) (2,058) 3713 202 (19,181)
At 1 January 2014 RZE—F
—H—H (14,619) (11,602) (13,760) 3,762 67 (36,152)
(Charged)/credited RIBER NK),/
to profit or loss HA (6,146) (994) 2 - ®7)  (7,181)
Additions through acquisition 3 38 Ut i fft B A &
of subsidiaries (note 11) ZRE (H3E11) = - (35,022 - - (35,022
Exchange adjustment fE 5 % 152 113 130 (36) - 359
At 30 June 2014 RZT—mF
~NAZ=Z+H (20,613) (12,483) (48,626) 3,726 - (77,996)

PERREEATRLTE —Z-—NMEPHERS
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6 Income Tax (Continued) 6 MEH@m
(c) The deferred taxation is recognised on the c) EZEREC KRGS B BN
consolidated statement of financial position as MEARERWMT :
follows:

At 30 June At 31 December
2014 2013
R-®-mE A-T-=fF

ANA=+tH +TZ-HA=+—H

HK$’000 HK$’000
THExT FAT
Deferred tax assets recognised on R4 4 B AL &R K
the consolidated statement of BRAIELERIAEE
financial position 3,726 3,829
Deferred tax liabilities recognised on A 4R & B AR R A
the consolidated statement of EE REELEHIEAE
financial position (81,722) (39,981)

(77,996) (36,152)

CT ENVIRONMENTAL GROUP LIMITED INTERIM REPORT 2014
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7

Earnings Per Share 7 BRERN
(a) Basic earnings per share (@ EREXER
The calculation of basic earnings per share is based on the FIRERNERNTHIRE B H H
profit attributable to ordinary equity shareholders of the BN A AT om R IR R OE s R
Company of HK$178,807,000 (six months ended 30 June #]178,807,000/8 L (& = = &
2013: HK$89,970,000) and the weighted average number of —=FXXA=+BHIE,EA:
1,382,082,000 ordinary shares (2013: 1,020,000,000 shares, 89,970,000 7T ) A & B # 1T &
after adjusting for the capitalisation issue in 2013) in issue 18 % hn # - 19 #01,382,082,000 A%
during the interim period, calculated as follows: — £ — = % :1,020,000,000 f%
(B —=FEAHETE
THAB)FEMS FTEHEN
T
Six months ended 30 June
BERNA=tTHLAEA
Issued ordinary shares at 1 January A — A —B® D& TEBK 1,382,082 1,000
Effect of capitalisation issue BRGEBETHEE - 1,019,000
Weighted average number of RAA=+8HK
ordinary shares at 30 June 3B A% 0 T 15 E 1,382,082 1,020,000
(b) Diluted earnings per share b) BREBER
During the six months ended 30 June 2014 and 2013, there REEZT—NFER_T—=F

were no dilutive potential ordinary shares issued.

NA=1TRHLEXEAR- $E)5E,4ﬁi\%§ﬁ
BEBEEEL B -

PERREEATRLTE —Z-—NMEPHERS
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8 Property, Plant and Equipment 8 M%E BRERRME

2014 2013

—EF-MIF —EF-=F

HK$°000 HK$’000

THERT FAT

Net book value, as at 1 January EmFEE RN—A—H 511,571 265,408
Additions through purchase BREEZAE 96,969 102,253

Additions through acquisition of BB B QA

subsidiaries (note 11) ZNE (MsE11) 824,180 -
Disposals & (514) —
Depreciation charge for the period HEITERX (25,117) (8,546)
Exchange adjustments PE 3 3 28 (1,848) 6,946
Net book value, as at 30 June FREFE RANA=1H 1,405,241 366,061

Certain buildings and machineries with carrying value of
HK$57,473,000 were pledged to secure the Group’s bank loans as
at 30 June 2014 (31 December 2013: HK$357,000) (see note 15).

9 Lease Prepayments

R-ZE—MNMENAZ+RH EEE
57,473,000 ST M B T2 F K #
WEBFEALAEE ZRITERDY
ER(ZE—=Z=F+-_A=+—H:
357,000 L) (R Fi5E15) °

HERNRE

2014 2013
—E-mF

HK$’000 HK$'000
TERT THET

Net book value, as at 1 January EEFEE RN—A—H 47,155 30,109
Additions through purchase BBEECAE 57,437 —
Additions through acquisition of BBUENE A

a subsidiary (note 11(b)) ZNE (B sE11(0) 40,654 -
Amortisation charge for the period B HEAE (1,065) (133)
Exchange adjustments bE W 3B (448) 537
Net book value, as at 30 June REFE RANA=1H 143,733 30,513

Certain lease prepayments with carrying value of HK$27,066,000
were pledged to secure the Group’s bank loans as at 30 June
2014 (31 December 2013: HK$14,140,000) (see note 15).

# CT ENVIRONMENTAL GROUP LIMITED INTERIM REPORT 2014

R-ZE—NWESNAZ+TRH EEE
/£27,066,0007%8 7T M) & T H & 78 1 3%
BEEBEALAEE ZRITERD
ER(ZE—=F+Z-A=+—8:
14,140,00078 7T) (R M 7E15) ©
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10 Intangible Assets

10 BEFXEE

2014 2013

—F-mF —F-=F

HK$’000
FERT

HK$'000
THET

Net book value, as at 1 January EEmFEE RN—A—H

(note 10(a)) (M 7E10(@)) 50,039 8,832
Additions through acquisition BBWEBHNBARZAE
of subsidiaries:
e sludge and solid waste treatment o ;58 M [E B8 [B5 1) 5 13 18 &
operation rights (notes 10(b) (MF3E10(b) B 11(b))
and 11(b)) 116,265 —
o wastewater treatment plants o JSKERIBRIEE ER
operation right (notes 10(c) (MF7E10(c) &2 11(a))
and 11(a))
74,328 —
Amortisation charge for the period B HEAX (2,964) (202)
Exchange adjustments b 5 3 & (494) 158
Net book value, as at 30 June REFE RANA=1H 237,174 8,788

Notes: T -
(@) The net book value of intangible assets as at 1 January 2014 comprised of (@)
wastewater treatment plants operation rights and sludge and solid waste
treatment operation rights of HK$8,699,000 and HK$4 1,340,000 respectively.
(b) The amount comprised of sludge and solid waste treatment operation rights (b)

under BOO and BOT arrangements of HK$68,029,000 and HK$48,236,000
respectively. The operation periods under BOT arrangements are ranged from
7 to 20 years. The operation right under BOO arrangement will be expired on
18 April 2019. The directors expected that the license under BOO arrangement
could be renewed upon expiry and to generate net cash inflow to the Group for
a total period of 20 years.

FEREEEFRRLE

RZF-—NF—-A-RZBFAERDF
1662 458,699,000 7T 2 5 7K iz 2 7% e & 18
1 % 41,340,0007% 7T 2 )5 6 & [El 8 i ¥ B2
BB

%% F B ENBOOKRBOTZ # T 9 5l &
68,029,000 7T 5 48,236,000/ JT Z 75 JE
NEREEYRIEELHE NBOTRH T Z
EERRLE-TH - RBOORH T ZE
ERENR_ZE-NAFHUA+N\BREH - &
EFEHBOOL HF T 2 R AN B B2 B
U AREEEERBR - TF2REF
A e

TE-MEPHEE
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10 Intangible Assets (Continued)

11

CT ENVIRONMENTAL GROUP LIMITED

Notes: (Continued)

(©

The licence of this operation right will be expired on 31 December 2015. The
directors expected that the licence could be renewed upon expiry and to
generate net cash inflow to the Group for a total period of 20 years.

The income approach was used for measuring the fair value of the intangible
assets acquired. The recoverable amounts of these intangible assets were
estimated based on its cash flow forecast and using after-tax discount rates
ranging from 13% to 18%. The recoverable amounts of these intangible assets
were estimated to be higher than the carrying amounts, and no impairment is
required as at 30 June 2014.

Amortisation of intangible assets is included in the cost of sales.

Acquisition of Subsidiaries

(@) Yinglong

The principal activities of Yinglong are provision of wastewater
treatment services in the PRC. As at 31 December 2013, the
Group held 46% equity interests in Yinglong and Yinglong
was accounted for as an associate of the Group. During the
six months ended 30 June 2014, the Group further acquired
49% equity interests in Yinglong for a consideration of
RMB196,000,000 (equivalent to HK$246,921,000). Upon
completion of the acquisition, the Group owned 95% equity
interests in Yinglong and it became a subsidiary of the
Company.

INTERIM REPORT 2014

10 BEEE @)

M ()

11

(©

WBELEZARBN _—_T—AF+=-A=
T—REH -EEHRHZABARIGER
EHURAAEEELERPH _+THFZR
EFERA

WEED AR BB RETLEEZ AT
E-ZEBVEEZAONRESFEIRER
RenBHEALER18%E18% 2R EIE
BRI RFEWEE 2 A B
CHEFSSREREE BN -_F—N
FRA=ZTRLEBBRERIE -

BIAERHEIT AHERAK -

Ux BB B BB 2 H]

(@)

BE

BREZEZZEEH AN RIEMH
BKEEBRE - RZ_ZT—=F+
ZA=Zt+—8B AEEEHEFARRE
46% 2 B AN Hig 5| AR E
ErzHBE R - REE-_F— KN
FRAZTHLERNEAR AEHE
#— 5B R R49% 2 % AR HE
&= KR {E A A R ¥ 196,000,000 7T
(F 8 7246,921,00058 7T) - AU
BRRE  AEEEEAREIBY
ZHRAEZBEKARA R ZH
BAFA -
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11 Acquisition of Subsidiaries (Continued)

(@) Yinglong (Continued)

The following summaries the nature of consideration
transferred, and the recognised amounts of assets acquired
and liabilities assumed at the acquisition date:

11 WEKH B 2 7 @)

(@ ZE @@

NI RN EZLEE -
AR W s B B FT Wi B B K P
AERABZCOERSRE

Recognised
Carrying Fair value values on
amount adjustments acquisition
AFE KR
REE R BRAEE
Note HK$’000 HK$’000 HK$°000
Bt = FHET FHET FHET
Property, plant and equipment ME - BENMKRE 8 399,817 — 399,817
Intangible assets mEEE 10(c) - 74,328 74,328
Trade and other receivables B 5 & H M e IR 301,856 - 301,856
Cash and cash equivalents RekReEEY 25,993 — 25,993
Inventories FE 452 — 452
Trade and other payables B 5 & HE MR KIE (78,851) - (78,851)
Bank loan RITER (246,900 — (246,900)
Deferred tax liabilities RIERIEAE 6(o) - (16,569) (16,569)
Net identifiable assets AR E EFE 402,367 57,759 460,126
46% share of net DA 46% 2 7 7 5l
identifiable assets BEFEE 225,462
Total consideration BRE 246,921
Goodwill [EES 12 21,459
Analysis of cash flow: ReEREHI:
Total consideration BB 246,921
Less: cash acquired B T ER S (25,9993)
Net cash outflow for WEEERE 7 R&
acquisition of Yinglong iRaspz2-c] 220,928
FERGFEEFRLAT — T NFHHRS



11 Acquisition of Subsidiaries (Continued)

(b) Lvyou

The principal activities of Lvyou is provision of sludge and
solid waste treatment services. During the six months ended
30 June 2014, the Group acquired 100% of equity interests
in Lvyou for a consideration of RMB125,000,000 (equivalent
to HK$157,475,000).

The following summaries the nature of consideration
transferred, and the recognised amounts of assets acquired
and liabilities assumed at the acquisition date:

11
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W B8 FfY B A B (@)

(b)

2 |

BEAZFEEBAREHITRELE
BEVEERSE RNEBEE2_F—
MEXNAZ+THIEANEA K&
5] U B8 4% B 2 100% A% 7N #E 25
KRB B A R ¥125,000,000 7T (8
B 157,475,000 7T) ©

AT B8RO EZLEE -
AR WS B AT W B B K P
AREABZOHERSRE

Recognised
Carrying Fair value values on
amount adjustments acquisition
A& KRS
REE FHE BRAEE
Note HK$’000 HK$’000 HK$°000
Bt & FERT TR TR

Property, plant and equipment ME - BENMKRE 8 424,363 — 424,363
Lease prepayments HEBMREAE 9 18,853 21,801 40,654
Intangible assets mEEE 10(b) 48,236 68,029 116,265
Cash and cash equivalents HE LIRS ZEEY 11,710 — 11,710
Inventories FE 8,608 — 8,608
Trade and other receivables B 5 & H M e W RIE 33,160 - 33,160
Trade and other payables B 5 REMENKIE (385,487) — (385,487)
Bank loans RITE R (136,269) - (136,269)
Deferred tax liabilities RERIEEE 6(b) — (18,453) (18,453)
Net identifiable assets AEANEEFEAE 23,178 71,377 94,555
Total consideration wRE 157,475
Goodwill [GES 12 62,920
Analysis of cash flow: RERENN -
Total consideration wRE 157,475
Less: cash acquired W FTREE IR (11,710)
Net cash outflow for W m 2B e

acquisition of Lvyou R R 145,765

Equity interests in Lvyou with carrying value of
HK$52,507,000 were pledged to secure a Group’s bank loan
as at 30 June 2014 (see note 15).
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(Expressed in Hong Kong dollars unless otherwise indicated) (JA#JTHI7R » 1 3 A A& B AN

12 Goodwill 12 BHE
2014 2013
—E-MEF —E—=F
HK$’000 HK$’000
FHET T& T
Net book value, as at 1 January EmFEE RN—A—H 12,194 —
Additions through acquisition of BBWKEKNBARZ
subsidiaries (note 11) ANE (FFFE11) 84,379 —
Exchange adjustments fE 5 (65) —
Net book value, as at 30 June BREFE W SNA=1H 96,508 -
Goodwill acquired through acquisition of subsidiaries is allocated to BRBKENB AR ES HEBEDR
the Group’s cash-generating unit (“CGU”) identified as follows: TAEETIEBANBEEESE if
([(ReEEEAM]) :
HK$'000
FET
Wastewater treatment services (note (i) 57K B2 38 AR 75 (B 3E () 21,459
Sludge and solid waste treatment services 75 e N B §S BE W) iR ¥R AR 1%
— Lvyou (note (ii)) — &% | (BT &%) 62,920
— Heyuan Solid (note (iii)) — AR (& 52 (B 7% i) 12,129
96,508
Note: B EE
The Group determined the value-in-use by preparing cash flow projection of the CGU AEEFEBARAEBSEASMNRSRNERAE
derived from the most recent financial forecast approved by the management covering: EEAEE BeELAEUNReRERARE

EEBHENSKOHRMBIER  ERRE

[0) a twenty-year period with an estimated increase in selling prices and costs of 3% 0] —E=+FHE EBEEKNABFEFH
per annum. The rate used to discount the forecast cash flows was 15%. B3% b R - BRITEBEAE @R

BHLLE[/15% o

(ii) an eleven-year period and extrapolated to cover a period of another nine-year (ii) —EA+—FHEYERER I —EANLFHE
with an estimated increase in selling prices and costs of 3% per annum and no BE - EHETERNBERT  SERK
growth in sales volume, respectively. The rate used to discount the forecast ABHEBFHZI%B 2L EER BRI
cash flows was 14%. WERARESMER L ER14% °

(iif a four-year period and extrapolated to cover a period of another sixteen years (i) — fI& PO £F HR FA 30 R 2 55 4 — fE N F e HE
with an estimated increase in selling prices and costs of 3% per annum and no B EHETHERNBRT  EERK
growth in sales volume, respectively. The rate used to discount the forecast AEHEBFELI%B 2L EER AR
cash flows was 15%. WERARESREN L ER15% °

PERREEATRLTE —Z-—NMEPHERS



(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR » M S B A EERIN)

13 Trade and Other Receivables

B 5 & H WK

At 30 June At 31 December

2014 2013
R=ZF—OF R-ZE—=%F
~NA=+H +=-A=+—H
HK$’000 HK$’000
FER T
Current Bp &R
Trade receivables 2 5 W IE 248,157 140,081
Prepayments and other receivables T A 3R K B FE W kIR 71,952 75,786
Amounts due from related parties JE i B8 B 5 SR IE
(note 18(c)(i)) (B 3£ 18(0)(i) 18,072 64,827
338,181 280,694
Non-current FEENHA
Prepayments for purchase of equipment 8 B % #5 T& < 7018 313,914 83,783
Total @t 652,095 364,477
(a) As of the end of the reporting period, the ageing analysis of () sizmssEc G EKZER
trade receivables, based on the date of revenue recognition, WaBRABPNREI AT

is as follows:

At 30 June At 31 December

2014 2013

R-ZE—ONF RZE—=4F

ANA=+H +ZA=+—H

HK$’000 HK$’000

TET F& T

Within 1 month —@ANR 115,827 48,348
1 to 3 months —Z=1@A 72,802 48,489
Over 3 months but within 1 year ZR=ZEAE—FR 59,528 43,244
248,157 140,081

Trade receivables are usually due within 30 days from the
date of billing. The Group does not hold any collateral over

these balances.

BREFABTBAEBHEFI0
B AR - N5 BB F AR
BEMERD -
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13 Trade and Other Receivables (Continued)

(b)

Impairment of trade receivables

Impairment losses in respect of trade receivables are
recorded using allowance account unless the Group is
satisfied that the recovery of the amount is remote, in which
case the impairment loss is written off against trade
receivables directly. During the six months ended 30 June
2014, the Group did not record any impairment losses in
respect of trade receivables (2013: nil).

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired are as
follows:

13

B 5 Kk H i EWFEIE @)

(b)

B2 BUKERE

B 5 WK IB /R A B B ET AR
B BRIEAEEREKREEE
REBEHOEESTY REBRT
REBEBEZEE S EWHEY
WeHE-_T—MFEA=1+A8
HtAERAEELERE S E
WHBBHSEMAREBR(ZT
—=F )

BIERENE S

3 1 ) o S 8
BRI :

P& U 3% TR B

At 30 June At 31 December

2014 2013

R=ZF—OF RZE—=%F

AA=+H +ZA=+—H

HK$’000 HK$’000

FET BT

Neither past due nor impaired BE R 481 BR 7 oK R B 115,827 48,348

Less than 3 months past due wmEA =@ AR 72,802 48,489
Over 3 months but within WHEIZ RN =@ A

1 year past due BE—FR 59,528 43,244

248,157 140,081

Past due trade receivables are amounts due from certain
governments and state-owned enterprises. Based on
experience, management believes that no impairment
allowance is necessary in respect of these balances as these
balances are usually settled within one year from due date.

FEREEEFRRLE

BHMEZRYREREYREE
THREMBEZHKE - ERBE
K BEERR BRZFE
HBERIPAR -FRES
DR Wbt 4 75 B 5% 5 A BR1F R E B
1

TE-MEPHEE



(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR » M S B A EERIN)

14 Trade and Other Payables

14 BESRHMEMNKIE

At 30 June At 31 December
2014 2013
R=ZF—OF R-ZE—=%F
AA=+HB +=ZA=+—H
HK$'000 HK$'000
FHET FHB T
Trade payables B 5 M RIR 57,387 25,536
Deposit received in connection to TREARFF LB
subscription of new ordinary shares WER 2 % & (FY 521 &% 19)
of the Company (notes 1 and 19) 250,000 —
Other payables and accruals EihERRIE N ETER 179,803 112,149
Amounts due to related parties JE 1t BE B 5 Fk 08
(note 18(c)(i) (B 5 18(c)(ii)) 67,651 —
554,841 137,685

FrB 8 5 B 5E - B AR
MR ERERER+ @A
BB HIREREE -

() Al of the trade payables, other payables and accruals are (i)
expected to be settled within 12 months or are repayable on
demand.

(i)  The credit period granted by the suppliers ranges from 30 (ii)

days to 90 days.

As of the end of the reporting period, the ageing analysis of trade
payables, based on the invoice date, is as follows:

HEBRLNEEHN FI0BE

ORTE -

BEREHR BHRMNRARER
HEHWRE ST

At 30 June At 31 December

2014 2013

R-E—NNEF R-ETE—=4%

ANA=+tH +ZA=+—H

HK$’000 HK$’000

T Tt

Within 1 month — @ AR 25,476 12,187
1 to 3 months —ZE={@A 26,386 11,361
Over 3 months but within 1 year ZR=AEB—FR 4,922 1,757
Over 1 year ZR—F 603 231
57,387 25,536
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15 Bank Loans

As at the periods end, the bank loans were repayable as follows:

RSB ERERIN)

15 RITER

RER - EERIRTT

At 30 June At 31 December

2014 2013

R-E—ONF R-ZE—=4F

~NA=+H +=ZA=+—H

HK$’000 HK$’000

THET T&T

Within 1 year or on demand —FRHIEEK 275,166 51,665

After 1 year but within 2 years —FREWNFA 198,776 62,730

After 2 years but within 5 years MEREBERFN 344,001 187,808

After 5 years HF 1% 339,676 249,995

Sub-total 2% 882,453 500,533

Total 1Bzt 1,157,619 552,198
()  Bank loans amounted to HK$1,128,437,000 as at 30 June () RZTE—HNFEA=Z+H ' BH

2014 (31 December 2013: HK$552,198,000) were floating-
rate loans denominated in RMB which carried interest rates
ranged from 6.46% to 7.38% (six months ended 30 June
2013: 6.00% to 7.05%).

1,128,437,0007%% 7t 2 R 17T E &
—E—=%+ZZA=+—8:

552,198,000 7T ) T3 LA A R B &F
EMNTEER MEEENT

6.46%ET7.38% (HE-_T—=F
NA=+THIEARMEA 6.00%%
7.05%) 2 fi o

(i)  An analysis of secured and unsecured bank loans is as (i) BEBEBREEBZRTERDN
follows: W
At 30 June At 31 December
2014 2013
R-ZE—MF RZE—=%F
ARA=+H +ZHA=+—H
HK$’000 HK$’000
FET FBIT
Bank loans |ITER
— secured — B\ 1,157,619 411,790
— unsecured — 4K 4 — 140,408
1,157,619 552,198
FERESEFRLA —WEFRERE %



(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR » M S B A EERIN)

15 Bank Loans (Continued)

(i)

(i)

(Continued)

Bank loans as at 30 June 2014 were secured by the charge
rights of water supply and wastewater processing in certain
subsidiaries of the Group, and the Group’s certain buildings
and machineries, lease prepayments and equity interests in
Lvyou, and also guaranteed by certain third parties (31
December 2013: secured by the charge rights of water
supply and wastewater processing in certain subsidiaries of
the Group, and the Group’s certain buildings and lease
prepayments). Details of the secured assets are disclosed in
notes 8, 9 and 11(b).

Bank loans amounted to HK$779,564,000 as at 30 June
2014 (31 December 2013: HK$238,863,000) are subject to
the fulfilment of covenants as are commonly found in lending
arrangements with financial institutions. The drawn down
facility would become payable on demand if the covenant
was breached. Pursuant to the terms of the bank loan
agreements, certain subsidiaries are not allowed to distribute
profit and/or to obtain other external financing prior to the
lender’'s approval. The Group regularly monitors its
compliance with these covenants. As at 30 June 2014, none
of the covenants relating to drawn down facility had been
breached.
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15 BITER @)

(i)

(i)

(&)

R-ZZE—WENA=Z+H 17T
BERTIUAEBETHER AN
HOKIR B - SRR IR B
MALEEETEFREW HE
TR RGEHBRBEEERR AR
HETE - A REER(ZZE—
ZE+_A=+—HB: UAEH
ATHEB QR KR ERE RS
KEBRWEEARAERE TE
FREEEMNRELET) - KIF
EEMFBRHMES  9k11b)H
WEE -

I —BE RN BIEEER
T R _ZE—WFENA=ZTH
B 779,564,000 T(—Z & — =
F+ - A=+—H : 238,863,000
BIL)ZIRITERERBITRE -
WERZF DRI E AR
EXEE - BEBERITERBHEK
FoOETHEAREESE it
R BHETE A DB &5
IMEMIINTE - AEBEGFE
ERZELENETER - R
Z-MEXNA=1H HEER
HERIEERERNRZE -



(Expressed in Hong Kong dollars unless otherwise indicated) (JATTHIR » M S B A EERIN)

16 Capital, Reserves and Dividends 16 BA&X - -HERRKRE
(a) Dividends @ BE
No dividend has been proposed by the Company after the REEHRE KRR WEEZR
end of the reporting period attributable to the periods ended BEREBEE-_ETE-—NEER-_ZT—=
30 June 2014 and 2013. FARA=THIEHEZRE -
During the six months ended 30 June 2014, the Company REBEEZZT—WOFEA=+HIE
declared and paid a final dividend in respect of the previous NEA AR AR £ — R BF
financial year, of HK$0.03 per ordinary share, amounting EEIRMKMA KRR E G R LR
HK$41,462,000 (six months ended 30 June 2013: Nil). [%0.087% 7T © & £41,462,000/%5

T(BE_Z—=ZF~"A=+H
WERER &) -

(b) Share capital (b) B
(i)  Authorised share capital of the Company (i) AEQXEZEERK
Number of
shares HKD
R E BT
At 1 January 2013, RZE—=%—H—H"
31 December 2013, —E—=%F+-_A=+—8-
1 January 2014 —T-mMFE—H—H
and 30 June 2014 F=—ZF—-—NFA=+H 4,000,000,000 400,000,000
(i) Issued share capital of the Company (i) AT BETRA
Number of
shares HKD
R EE BT
At 1 January 2013 R-_E—=F—H—H 1,000,000 100,000
Shares issued by share offer BBRMBEEXITZIRMG 362,082,000 36,208,000
Capitalisation issue B AR BT 1,019,000,000 101,900,000
At 31 December 2013, RZE—=%+-_A=+—8"
1 January 2014 and —E—mMFE—H—H
30 June 2014 F=—FE—NFEA=+H 1,382,082,000 138,208,000

PERREEATRLTE —Z-—NMEPHERS
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17 Commitments 17 &I
(a) Capital commitments (a) BEXREE
Capital commitments outstanding at the end of reporting P EBHRBRBFERBR D EIE
period not provided for in the interim financial report are as RS W E A B EAE N A
follows: PN

At 30 June At 31 December
2014 2013
R-E—ONF RZZTE—=4%F

AA=+A +=A=+-A

HK$’000 HK$’000
FET FHET
Contracted for A4 143,560 86,617
Authorised but not contracted for B HEERET L) 648,797 655,029
792,357 741,646
(b) Operating lease commitments (b) REHERE
The total future minimum lease payments under operating BELCEHERN 2 RARSEAR
leases were payable as follows: ENRBENT

At 30 June At 31 December
2014 2013
R-B-mE H-T—=%F

AA=+HB +ZHA=+—H

HK$’000 HK$’000

FE T FAT

Within 1 year —F R 5,365 229
After 1 year but within 5 years —FRRERAFR 19,106 916
After 5 years HF1% 51,733 2,785
76,204 3,930
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18 EXBEEBLERS

18 Material Related Party Transactions

In addition to the related party information disclosed elsewhere in
the interim financial report, the Group entered into the following
material related party transactions during the period.

The directors are of the view that related parties of the Group
include the following individuals/companies:

Name of related parties

BBANE 58

BRI Sl E R E e A E R
BB T BRI NEBREIAET LA

TEXBBIRS -

EERR/AEENEB T BEUATA
E /NI

Relationship with the Group
HEAEENER

Mr. Tsui Cham To
BT E

Yinglong (i)
21 (i)

Guangzhou To Kee Enterprises Development
Group Limited (“Guangzhou To Kee”) (i)
BNEBLEXEREEARAA(TEMERZD )

Guangzhou Tian Tian Cleaning and Washing
Company Limited (“Tian Tian”) (i)
BMRRBRZERAR 2 E (TRKD ()

Guangyuan Haitao Textile Company Limited
(“Guangyuan Haitao”) (i)
BraESEAER AR (TET/EE]DI)

Mr. Lu Zhi
ESERE

(i) The English translation of the names is for reference only. The official names of
these companies are in Chinese.

(i) The Group acquired further 49% equity shares of Yinglong during the six
months ended 30 June 2014. Yinglong was no longer an associate and
became a subsidiary of the Company upon completion of the acquisition. The
following disclosure of the related party transactions related to Yinglong is for
the period prior to the completion of acquisition.

Controlling Shareholder

22 A% f% 3R

Former associate of the Group
AN ETEE OF: 10/

Effectively owned by the Controlling Shareholder
HIERRRERER

Effectively owned by the Controlling Shareholder
HIERRRERER

Effectively owned by the Controlling Shareholder

HERRRERESR
Shareholder of Yinglong
B2z IRE
0 RUBFEBORZEE2E - ZERA
MEREERTh AT -
(i) REBE_Z—NOFXA=+BLX AR

$EIW%E§@%Q%%m%T Rl
BERE BETBAXAFABEAF -
ERARAT 2 —HHEAF - ATAM
B 0 B 7 % 5 T8 7Y U 2 AT EARS
2ER

FERFREEFTRLF —mERHHEKSE



(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR » M S B A EERIN)

18 Material Related Party Transactions (Continued) 18 EXBEBARSZ @)

(@) Key management personnel compensation (@ FEEEBEEAEMS

Key management personnel compensation comprised: TEEEEBAEMSEE

Six months ended 30 June
BEANA=1+THLAEA

2014 2013
—Z—-mF —E—=%F
HK$’000 HK$’000
FET FA&T
Salaries and other benefits He hEMEF 2,635 674
Retirement scheme of AERFGRIRE S
defined contribution 40 23
2,675 697
(b) Recurring transactions b) REMERSF
Particulars of significant transactions between the Group and RBEHBA - AEEE S
the above related parties during the reporting period are as BAMETHNERISFBT
follows: N

Six months ended 30 June

BEAA=tHILEAEA

2014 2013
—F-HmF —T=F
HK$’000 HK$’000
FET A&
Provision of wastewater RS KERE RS
processing service
— Tian Tian — XK 3,062 2,428
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18 Material Related Party Transactions (Continued)

(c) Balances with related parties

(i) Amounts due from related parties

18 EXBEEHAIRS @)

(c) EREAEET AYAE &R
() FEURBIR: TS FOH

At 30 June
2014
R-2—NMF

At 31 December
2013
RZE—=%F
t=-—A=+—H~
HK$’000

FAET

AA=tH
HK$’000
TR

Trade receivables from:

JEWAT &7 E B IR

— Tian Tian — XK 3,055 2,075

Other receivables from: HAth fE Y DA TN & 5 A
— Mr. Lu Zhiji —EEELE 15,017 —
— Yinglong — A& — 62,752
18,072 64,827

(i) Amounts due to related parties

(i) PETEIEE S FE

At 30 June
2014
R=-ZT-—DF

At 31 December
2013
RZE—=%F
+—A=+—H
HK$’000

FAT

~NA=TH
HK$’000
FET

Other payables to:

H A A AN & 05 50A

— Guangzhou To Kee — BEMER 65,257 -
— the Controlling Shareholder ~ — 22 A% % 3 1,134 —
— Guangyuan Haitao — EBnEH 1,260 —

67,651 -

The balances with these related parties are unsecured,

interest free and have no fixed repayment terms.

B 3% FRA T T A0 A R 2 AR KR
BAEEEEEHR -

PERREEATRLTE —Z-—NMEPHERS %
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19 Non-Adjusting Event after the Reporting Period 19 &M% 2 FHEEIF

On 6 August 2014, 60,000,000 new ordinary shares of the RZZE-—MFNARA  ARFNE
Company were allotted and issued to Mr. Gu Yao Kun at a price of % I% 19 5.978 T BB 4K [m) & 1R 45 o AR B
HK$5.9 per share. Upon completion of the share subscription, the 2% N %% 760,000,000 0% 31 & @ A% o R
issued share capital and share premium of the Company were D RETKE  NARDETIRAN
increased by HK$6,000,000 and HK$348,000,000 respectively. K& @ B 9 Bl 1 H16,000,0007% 7t &

348,000,000 7T ©
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