BB G RAGEIT B IR AR &G B &G 5P AR Al ¥ K2 G BN A &
B FLE T B 52 FENE IR AN R AL (T BB - il 2T - BEASBLAT AR 23 75 22 BB B A ]
H8 77 P B8 P /2 2 B LA 1R % 55 P9 8 T 5 1 XA (A 18 K AR IG (T AT H (T

CTEG

B IR R
CT ENVIRONMENTAL GROUP LIMITED
TEEREBARA A
(BB 2 B 5 it M7 9 A PR 2 7l )
(A7 1SR  1363)

HEZS—AEAB=+AL
Gl ET N

FHEHRAEEARAR (A28 58 (EFF ) #LAMAL A RIHEHE A
AEE - UVEARA =T H IR 2 RS EZ A HIE S o RN G I E R A A
—E-NEFHRE RO MW EB B S LS ARA R &S iR AA RS
HIZEEA D A E BB E - AR AR RN EE R EA A FRRFE T —JLEH

SR o > 6 AT R B A S 52 5 P A RS A Y A9 b www.hkexnews.hk 5z 4 23 &) HY 49 v

www.chongto.com# 3 o

KEHE G
FHRIRAEBRBRAF
=F

TERITESR
B “EBE+HH 1 \H

IRANEG T ZEAR KA HITE AT KL IR E > FEG LR
TEE R A IF AT EFRS TR IGILLE s TEFZTERREZ LT -



Contents

B &%

Company Profile and Corporate Information 2
RAENRABER

Management Discussion & Analysis 3
EEENWED N

Other Information 13
Hfth & B

Condensed Consolidated Statement of Profit or Loss 19
HHGEEER

Condensed Consolidated Statement of Comprehensive Income 20
HPEsES2EWRER

Condensed Consolidated Statement of Financial Position 21

DR R 2 W

Condensed Consolidated Statement of Changes in Equity 23
BLEEC Sk ES

Condensed Consolidated Statement of Cash Flows 24

ERGERERER

Notes to the Interim Condensed Consolidated Financial Statements 26

IR A M AR MY

P ERERRERRAE 1
AR & 2019



Company Profile and Corporate Information

REBBNMRATER

EXECUTIVE DIRECTORS

Ms. Huang Qing (Chairman and Chief Executive Officer)
(appointed on 12 May 2020)
Mr. Lam Wai Tong
(appointed on 29 October 2020)
Mr. Li Yang
(appointed on 3 August 2020)
Mr. Wu Changbiao
(appointed on 31 January 2020)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. He Jingyong

(appointed on 10 April 2019)
Mr. Fong Wai Ho

(appointed on 3 August 2020)
Ms. Lai Pik Chi, Peggy

(appointed on 3 August 2020)

COMPANY SECRETARY
Mr. Sit Hon Wing

REGISTERED OFFICE

Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman
KY1-1111 Cayman Islands

AUDITOR

Crowe (HK) CPA Limited
Certified Public Accountants

PRINCIPAL PLACE OF BUSINESS

China

20/F, World Trade Centre
148 Xingang East Road
Haizhu District
Guangzhou China

Hong Kong

Unit 807, 8/F, Tower 1,

Cheung Sha Wan Plaza,

833 Cheung Sha Wan Road, Kowloon
Hong Kong

PRINCIPAL BANKERS

Bank of China

Far Eastern International Bank

Industrial and Commercial Bank of China
China Construction Bank

CT Environmental Group Limited
Interim Report 2019

iﬂ"%%

Bt (ZEREEHTE)
(E"—?— S FRA T HEZRE)

MIERE L
(R=ZZ2=EF+A=-+HBEEZMF)

O ¥t
(R=ZZE-_ZFENB=HEZMT)

REEEE
(R=ZE=EF—-A=+—HEZMT)

BAFEHITES

ASBEE
(RZE—NFOE+HEZMF)

FEZREE

(RZZEZZFNA=HEZEE)
RESLL

(R=Z-ZFNA=HEZEE)

NAE
BERSRAE

A MR R
Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman
KY1-1111 Cayman Islands

% Bk

BEEE (F8)STMEBMARLQE
HES TN

EEXME

o [ 1t b2
HEEMN T
BIRE
#178 R 14857
RIRE 5 02018

EBHE

&8

NERDEESI3HE
RAVEES

1838182807 F

FEFERRIT
HERAT
EREREERT

PR IEET
PEZRIRTT



Management Discussion & Analysis

BUSINESS REVIEW

For the six months ended 30 June 2019, although the Group’s overall
operating performance has been improved compared with that of
2018, the Group continued to suffer from certain setbacks as a
consequence of the various unfavourable incidents happened in 2018.
The project portfolio of the Group was the same as those compared
with 2018 without any new projects added since the Group believed
that 2019 should be a prudent year after the 2018 crisis. The Group
should carefully and respectfully handle the relationships with all its
stakeholders so as to pave the way for future recovery.

In 2018, the PRC government commenced a series of nationwide
actions in tightening the environmental enforcement efforts
and accountability by carrying out a centralised inspection of
environmental protection (R RIRIREZL) which severely affected a
number of subsidiaries during 2018. The Group has since then paid
most of the required penalties and has performed relevant rectification
works for some of the treatment facilities. However, the negative
impacts continued to affect operation results for the six months ended
30 June 2019 including the termination of sludge treatment services
for some of our subsidiaries, reduction in demand for our wastewater
treatment services, lost of revenue during the period of rectification
works and some of the alleged environmental pollution related acts has
been subsequently translated into litigations in committing offences.
Notwithstanding the unfavourable situation as mentioned above, the
hazardous waste treatment segment did show a remarkable recovery
and become the earliest segment to bounce back. This was consistent
with the Group’s expectation due to the increasing focus on hazardous
waste by local governments.

For the six months ended 30 June 2019, the cashflow position of the
Group continued to face serious challenges. In order to cope with this,
the Group effectively reduce its equity stake of a non-core subsidiary
with business in the Zhongshan City, Guangdong Province, from 100%
to 51% at a consideration of RMB98,000,000 in the form of equity and
shareholder’s loan. Most of the proceeds were used to repay bank
loans. At the same time, the Group continued to adopt cost savings
measures while continued its plan to dispose of other non-core
subsidiaries and assets from terminated facilities.
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Management Discussion & Analysis
EEE D T

Another challenge on cash position during the six months ended 30
June 2019 were the commencement of the legal actions against the
group companies for debt recovery. Some of the judgments of the
above legal actions has been issued so that our Group is now facing
risk of judgment enforcement by the relevant creditors. The Group is
continuing its effort in arriving settlement plans with its creditors. The
Company’s trading of shares has been suspended since 1 April 2019
due to the failure to publish the annual results for the year ended 31
December 2018. The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) has subsequently issued certain resumption guidance to
the Company and the Group will continue its utmost effort in satisfying
the resumption guidance and target to resume trading as soon as
practicable. The trading suspension itself did not affect the business
operations of the Group.

FUTURE OUTLOOK

The Group’s early presence in the general solid waste sector and the
hazardous treatment waste sector provided the Group with advantages
in these market segments. As reflected from the financial results for
the six months ended 30 June 2019, the revenue from hazardous
waste treatment segment was the first segment to recover. In recent
years, the Chinese government has expressed its concern over the
potential harmful effect of hazardous waste and also the concern over
the rate of reuse and recycle of general solid waste so as to promote
efficiency in resources utilization. In general, there are entry barriers to
the solid waste treatment sector and the hazardous treatment sector
in terms of obtaining operating permits or licenses and in terms of
capital expenditure. Hence, the Group believed that the operating
permits or licenses which the Group possesses can enhance the
future revenue base of the Group. In view of the Group’s cashflow
position, the Group is in the process of disposing non-core assets or
projects so as to further relieve the Group from cashflow pressure.
The Group has signed an agreement with a local government in land
resumption for a cash compensation of approximately RMB1.24 billion
on 28 September 2020. The Group expected there will be similar
transactions so that more cash inflow from disposal is expected. In
view of this, the Group is confident to successfully pass through such
a difficult moment.
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Management Discussion & Analysis

FINANCIAL REVIEW
Revenue

The revenue of the Group decreased by approximately 59.2% to
approximately HKD401.8 million for the six months ended 30 June
2019 from approximately HKD984.1 million for the six months ended
30 June 2018. Such decrease was mainly attributable to the disposal
of the Group’s business in the Guangxi Autonomous Region so that
there was no revenue contribution to the Group’s revenue for the six
months ended 30 June 2019 while the corresponding revenue for the
six months ended 30 June 2018 was approximately HKD274.1 million.
Also, the termination of sludge treatment operations of Guangzhou
Haitao and the reduction in the demand for sludge treatment services
and solid waste treatment services of other subsidiaries of the Group,
causing a reduction in revenue by approximately HKD123.5 million.

Cost of sales

The cost of sales of the Group decreased by approximately 55.1%
to approximately HKD264.1 million for the six months ended 30 June
2019 from approximately HKD588.4 million for the six months ended
30 June 2018. The decrease was consistent with the overall decrease
in revenue especially the impact from the disposal of the Group’s
business in the Guangxi Autonomous Region.
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Management Discussion & Analysis
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Gross profit and gross profit margin

The gross profit of the Group decreased by approximately 65.2% to
approximately HKD137.7 million for the six months ended 30 June
2019 from approximately HKD395.8 million for the six months ended
30 June 2018 primarily as a result of the factors described above. The
gross profit margin of the Group decreased to approximately 34.3%
for the six months ended 30 June 2019 from approximately 40.2% for
the six months ended 30 June 2018 which was attributable the general
decrease in the utilization rate of operating facilities compared with the
six months ended 30 June 2018 which in turn magnify the negative
impact from sharing of fixed overhead costs.

Other income

Other income of the Group decreased by approximately 97.3% to
approximately HKD2.8 million for the six months ended 30 June 2019
from approximately HKD104.3 million for the six months ended 30
June 2018. The decrease was mainly due to the substantial reduction
in the amount of value-added tax refund which was a consequence of
various administrative penalty notices issued under the environmental
protection inspection which in turn affected the eligibility of claiming
such tax refund. The decrease was also attributable to the substantial
decrease in government grants which was one-off in nature.

Other net gains/(losses)

The other net gains for the six months ended 30 June 2019 was
approximately HKD24.4 million, compared with other net losses of
approximately HKD1.4 million for the six months ended 30 June 2018.
The amount for the current period represented the gain on disposal
of a subsidiary and foreign exchange gain of approximately HKD19.9
million (six months ended 30 June 2018: foreign exchange loss of
approximately HKD1.6 million).

6 CT Environmental Group Limited
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Management Discussion & Analysis

Administrative expenses

The Group’s administrative expenses decreased by approximately
5.9% to approximately HKD124.6 million for the six months ended 30
June 2019 from approximately HKD132.4 million for the six months
ended 30 June 2018. The decrease was mainly attributable to general
cost saving policy adopted for the year 2019 but such effect has been
partially offset by the increase in legal expenses related to various
litigations faced by the Group.

Impairment losses

During the six months 30 June 2019, impairment losses on various
items amounted to approximately HKD99.7 million (six months ended
30 June 2018: Nil). Such impairment losses were mainly due to
impairment loss on certain loan receivables (approximately HKD62.8
million), other receivables (approximately HKD10.2 million), payment
for acquisitions of subsidiaries (approximately HKD15.1 million) and
certain amounts due from companies controlled by a former director
(approximately HKD11.7 million).

Finance costs

The finance costs of the Group increased by approximately 116.3%
to approximately HKD124.3 million for the six months ended 30 June
2019 from approximately HKD57.4 million for the six months ended
30 June 2018. The increase was mainly attributable to the effect of
finance costs generated by other loans commenced in the second
half of 2018 with relatively higher interest rate. Also, there was no
interest expenses being capitalised into construction in progress
for the six months ended 30 June 2019 (six months ended 30 June
2018: approximately HKD13.2 million) due to the reduction in capital
expenditure incurred by the Group.

EEETWED T

ITHRAX

AEBZTHHAIHBEZE-_Z—/N\EX
B=+HIEANEBEHN13245EEBTRD
KN ZEBE_T—NEAA=TAHL
NMEB K214 6EBB T - BERARADTIE
EHRZZB-NERMHN—BRREFH
BER BEZMRECHEAEERMENS
R AR L B K IE N AT R 25 K 88 o

WEEE

BEZZE-NFAA=1TAHLEAER &
BHE ZREERNEN.TEERT (B2
—E-NFEXRA=THLEREARFE) -
ZEBEEEDETERRWIES TEW
EX(Ye28mBET) HttEWFE
(H102BEBET) ZRHEBEARNA
R (W1 1EEBEBT) RETERBAE
EEFzAAREZRESSE (H11.78
BB e

BE XA

AEBCREXAHBEE-Z—/N\EX
B=1+H1LAERNS7.48E B TiZ N
X116 3% EHE_ZE—HFEA~A=1H
IEAREAN1243EEB BT - BEEMTS
FERARE-Z-N\ETEFEHEBEN
EEHYRENEZCHMERELENR
BRAREFE - B I HRABIRAEE
EENEAEX BE=-ZE-hFA~A
=tHLEAMEAYENERHZERLA
EBIR (BEZE-N\EXB=1+H
WERER 132888 T) °

P ERERRERRAE 7

R & 2019



8

Management Discussion & Analysis
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Income tax credit/(expense)

The income tax credit of the Group for the six months ended 30 June
2019 was approximately HK$8.6 million (six months ended 30 June
2018: expense of approximately HK$5.7 million). The current year
tax provision has been increased to approximately HK$20.0 million
but there was a reversal of certain temporary difference for deferred
taxation purpose amounted to approximately HKD28.6 million mainly
related to the de-recognition of intangible assets pursuant to the early
termination of a BOT contract of the Group.

Loss attributable to owners of the Company

The loss attributable to owners of the Company was approximately
HKD173.6 million for the six months ended 30 June 2019 (six months
ended 30 June 2018: profit of approximately 302.4 million) as a result
of the factors described above.

EVENTS AFTER 30 JUNE 2019

Details of certain important events occurred after 30 June 2019 are set
out in note 23 to this report.

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2019, the principal liquidity and
capital requirements of the Group primarily relate to the obligations
under various bank loan agreements, construction of treatment
facilities and operation expenses.

As at 30 June 2019, the carrying amount of the Group’s cash and bank
deposits was approximately HKD164.4 million (31 December 2018:
HKD273.1 million), representing a decrease of approximately 39.8% as
compared to that as at 31 December 2018.

CT Environmental Group Limited
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Management Discussion & Analysis

BANK LOANS AND GEARING

As at 30 June 2019, the total amount of bank loans of the Group
was approximately HKD2,419.1 million (31 December 2018:
HKD2,795.1 million), in which 80.3% (31 December 2018: 81.6%) were
denominated in RMB. All of the Group’s bank borrowings carry floating
interest rates. There was no unutilised bank facilities as at 30 June
2019 and 31 December 2018.

As at 30 June 2019, the secured bank loans amounted to HKD2,141.7
million (31 December 2018: 2,468.0 million), and unsecured bank
loans amounted to HKD277.4 million (31 December 2018: HKD327.1
million). As at 30 June 2019, covenants relating to restrictions on the
then controlling shareholder, the consolidated EBITDA to long-term
borrowings matured within one year and consolidated finance cost
ratio, and adjusted cash flow to consolidated debt services ratio had
been breached. Subsequently, one of the banks has taken legal action
against the Group, details of which are set out in note 1 to this report.

As at 30 June 2019, the gearing ratio, as calculated by dividing the
total borrowings (net of bank and cash balances) by the total assets of
the Group, was 64.8% (31 December 2018: 31.6%).
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CONTINGENT LIABILITIES AND LITIGATIONS

In April 2018, Guangzhou Haitao was alleged to have commit a
number of criminal offences. Subsequently, in April 2019, The People’s
Procuratorate of Guangzhou City, Guangdong Province (B & E /M
A RBEPR) filed a bill of indictment against Guangzhou Haitao, the
details of which are set out in note 22(c) to this report.

Other than the above, as at 30 June 2019 and 31 December 2018, the
Group had no material contingent liabilities or guarantees. The Group
has certain material litigations existed as at 30 June 2019 and up to
the date of the approval of this report, details of which were set out in
note 22 to this report.

PLEDGE OF ASSETS

As at 30 June 2019, the Group pledged certain of its property,
plant and machinery and right-of-use assets with an aggregate
carrying amount of approximately HKD249.1 million (31 December
2018: property, plant and equipment and lease prepayments of
approximately HKD252.4 million) and pledged certain bank deposits
amounted to approximately HKD86.2 million (31 December 2018:
approximately HKD87.1 million) to certain banks to secure certain
credit facilities granted to the Group. In addition, the Group’s equity
interests in major operating subsidiaries including were pledged to
secure bank loans granted to the Group. Certain rights to receive
service revenue were also pledged to secure bank loans granted
to the Group. As at 31 December 2018, the lease prepayments of
HK$41,968,000 and property, plant and equipment of HK$349,920,000
as included in assets of disposal group classified as held for sale were
pledged for the bank loans granted to the Group. Also, the equity
interest of Xintao Investment Co., Ltd. (“Xintao Investment”) classified
as held for sale was pledged to secure the bank loans granted to the
Group.

CT Environmental Group Limited
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Management Discussion & Analysis

As at 30 June 2019, the equity interest of Zhongshan Haitao classified
as held for sale was pledged to secure the bank loans granted to the
Group.

CAPITAL EXPENDITURES

For the six months ended 30 June 2019, the capital expenditures of
the Group (mainly including additions to property, plant and equipment
and additions to lease prepayments) amounted to approximately
HKD12.3 million (six months ended 30 June 2018: HKD603.9 million).
These capital expenditures were funded by bank borrowings and funds
generated from the operating activities of the Group.

The Group currently does not have any plans for material investments
or material purchase of capital assets except for the Guangzhou Lvyou
relocation project which will be financed by debt and/or equity. Please
refer to note 23 of this report for more details.

FOREIGN CURRENCY RISK

The Group’s assets, borrowings and major transactions are mainly
denominated in RMB. The Group is exposed to currency risk primarily
arising from receivables and bank loans that are denominated in a
currency other than the functional currency of the relevant entities.
The currencies giving rise to this risk are primarily RMB and USD.
The Group currently does not have a foreign currency hedging policy
in respect of foreign currency transactions, assets and liabilities. The
Group monitors its foreign currency exposure closely and will consider
hedging significant foreign currency exposure should the need arise.
As at 30 June 2019, approximately 92.8%, 0.0% and 7.2% of the cash
and cash equivalent held by the Group are denominated in RMB, USD
and HKD respectively (31 December 2018: 80.6%, 0.0% and 19.4%).
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Management Discussion & Analysis

EEENWED

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2019, the Group employed 1,778 employees (30 June
2018: 1,892 employees). Employee costs amounted to approximately
HKD77.8 million for the six months ended 30 June 2019 (six months
ended 30 June 2018: approximately HKD111.3 million). The Group
will endeavour to ensure that the employees’ salary levels are in line
with industry practice and prevailing market conditions, and that
employees’ remuneration is based on their performance.

The Company has also adopted a share option scheme and a share
award scheme for the purpose of providing incentives and rewards
to eligible participants who contribute to the success of the Group’s
operations and which is payable to staff based on his or her individual
performance and that of the Group as a whole.

MATERIAL ACQUISITION AND DISPOSAL

In April 2019, the Group entered into an agreement with an
independent third party which effectively reduce its equity stake in
Zhongshan Haitao Environmental Protection Technology Company
Limited from 100% to 51% at a consideration of RMB98,000,000 in
the form of equity and shareholder’s loan. The above transaction was
completed on 20 August 2020.

Save as disclosed above, during the six months ended 30 June 2019,
the Group did not have any other material acquisitions or disposals of
subsidiaries, associates and joint ventures.

CT Environmental Group Limited
Interim Report 2019
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Other Information

Htt &R

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND BEERITETHAERAAFAREME
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND BBz HEARD RESZER
DEBENTURES OF THE COMPANY AND ITS ASSOCIATED Bi%kAE

CORPORATIONS

As at 30 June 2019, the Directors and chief executives of the RIZE-NEFERA=ZTH KXQ2TRE
Company and their associates had the following interests in the — B %5 REISRAG] ([F5 RS KG])E
shares, underlying shares and debentures of the Company and its  352{§BF BN ZCMATE A IER
associated corporations (within the meaning of the Securities and RS EmHRR ([ EHRA]) M8+
Futures Ordinance (“SFO”)), as recorded in the register required B EmRITAESETESRINE
kept by the Company under Section 352 of the SFO or as otherwise  #<p8| ([ZE%<FH||)EHNEERATRE
notified to the Company and The Stock Exchange of Hong Kong Ltd.  BE&AXSMERATE ([BEXA]) &
(“the Stock Exchange”) pursuant to the Model Code for Securies AATEE -TETHASERFEZSWE
Transactions by Directors of Listed Issuers (the “Model Code”) as set BARKQNTREHEBEEZIE (EHXREF
out in Appendix 10 of the Rules Governing the Listing of Securities on HRHERE) WIRD HERORES
the Stock Exchange (the “Listing Rules”): REENESRWT

Approximate percentage

Total number of shareholding
Name of Director Capacity/Nature of interest of shares in the Company
A AR RE
Y 5/ EEME R 172 BAEIH
Mr. Tsui Cham To Interest of controlled corporations 3,359,604,000 (L) 53.19%
and beneficial owner"
wEEEE RENRERRERBERAY
Mr. Lu Xiaoan Beneficial owner 134,000 (L) 0.002%
BENREE BEREBA
Mr. Liang Qilin Beneficial owner 146,000 (L) 0.002%
REBEE BERERA
Mr. Zhang Lu Fu Beneficial owner 20,000 (L) 0.0003%
REXREE BREEA
Mr. Xu Shubiao Beneficial owner 306,000 (L) 0.005%
BhEELE BEREBA
Mr. Xu Juwen Beneficial owner 220,000 (L) 0.003%
HREXEE BERERA
Mr. Yuan Guanghua Beneficial owner 98,000 (L) 0.002%
REELE BREEA
(L)  denotes a long position in the shares L ERBROTNEE
Notes: B EE
(1) Mr. Tsui Cham To is deemed under the SFO to be interested in 3,359,232,000 (1) BEIZFRPEGRE HEEEERRS
shares of the Company held by Keen Vast Holdings Limited, a company RERZERERAR (—BEBEBELE
controlled by Mr. Tsui Cham To, and 372,000 shares directly held by himself. 418 2 A7) P 23,359,232,0008% 7

NEAROTHEEES MEBARRSE
372,000 B 17
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Other Information

Hiv & #

Save as disclosed above, as at 30 June 2019, 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.

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 544,000,000, being 10% of the Shares in issue immediately
after the Group’s listing on 25 September 2013 which is the effective
date of such scheme and representing approximately 8.6% of the
issued Shares as at the date of this interim report.

14 CT Environmental Group Limited
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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 of directors
of the Company (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, (ii) 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 (iii) the nominal value of a share
on the date of grant of such option.

No share options were granted, exercised, cancelled and lapsed under
the Share Option Scheme during the period ended 30 June 2019
and there were no outstanding share options under the Share Option
Scheme as at 30 June 2019. Further details of the Share Option
Scheme are set out in the Company’s prospectus dated 12 September
2013.
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Other Information

Htt &R

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND

UNDERLYING SHARES

As at 30 June 2019, 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:

FTERRRBRG RERBRGES

RZB-AEXNA=TH BERSR
A BRI E336IK BFENE LM
BEHEARQTE RAQTRHD S AEEE
BT HEEEZPAL (LFERAQITE
EREETHAE)WMT:

Approximate

Total number percentage of

Name of Shareholder Capacity/Nature of interest of shares shareholding
BRRHEEHB B HEEHE R 13 48 2 RESNB DL
Keen Vast Holdings Limited™ Beneficial owner 3,359,232,000(L) 53.18%
BEARERBRATO BERERA
Li Sze Lim Beneficial owner 536,716,000(L) 8.50%
=BR BERBEAA
Haitong International Person having a security
Financial Solutions Limited® interest in shares 400,000,000(L) 6.33%
BRER SRR ERL T REROFHEEEAESZ AL
Haitong International Interest of controlled
Securities Group Limited® corporations 400,000,000 (L) 6.33%
BRERESEEERAFO FEAFER
Haitong International Holdings Limited® Interest of controlled
corporations 400,000,000 (L) 6.33%
BEERZERERAFO SFEARER
Haitong Securities Co., Ltd.® Interest of controlled
corporations 400,000,000(L) 6.33%

BEEFZBRQFO

ZEARER

(L)  denotes a long position in the shares
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(1) Keen Vast Holdings Limited is controlled by Mr. Tsui Cham To.

(2)  Haitong International Securities Group Limited, Haitong International Holdings
Limited, and Haitong Securities Co., Ltd. are deemed to be interested in
400,000,000 shares which Haitong International Financial Solutions Limited
having security interest in by virtue of interests in controlled corporations for
purposes of the SFO.

Save as disclosed above, as at 30 June 2019, the Directors are not
aware of any other person (other than a Director or chief executive
of the Company) having an interest or short position in shares and
underlying shares of the Company that were recorded in the register
required to be kept under section 336 of the SFO.

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 Listing Rules.
For the six months ended 30 June 2019, save as disclosed below, the
Company has complied with all code provisions of the CG Code.

The Board noted that following the resignation of Mr. Liu Yung Chau
on 26 October 2018, (a) the number of the independent non-executive
Directors has fallen below the minimum number required under Rules
3.10(1) of the Listing Rules; (b) the number of the members of the Audit
Committee does not meet the requirements stipulated in Rule 3.21 of
the Listing Rules; (c) the Remuneration Committee does not comprise
a majority of independent non-executive Directors as required under
Rule 3.25 of the Listing Rules; and (d) the Nomination Committee is
chaired by the chairman of the Board but does not comprise a majority
of independent non-executive Directors as required by code provision
A.5.1 of the CG code. Subsequently, the Company had appointed
appropriate candidates in January 2019 to fill the above vacancies.
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Other Information

Htt &

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS

The Company has adopted the Model Code as its code of conduct
regarding securities transactions by the Directors. Having made
specific enquiry with all Directors, all Directors confirmed that they
have complied with the required standard set out in the Model Code
for the six months ended 30 June 2019.

INTERIM DIVIDEND

The Board did not recommend the payment of an interim dividend (six
months ended 30 June 2018: an interim dividend of HKD0.0096 per
share which was subsequently withdrawn on 26 March 2019).

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
2019.

REVIEW OF INTERIM REPORT

The unaudited interim financial report of the Group for the six months
ended 30 June 2019 has been reviewed by 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.

CT Environmental Group Limited
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Condensed Consolidated Statement of Profit or Loss
RGeS EER

for the six months ended 30 June 2019 — unaudited B2 —F—NFNH=1 A1 85 —F4EE
(Expressed in Hong Kong dollars)  (LUBITHT)

Six months ended 30 June
BEAA=1THLAXEA

2019 2018

—2-nFE ZF-\F

Note HK$’000 HK$°000
B &t TERT TR

(Unaudited) (Unaudited)
(RBEZ) (REEZ)

Revenue U 2% 4 401,823 984,121
Cost of sales SHE KA (264,114) (588,362)
Gross profit E R 137,709 395,759
Other income Hg A 5(a) 2,818 104,296
Other net gains/(loss) Hfpzs,/ (B518) F8 5(b) 24,425 (1,441)
Administrative expenses THAX (124,573) (132,367)
Impairment losses on payments for  WEERKTE A B R 2B EEE

acquisitions of subsidiaries (15,057) -
Impairment losses on amounts due  EWATESEH 2 AT RIEBEZ

from companies controlled by a WEEE

former director 13(c) (11,717) -
Impairment loss on loan receivables W E X Z R EEE (62,760) —
Impairment loss on other receivables  H fh g Uk 24 18 > BB E 18 (10,153) -
(Loss)/profit from operations g (BR) uF (59,308) 366,247
Finance costs & R AR 6(a) (124,266) (57,442)
Share of profit of associates DAL E N B B s A 1,061 -
Share of losses of a joint venture PME—REELENEE - (675)
(Loss)/profit before tax BRELAT (B518) &R 6 (182,513) 308,130
Income tax credit/(expense) BB R, (BAxX) 7 8,598 (5,689)
(Loss)/profit for the period HR (BB EF (173,915) 302,441
Attributable to: T & IEEA:

Owners of the Company FIN/NETEZ 2SN (173,635) 302,393

Non-controlling interests IR RS (280) 48
(Loss)/profit for the period (8 EF (173,915) 302,441
(Loss)/earnings per share SR (EHE) BF 8 HKS$38 7T HK$% 7T
Basic and diluted BEXAREE (0.03) 0.05

The notes on pages 26 to 112 form part of these interim condensed %26 %F 112E Wkt sE B4 B AR4R & Bt
consolidated financial statements. R —FBD °
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Condensed Consolidated Statement of Comprehensive Income

R4S 2 ERER
for the six months ended 30 June 2019 — unaudited Z2 —F—NFNH =11 EF — K%

(Expressed in Hong Kong dollars)  (LUBITHT)

Six months ended 30 June

BEAAZ=tTHLEAEAR

2019 2018
—E-hEF —E2-NF
HK$’000 HK$’000
FExT FET
(Unaudited) (Unaudited)
(REEZ) (REEZ)
(Loss)/profit for the period HR (E8),aR (173,915) 302,441
Other comprehensive income Hih 2 mH K&
ltem that may be reclassified subsequently HZ A fEEH P BEEHEMNER :
to profit or loss:
Exchange differences on translating REBIEBNERER
foreign operations (2,440) (54,046)
Reclassification adjustments for HAEEBINEBLN
foreign operations disposed of B ERE
during the period 3,313 -
873 (54,046)
Total comprehensive (loss)/income HRE2H(FR) RSB
for the period (173,042) 248,395
Attributable to: LT EEEMN:
Owners of the Company KAREBA (172,742) 248,347
Non-controlling interests IR (300) 48
Total comprehensive (loss)/income HREH(FR) RSB
for the period (173,042) 248,395

The notes on pages 26 to 112 form part of these interim condensed
consolidated financial statements.
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Condensed Consolidated Statement of Financial Position

RS MR R R

at 30 June 2019 JR—F—AFAF=1H

(Expressed in Hong Kong dollars)  (LUBITHT)

At At
30 June 31 December
2019 2018
IS i
—E-hEF —E-N\E
ANB=+H +ZA=+-H
Note HK$’000 HK$’000
B & F&T FET
(unaudited) (audited)
(REEER) (1RER)
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment ME BERERE 9 697,657 874,565
Lease prepayments FENEERE 10 - 263,992
Right-of-use assets EREEE 11 230,459 -
Intangible assets BEEE 12 762,709 1,030,453
Investments in associates REEQTNRE 10,564 9,561
Investment in a joint venture R—REEDLENRE - -
Contract assets BNEE 199,700 300,048
Other receivables and prepayments LAt B U SR8 K FE A3 7R I8 13 80,707 72,168
Deferred tax assets EEFIEEE 6,511 10,244
Total non-current assets kARBEEHAE 1,988,307 2,561,031
Current assets RBEE
Inventories =78 15,180 14,622
Contract assets BREE 21,419 29,444
Compensation receivable R mEE 374,007 -
Trade and other receivables E5REMEWNIE 13 351,115 488,489
Bank and cash equivalents RITRBESZEEY 161,287 273,124
923,008 805,679
Assets of a disposal group classified PEABELEEZLHERR
as held for sale ZEE 14 916,162 1,705,463
Total current assets REBEEHAE 1,839,170 2,511,142
ST P L P 2l

R & 2019



Condensed Consolidated Statement of Financial Position (Cont’d)
GRS M BMRR K (&
at 30 June 2019 JR—F—NFAH=1H

(Expressed in Hong Kong dollars)  (LUBITHT)

At At
30 June 31 December
2019 2018
—E-hEF —E-N\E
ANB=+H +ZA=+-H
Note HK$’000 HK$’000
B & FExT FET
(unaudited) (audited)
(REEER) (1RER)
LIABILITIES =R
Current liabilities REBAE
Trade and other payables BS5 Rk HMEMNRE 15 767,247 676,385
Contract liabilities EHEE 3,822 14,729
Bank loans RITEX 16 2,419,128 2,795,108
Other borrowings H M ER 17 225318 212,296
Lease liabilities HEEE 20,051 =
Deposits received for disposal of HENBARZEWRIEZS
subsidiaries - 415,342
Provisions BiE 87,638 93,167
Dividend payable BARE - 60,641
Current tax liabilities BEFIEaE 47,517 35,150
3,570,721 4,302,818
Liabilities directly associated with assets D EBIHEHEEE
classified as held for sale BEEHBEEE 14 41,927 411,412
Total current liabilities REBEEAE 3,612,648 4,714,230
Net current liabilities REBAEEFE (1,773,478) (2,203,088)
Total assets less current liabilities BWEERRBERE 214,829 357,943
Non-current liabilities kRBEEB
Lease liabilities HEEE 13,869 =
Provisions 15 - 9,242
Deferred income IEFEW A 16,170 16,313
Deferred tax liabilities FEIEREEE 147,309 182,250
Total non-current liabilities IRBEEREE 177,348 207,805
Net assets BEFE 37,481 150,138
EQUITY =
Share capital &N 18(a) 157,920 157,920
Other reserves H kS (111,754) 347
Total equity attributable to owners ANTHEBAEGRESZATE
of the Company 46,166 158,267
Non-controlling interests IR ER (8,685) (8,129)
Total equity SR 37,481 150,138

The notes on pages 26 to 112 form part of these interim condensed  $26ZE112E WKz AP HAE AR S B
consolidated financial statements. BHRERN—FD -
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Condensed Consolidated Statement of Changes in Equity

GEEEREY - IE S
for the six months ended 30 June 2019 — unaudited #Z —F— 1~ H =1 HIEMEF —F4E8%

(Expressed in Hong Kong dollars)  (LUBITHT)

Attributable to owners of the Company

KAAEAAEEATEE
Shares
held under Retained
the Share profits Non-
Share Share Capital Statutory Award Exchange  (Accumulated controlling Total
capital premium reserve reserve Scheme reserve losses) Total interests equity
RH%E
HEET REEH/
& RORE E1GfE EERE  HENRG EiGE  (RHER) B FERER BEs
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tin Thn TR T T Tén TR Thn Thn TR
At 1 January 2018 R=%-NE-H-A
as previously reported (EA2H) 157,920 1,358,084 19,360 248,894 (52,614) (58,327) 2,789,167 4,462,484 2,860 4,465,344
Impact of prior year adjustments (note2)  BAEERR 2 FE (Ki2) - - - - - (2,508) (84,265) (86,771) - (86,771)
At 1 January 2018, as restated (audited)  W=Z-NE-F-A (£E5])
(&%#) 157,920 1,358,084 19,360 248,894 (52,614) (60,833) 2,704,902 4375713 2,860 4378573
Profit for the period Bras - - - - - - 302,393 302,393 4 302,441
Other comprehensive income Eh2ENE - - - - - (54,046) - (54,046) - (54,046)
Total comprehensive income SARRAE - - - - - (54,046) 302,393 248,347 48 248,395
Dividends for shares held under the Share | ER B2 B3 855
Awrd Scheme (note 1510/ WRARE (1500 - - - - 85 - - 85 - 885
Dividends approved in respect ofthe  HBEFEDHENKE
previous years (note 15(a) (HiH5) - (184,352) - - - - - (184,352) - (184,352)
At 30 Jung 2018, as restated (unaudited)  W=F-NERA=TH (£E3)
(REER) 157,920 1,173,738 19,360 248,894 (51,729) (114,879) 3,007,295 4,440,593 2,908 4443501
At 1 January 2019 (audited) RZE-NE-F-R (85K) 157,920 1,118,091 19,360 251,807 (54,137) (158,948) (1,170,916) 158,267 (8,129) 150,138
Loss for the period SAEE 5 - - - - - (1736%) 28) (173915
Other comprehensive income R 2EkE - - - - - 893 - 893 (20) 873
Total comprehensive loss HEEEAE - - - - - 893 (173,635) (172,742) (300) (173,042
Cancellation of dividends declared in PEABEEEDERNES
respect of the previous years - 60,641 - - - - - 60,641 - 60,641
Disposal of subsidiaries HENBAF - - - - - - - - (256) (256)
At 30 June 2019 (unaudited) W=2-nERA=TH
(*EEH) 790 7372 1930 2508 ATSN)  (1SB05S)  (1BMSE) 46166 o et

The notes on pages 26 to 112 form part of these interim condensed

consolidated financial statements.
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Condensed Consolidated Statement of Cash Flows

FE% Hﬂ n _\éiﬁaﬁ‘;}l\i%%

for the six months ended 30 June 2019 — unaudited Z2 —F—NFNH =11 EF — K%

(Expressed in Hong Kong dollars)  (LUBITHT)

Six months ended 30 June
BEAA=1THILX@EA

2019 2018
—E-NEF —E-N\F
Note HK$’000 HK$°000
B & FHEx FHExT
(Unaudited) (Unaudited)
(REER) (REERZ)
Cash flows from operating activities Z& EEFISRELRE
Cash generated from operations REEXLBMBRE 188,452 315,947
Income tax paid 2 EH (6,548) (47,620)
Net cash generated from RETERE
operating activities ReFHE 181,904 268,327
Cash flows from investing activities REZEFIEREARE
Payment for the purchase of lease BERMNEENRE
prepayment and property, plant UERME-BER
and equipment BB (11,070) (424,557)
Payment for construction costs BEAAR 2R (49,592) 2
Increase in construction payable IR A B FRIREIE N - 24,605
Proceeds from disposal of property, HEWE BERRE
plant and equipment Fri§ IR - 34
Repayment of acquisition deposit W iR S IE - 18,133
Repayment from consideration REHE-—RMERRR
receivable from disposal of EWREZER
a subsidiary - 20,009
Net cash inflow from disposal of HEMBATMNES
subsidiaries RAFEE 4,262 -
Decrease in pledged bank deposits & & #ETEFH D 919 -
Advance to a former director BFRIEENER (510) =
Repayments from a former director ~ R E AT EE B 5,598 -
Advance to companies controlled by [ A] EBEH 2 QX BB
a former director (18,413) -
Repayment from companies AIERES 2D AER
controlled by a former director 33,664 =
Placement of deposits EHREHEEA=EAN
with banks with original maturity IRITER
date over three months - 2,092
Advance to related parties 6] B8 B 77 BARK (6,195) =
Repayment from related parties REE=ZFER - 4,080
Finance income received 2 mERA 146 7,405
Net cash used in investing activities R & EB AR S FEHE (41,191) (348,199)
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Condensed Consolidated Statement of Cash Flows (Cont’d)
RS ERERER (&

for the six months ended 30 June 2019 — unaudited B2 —F— A H =+ HIEAEF —F458%

(Expressed in Hong Kong dollars)  (LUBITHT)

Six months ended 30 June
BEAA=1THILX@EA

2019 2018

S et

Note HK$’000 HK$’000
iz FE7 FBT

(Unaudited) (Unaudited)
(REEX) (REER)

Cash flows from financing activities BME FEFIEHRESHE

Proceeds from new bank loans HIRTEREBRE 108,792 102,276
Repayment of bank loans BERITER (508,139) (362,858)
Repayment of other borrowings HMifg M2 BN (4,547) -
Advance from related parties REEEHT B - 258,093
Advance from a third party RE—BE=ZFBR - 50,000
Capital element of lease payments HENRZ2EARSD (9,473) =
Interest element of lease payments &N 2 S Mo (1,826) -
Dividends paid to owners mARRRERE MRS RE

of the Company 18(b)(ii) - (184,352)
Interests paid 2R E (69,791) (73,749)
Net cash used in financing activities B & EE T AR £ (484,984) (210,590)
Net decrease in cash and RERREEEYRL FE

cash equivalents (344,271) (290,462)
Cash and cash equivalents at R—B—HHEREER

1 January REEEY 422,998 518,960
Effect of foreign exchange rate INEERESETE

changes (501) (3,272)
Cash and cash equivalents at RAARA=THHWRER

30 June ReZEY 78,226 225,226
Analysis of cash and cash RERREEEYNIN

equivalents
Bank and cash balances BITRIBEER 75,116 225 226
Bank and cash balances included ina st ADEAFIEHECHE

disposal group classified as held for  # Bl 2R 1T R E & Ltk

sale 3,110 -

78,226 225,226

The notes on pages 26 to 112 form part of these interim condensed  $26E112E Wizt AP HAE AR S Bt
consolidated financial statements. BHRERN—ED o
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Notes to the Interim Condensed Consolidated Financial Statements
AR ER 4R & BT G SRR M EE

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

BASIS OF PREPARATION

These interim condensed consolidated financial statements
have been prepared in accordance with Hong Kong Accounting
Standard (“HKAS”) 34, Interim financial reporting, issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and the applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited.

The preparation of the interim condensed consolidated financial
statements 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.

The interim condensed consolidated financial statements do
not include all the information and disclosures required in the
annual financial statements prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”), and should be
read in conjunction with the 2018 annual consolidated financial
statements.

The accounting policies used in the preparation of these interim
condensed consolidated financial statements are consistent
with those used in the preparation of the Group’s 2018 annual
consolidated financial statements, except for the changes in
accounting policies as set out in note 3.

These interim condensed consolidated financial statements are
unaudited, but have been reviewed by the audit committee of the
Company.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
I ER AR S IS R M EE ()

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

BASIS OF PREPARATION (Cont’d)

Going concern

The Group incurred a loss of HK$173,915,000 during the six
months ended 30 June 2019 and, as of that date, its current
liabilities exceeded its current assets by HK$1,773,478,000.

Certain of the Group’s other borrowings together with accrued
interest thereon totalling HK$214,798,000 as at 30 June 2019
were overdue. The lender took legal actions against the Group
for the repayment of the overdue debts and obtained judgment
from the High Court of Hong Kong on 17 January 2020. On 20
July 2020, the lender informed the Company that if the judgement
debt together with interest and costs were not settled by 30
September 2020, the lender shall enforce the judgement and
take further actions including but not limited to winding up the
Company without further notice. Up to the date of approval of
these interim condensed consolidated financial statements,
no repayment was made by the Group and the lender did not
enforce the judgment.

1
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

The Group’s bank loans of HK$2,419,128,000 as at 30 June
2019 were either overdue, in default or in cross default. In 2017,
Mr. Tsui pledged his shares in the Company. This was a breach
of the terms of the loan agreement with Bank A in Hong Kong.
Bank A had therefore the right to demand full repayment as a
result of the breach. On 10 December 2019, Bank A demanded
full repayment of the bank loans and interests. On 24 February
2020, Bank A filed a bill of indictment with the Intermediate
People’s Court of Guangzhou (the “Guangzhou Court”), against
the Company as borrower and its fourteen subsidiaries and
Mr. Tsui as guarantor claiming the immediate repayment of
the loan with outstanding interest and legal and other costs
totalling HK$152,868,000. On 17 March 2020, the Guangzhou
Court ordered that the bank accounts and other assets with
a total carrying value of RMB137,278,000 (equivalent to
HK$152,868,000) of the Company and its fourteen subsidiaries
be frozen. On 25 December 2020, the Group received a judgment
from the Guangzhou Court ordering the Group to pay Bank A the
outstanding amounts under the loan agreement. The Group is
considering alternative course of actions available including the
continual negotiation of settlement agreement with Bank A. Up
to the date of approval of the interim condensed consolidated
financial statements, no settlement agreement has been signed
with Bank A.

The breach of the terms of the loan agreements with Bank A
caused a cross default in loans from other creditor banks. In
addition, the Group either failed to repay the loans according
to the repayment schedule or failed to meet the financial
and other covenants as stipulated in the various other bank
loan agreements. As a result, all the bank loans totalling
HK$2,419,128,000 as at 30 June 2019 became repayable on
demand.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

These conditions, together with the other matters as described
in note 1 to the interim condensed consolidated financial
statements, indicate the existence of multiple uncertainties which
may cast significant doubt over the Group’s ability to continue as
a going concern.

In order to enable the Group to meet its immediate financing
needs, the Group continues to implement a series of action
plans (the “Action Plans”) and measures which comprise,
inter alia, (i) the disposal of Xintao Investment Co. Ltd and its
four subsidiaries with operations in Guangxi, the PRC, (i) the
negotiation with the Longmen County government authority for
the compensation on early termination of the BOT project in
Longmen County, (iii) the negotiation with the local government
authorities for compensation for the expropriation of various
wastewater, hazardous waste, sludge and solid waste treatment
plants operated by the Group; and (iv) negotiations with potential
investors and banks for alternative equity financing, refinancing
and/or extension of due dates of the relevant debts, details of
which are set out below:

° On 29 November 2018, the Group entered into a transfer
agreement to dispose of the 50% equity interest in Xintao
Investment Co., Ltd. for RMB563,000,000 (equivalent
to HK$640,469,000). On 18 December 2019, the Group
entered into another agreement with the same party to
dispose of the remaining 50% equity interest in Xintao
Investment Co., Ltd for RMB620,000,000 (equivalent to
HK$705,312,000). The first and the second disposals were
completed on 3 January 2019 and on 19 December 2019
respectively. The disposal proceeds have been applied,
amongst others, to reduce the outstanding bank loans of
the Group.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

1

BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

On 25 April 2019, the Group entered into an agreement
with an independent third party pursuant to which the
independent party agreed to inject RMB98,000,000
(equivalent to HK$111,847,000 as at 31 December 2018)
into Zhongshan Haitao in form of equity and shareholder’s
loan which was to be accounted for as a deemed disposal
of part of the Group’s interest in the equity Zhongshan
Haitao. The deemed disposal was completed on 20 August
2020.

On 22 November 2019, the Group entered into a
supplementary agreement with the Longmen County
government authority pursuant to which both parties
agreed that the compensation for the early termination of
the BOT project in Longmen County shall be based on a
valuation report issued by a professional valuer recognized
by both parties. Up to the date of approval of these interim
condensed consolidated financial statements, the valuation
was still in progress. On 24 April 2020, the Group received
the first installment of the compensation payment of
RMB65,800,000 (equivalent to HK$73,453,000) from the
local government. The present directors expected that the
total compensation for the early termination would not be
less than RMB329,000,000 (equivalent to HK$375,488,000
as at 31 December 2018).

30 CT Environmental Group Limited
Interim Report 2019

1

mMREE(F

HEEE (F)

RZBE-NAENBE=+EHA:
AREBE-EBIE=7F]
M Bl BB ILE=
FREUBRERBRRERZ
BB ILEEITEARE
98,000,000t (A== — N
F+-A=+—HHEER
111,847,000 t) * A5 AR
FIEREHEREBR P ILE
HZ DR ZBRIEHES
BHERZZE-ZEFNAZ-+H
ek ©

R=-T—h&E+—HA=+=
B - 7S 5 B 52 5E P9 54 BT 4%
BRI i Bt 518
FEERELIEEMEBOT
BERNEEGUTNERR
AeEEAEMBEHNGE
REABBRE-BEZSEPH
HRFE SRR ELNER
B EENEETF -R=ZZ
“EENAZ+WAE  AEE
BESHBUTNE HEES
R A R#65,800,0007T (HHE
JA73,453,00058 7T) - WIEE
EEHIRBERIECEERT
R 4 A A R #329,000,000
T(R=F—-—NE+=F
=+ — HHEEN375,488,000
HBIT) e



Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
I ER AR S IS R M EE ()

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

1  BASIS OF PREPARATION (Cont’d) 1 RERE(E)

HEEE (F)

Going concern (Cont’d)

In August 2020, the Group verbally agreed a repayment
schedule with Bank A pursuant to which Bank A agreed
not to demand for the immediate repayment of the two
outstanding bank loans of HK$208,585,000, accrued
interest of HK$7,826,000 (calculated up to 15 May 2020)
and legal expenses of HK$2,800,000 and allow the Group to
repay all the outstanding balances by three installments by
30 June 2021. On 25 December 2020, the Group received
a judgment from the Guangzhou Court ordering the Group
to pay Bank A the outstanding amounts under the loan
agreement. The Group is considering alternative course
of actions available including the continual negotiation
of settlement agreement with Bank A. Up to the date of
approval of the interim condensed consolidated financial
statements, no settlement agreement has been signed with
Bank A.

The management has been in active discussion with the
local government authorities for reaching an agreement
on the compensation for the expropriation of the land
held by of Guangzhou Lvyou, Guangzhou Yinglong and
Guangzhou Liangang. On 28 September 2020, Guangzhou
Lvyou entered into a compensation agreement with the
local government authority for the expropriation of the
land held by Guangzhou Lvyou pursuant to which a total
cash compensation of RMB1,237,884,000 (equivalent to
HK$1,381,850,000) will be paid to Guangzhou Lvyou by
four installments. Based on the negotiations with the local
government authorities, the present directors estimated
that the compensation for the expropriation of land
held by Guangzhou Yinglong and Guangzhou Liangang
would be approximately RMB259,000,000 (equivalent
to HK$289,122,000) and not less than RMB541,000,000
(equivalent to HK$603,918,000) respectively, totalling
RMB800,000,000 (equivalent to HK$893,040,000).
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

1

BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

In November 2020, Guangzhou Lvyou received the first
payment of compensation of RMB247,577,000 (equivalent
to HK$276,370,000). The present directors expected
that the first installment of RMB160,000,000 (equivalent
to HK$178,608,000), representing 20% of the total
compensation for Guangzhou Yinglong and Guangzhou
Liangang will be received by the end of the first quarter
2021 and the balance of the compensation will be received
within the next two years. The present directors planned
to use the compensation to reduce the bank and other
borrowings and towards the first repayment installment to
Bank A and partial repayment of other bank loans and other
borrowings.

Notwithstanding the breach of the loan covenants and
default in certain repayments, the creditor banks did not
take hostile actions against the Group since 2018 and
permitted the Group to make repayments of the outstanding
bank loans orderly as and when funds were available.
The management has been in active discussions with the
creditor banks and updated them with the financial position
of the Group and the progress on the Action Plans. Based
on the discussion with the major creditor Bank E and the
fact that the estimated market value of the securities held by
Bank E was sufficient to cover its risk exposure, the present
directors believe that Bank E will not demand for immediate
repayment of the outstanding bank loans in the immediate
future.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

The interim condensed consolidated financial statements have
been prepared on a going concern basis, the validity of which
depends on the outcome of the Action Plans which are subject to
multiple uncertainties, including:

i) whether the Group is able to successfully negotiate
with the local government authorities in the PRC for the
compensations for the expropriation of various wastewater,
hazardous waste, sludge and solid waste treatment plants
operated by the Group and early termination of the BOT
project in Longmen County;

i)  whether the Group is able to successfully negotiate with
the lender of the other borrowings and creditor banks to
allow the Group to make repayment or partial repayment
on the amounts due according to the Group’s expected
repayment priority and to further extend the repayment
schedules to the extent and in accordance with the
timetable and milestones of payments agreed or to be
agreed with the local government authorities in the PRC for
the expropriation of various wastewater, hazardous waste,
sludge and solid waste treatment plants operated by the
Group and compensations to be received on the early
termination of the BOT project in Longmen County;

iii)  whether the creditor banks will agree not to exercise their
right to demand for immediate repayment in respect of the
Group’s bank loans that had become in default or in cross
default;
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

iv)  whether the lender of the other borrowings will agree not to
enforce the judgement to wind up the Company; and

v)  whether the Group is able to seek other financing resources
such as equity financing from potential investors which
in turn depends on whether the Group is able to resume
the trading of its shares on the Stock Exchange of Hong
Kong Limited which is likely a condition for obtaining equity
finance from potential investors.

Taking into account the Group’s cash flow projections
prepared by the management, and assuming the successful
implementation of the above measures, the present directors
consider that the Group would be able to finance its operations
and to meet its financial obligations as and when they fall due
within the next 12 months from the date of approval of the interim
condensed consolidated financial statements. Accordingly, the
interim condensed consolidated financial statements have been
prepared on a going concern basis.

Should the Group fail to achieve the above-mentioned Action
Plans and measures, it might not be able to continue to operate
as a going concern, and adjustments would have to be made to
write down the carrying amount of the Group’s assets to their
recoverable amounts, to provide for any further liabilities which
might arise and to re-classify non-current assets and non-current
liabilities as current assets and current liabilities respectively. The
effects of these adjustments have not been reflected in these
interim condensed consolidated financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
I ER AR S IS R M EE ()

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

2 CORRECTION OF PRIOR YEARS’ ERRORS

(@)

In 2018, Guangzhou CT Lvyou Environmental Protection
Technology Company Limited (“Guangzhou Lvyou”), a
subsidiary of the Group, was required to repay the value-
added tax refunded by the PRC tax authority during
the period from 2015 to 2017. The principal activities of
Guangzhou Lvyou were the provision of sludge and solid
waste and hazardous waste treatment services. Under
the notice issued by the Ministry of Finance and the State
Administration of Taxation of the PRC relating to the
Catalogue of Value-Added Tax Preferences for Products
and Labor Services Involving the Comprehensive Utilization
of Resources (‘“ERGEFAERMEKILEHREEE ")
in 2015 (the “Notice”), Guangzhou Lvyou was entitled to
claim value-added tax refund on condition that Guangzhou
Lvyou could comply with the relevant environmental
regulations. However, in 2015, Guangzhou Lvyou was
penalized by the local environmental protection bureau for
its failure to comply with certain environmental regulations.
As a result, Guangzhou Lvyou was no longer entitled to
claim the VAT tax refund for the next 36 months upon
receipt of the penalty notice. However, without knowledge
of the conditions set out in the Notice, Guangzhou
Lvyou continued to claim the VAT tax refund totalling
RMB65,952,000 during the period from 2015 to 2017 and
recognised the VAT tax refund as other income. In 2018, the
PRC tax authority requested Guangzhou Lvyou to pay back
the value-added tax refund received previously together
with surcharges totalling RMB76,542,000 (equivalent to
HK$86,771,000).
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

2

CORRECTION OF PRIOR YEARS’ ERRORS (Cont’d)

(@)

(Cont’d)

Based on the above circumstances, the present directors
consider that it is appropriate to make adjustments to
the Group’s consolidated financial statements for the
year ended 31 December 2017 and previous years. The
effects of the above adjustments on the interim condensed
consolidated financial statements are summarized below.

During the review for the period ended 30 June 2019,
the management discovered that there were omissions in
recording a deposit received and an advance to Mr. Tsui
in the previous years’ consolidated financial statements.
On 5 December 2016, Guangzhou Lvyou entered into
a cooperation agreement with a property developer in
Guangzhou, the PRC (the “Developer”) for the development
of a parcel of land owned by the Group. On 7 December
2016, Guangzhou Lvyou received a cheque payment of
RMB100,000,000 from the Developer (the “Cheque”) for
payment of a deposit under the cooperation agreement. At
the same time, the Cheque has been endorsed to a third
party without passing through Guangzhou Lvyou’s bank
account which had been confirmed by Mr. Tsui to be receipt
on the latters’s behalf. As a result, both transactions were
omitted from the books and records of the Group.

Upon discovery of the above, the present directors made
the above adjustments to the prior years’ consolidated
financial statements. The advance to Mr. Tsui was impaired
in the year ended 31 December 2018 to the consolidated
financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR & M IS SRR M & (4F)

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

2 CORRECTION OF PRIOR YEARS’ ERRORS (Cont’d) 2 MWEXWMEESER(H)
(c) The effects of the restatements described above on the () LHMiEMEHR—_FT—tF+=

A=+ —-BZHRaPHKRRE

consolidated statement of financial position as at 31

December 2017 are as follows: ZEENT
As
previously
reported  Prior year adjustments Restated
ML R 25K BEFEZHE T
Consolidated statement of we HK$’000 HK$'000 HK$'000 HK$’000
financial position I W FET TER TET TET
(Note 2(@))  (Note 2(b))
(Miske@)  (BEE2())
Non-current assets FRBEE
Property, plant and equipment ME BERRE 3,496,201 = - 3,496,201
Lease prepayments HERMRE 335,443 - - 335,443
Intangible assets BREE 1,703,829 - - 1,703,829
Goodwill BE 170,240 - - 170,240
Investments in associates REEQRANKRE 8,629 = = 8,629
Investment in a joint venture R—REELENRE 3,790 = = 3,790
Gross amounts due from customers BREFEHNIRAELARE
for contract work 324,715 - - 324,715
Deposits, other receivables and e HitEWRER
prepayments BHATE 611,521 - - 611,521
Deferred tax assets EERBEE 8,584 = = 8,584
Total non-current assets FRBEELE 6,662,952 = - 6,662,952
Current assets REBEE
Inventories 7& 22,191 - - 22,191
Trade and other receivables BaREMEKGE 1,757,957 (50,623) 119,630 1,826,964
Gross amounts due from customers EREFENIRIEARE
for contract work 30,938 - - 30,938
Bank and cash balances BIRRSHER 610,947 - - 610,947
Total current assets REEEAE 2,422,033 (50,623) 119,630 2,491,040
Current liabilities RBEE
Trade and other payables ESRHEMEMNTE 741,632 36,148 119,630 897,410
Bank loans BITEN 1,881,461 - - 1,881,461
Current tax liabilities MEHEEE 130,423 - - 130,423
Total current liabilities FEEEALE 2,753,516 36,148 119,630 2,909,294
Net current liabilities RBEETE (331,483) (86,771) - (418,254)
FBERREREFRAT 37
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

2 CORRECTION OF PRIOR YEARS’ ERRORS (Cont’d) 2 HEXWFESER(E)
() (Cont'a) ) (%)
As
previously
reported  Prior year adjustments Restated
MER 25K BEFECHE K&
Consolidated statement of ) HK§'000 ~ HK§'000  HK§'000  HK$'000
financial position BRI & TER TER TER TER
(Note 2(a))  (Note 2(b))
(MisFe(@)  (BEF2(0))

Total assets less current liabilities BEERRDER 6,331,469 (86,771) - 6,244,698

Non-current liabilities F¥RBEE
Bank loans BITEX 1,580,398 - - 1,580,398
Deferred income iF13/ 9N 17,613 - - 17,613
Deferred tax liabilities ELHEEE 268,114 - - 268,114
Total non-current liabilities FREEEHEE 1,866,125 = - 1,866,125
Net assets BEFHE 4,465,344 (86,771) - 4378573

CAPITAL AND RESERVES EXRfEE
Share capital JEEN 157,920 = = 157,920
Reserves i 4,304,564 (86,771) - 4,217,793

Total equity attributable to ARRBEEANELESARE
owners of the Company 4,462,484 (86,771) - 4375713
Non-controlling interests FERES 2,860 = = 2,860
Total equity ERAE 4,465,344 (86,771) - 4,378,573
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

AR S M mRME (A

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

CHANGES IN ACCOUNTING POLICIES

New and revised HKFRSs that are first effective for the
current accounting period

The HKICPA has issued a number of new HKFRSs and
amendments to HKFRSs that are first effective for the current
accounting period of the Group. Except for HKFRS 16, Lease,
none of the developments have had a material effect on how
the Group’s results and financial position for the current or prior
periods have been prepared or presented.

HKFRS 16 replaces HKAS 17, Leases, and the related
interpretations, HK(IFRIC) 4, Determining whether an arrangement
contains a lease, HK(SIC) 15, Operating leases — incentives, and
HK(SIC) 27, Evaluating the substance of transactions involving
the legal form of a lease. It introduces a single accounting model
for lessees, which requires a lessee to recognise a right-of-use
asset and a lease liability for all leases, except for leases that
have a lease term of 12 months or less (“short-term leases”) and
leases of low-value assets. The lessor accounting requirements
are brought forward from HKAS 17 substantially unchanged.

HKFRS 16 also introduces additional qualitative and quantitative
disclosure requirements which aim to enable users of the
financial statements to assess the effect that leases have on the
financial position, financial performance and cash flows of an
entity.

The Group has initially applied HKFRS 16 as from 1 January
2019. The Group has elected to use the modified retrospective
approach and has therefore recognised the cumulative effect of
initial application as an adjustment to the opening balance of
equity at 1 January 2019. Comparative information has not been
restated and continues to be reported under HKAS 17.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

R B AR S MR AR M (A

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

3  CHANGES IN ACCOUNTING POLICIES (Cont’d)

New and revised HKFRSs that are first effective for the
current accounting period (Cont’d)

Further details of the nature and effect of the changes to previous
accounting policies and the transition options applied are set out
below:

(@) New definition of a lease

The change in the definition of a lease mainly relates to the
concept of control. HKFRS 16 defines a lease on the basis
of whether a customer controls the use of an identified asset
for a period of time, which may be determined by a defined
amount of use. Control is conveyed where the customer has
both the right to direct the use of the identified asset and to
obtain substantially all of the economic benefits from that
use.

The Group applies the new definition of a lease in HKFRS
16 only to contracts that were entered into or changed on
or after 1 January 2019. For contracts entered into before 1
January 2019, the Group has used the transitional practical
expedient to grandfather the previous assessment of which
existing arrangements are or contain leases. Accordingly,
contracts that were previously assessed as leases under
HKAS 17 continue to be accounted for as leases under
HKFRS 16 and contracts previously assessed as non-lease
service arrangements continue to be accounted for as
executory contracts.

(b) Lessee accounting and transitional impact

At the date of transition to HKFRS 16 (i.e. 1 January 2019),
the Group determined the length of the remaining lease
terms and measured the lease liabilities for the leases
previously classified as operating leases at the present value
of the remaining lease payments, discounted using the
relevant incremental borrowing rates at 1 January 2019. The
weighted average of the incremental borrowing rates used
for determination of the present value of the remaining lease
payments was 10%.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

CHANGES IN ACCOUNTING POLICIES (Cont’d)

New and revised HKFRSs that are first effective for the

current accounting period (Cont’d)

(b) Lessee accounting and transitional impact (Cont’d) (b)

The following table reconciles the operating lease
commitments as at 31 December 2018 to the opening
balance for lease liabilities recognised as at 1 January 2019:

AR S M mRME (A

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

3 EFBUREE (4#)

RAST B ERERB T R
BRI EBMBHREER (&)

BN BT BT LR ERES
(&)

TREIR=-ZF-NF+=A
=+ - BREERERRER
—ZE-NF-A-REIANAE
EREHUGREIHEK:

1 January
2019
—E-hEF
—A—H
HK$’000
FHET
Operating lease commitments at R-Z2—NF+ZA=+—BHW
31 December 2018 KEHERIE 97,487
Less: commitments relating to leases B EEERRERMEEBREMRIE
exempt from capitalisation:
— short-term leases and other leases —EHHEERSTHER
with remaining lease term ending —E-hAEFE+=-A=+—8
on or before 31 December 2019 RZAERZHMEBE (3,005)
— adjustment on commitments - ERESBEEFBRBREEZ
relating to a lease contract for HESNAE AR
assets to be expropriated by the
local government (26,698)
67,784
Less: total future interest expenses R F BRI AR (9,467)
Total lease liabilities recognised at R-FB—NF—A—BEIN
1 January 2019 HEEEEE 58,317
HERREEFRAT 41
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A B AR S M T AR MY EE ()

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH
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3  CHANGES IN ACCOUNTING POLICIES (Cont’d) 3 @grtHKREH (&)
New and revised HKFRSs that are first effective for the REASTHEERERNFTRE
current accounting period (Cont’d) BT ERBMBREER (&)
(b) Lessee accounting and transitional impact (Cont’d) (b) EEAETEEL ERAER
& (&)
The following table summarises the impacts of the adoption TRPIMIRNE B ISR ELE
of HKFRS 16 on the Group’s consolidated statement of Rl 16 A EBSZ S T
financial position: MR E
Carrying Carrying
amount at Impact on amount at
31 December adoption of 1 January
2018 HKFRS 16 2019
—E-N\E R@BE0E R-B-NF
+ZRA=+-8 HEERFE6%H -B—-H
ZREE 24 ZREE
HK$000 HK$’000 HK$’000
TER TEx TEx
Line items in the consolidated %A MR &+ R K H
statement of financial ERMBREEAE16HETE
position impacted by the 2R :
adoption of HKFRS 16:
Lease prepayments HERMARE 263,992 (263,992) =
Right-of-use assets EREERE - 309,509 309,509
Total non-current assets ERBEELE 2,561,031 45,517 2,606,548
Provisions (current) B (RE) (93,167) 3,558 (89,609)
Lease liabilities (current) HESE (RE) - (22,702) (22,702)
Current liabilities RBEE (4,714,230) (19,144) (4,733,374)
Net current liabilities FHaEEE (2,203,088) (19,144) (2,222,232)
Total assets less current BEERRBEE
liabilities 357,943 26,373 384,316
Provisions (non-current) BE GEReE) (9,242) 9,242 -
Lease liabilities (non-current) HESE GFRE) = (35,615) (35,615)
Total non-current liabilities ERBEELRE (207,805) (26,373) (234,178)
Net assets EEFE 150,138 = 150,138



Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

AR S M mRME (A

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

CHANGES IN ACCOUNTING POLICIES (Cont’d)

New and revised HKFRSs that are first effective for the
current accounting period (Cont’d)

(c)

@

Impact on the financial results, segment results and cash
flows of the Group:

After initial recognition of right-of-use assets and lease
liabilities as at 1 January 2019, the Group as a lessee
is required to recognise interest expenses accrued on
the outstanding balance of the lease liability, and the
depreciation of the right-of-use asset, instead of the
previous policy of recognising rental expenses incurred
under operating leases on a straight-line basis over the
lease term.

In the cash flow statement, the Group as a lessee is required
to split rentals paid under capitalised leases into their capital
element and interest element. These elements are classified
as financing cash outflows, similar to how leases previously
classified as finance leases under HKAS 17 were treated,
rather than as operating cash outflows, as was the case for
operating leases under HKAS 17. Although total cash flows
are unaffected, the adoption of HKFRS 16 therefore results
in a significant change in presentation of cash flows within
the cash flow statement.

Lessor accounting

The accounting policies applicable to the Group as a lessor
remain substantially unchanged from those under HKAS 17.
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

3  CHANGES IN ACCOUNTING POLICIES (Cont’d)

New and revised HKFRSs in issue but not yet effective

The Group has not early applied the following new and

BRTBUREE (&)

© 28 5 B e R 4 Rz #ET )
RETEBYBREER

AREELEIEFEAUT CHEME
&) RAEM 2 5] RAEMERT BB

amendments to HKFRSs that have been issued but are not yet

effective:
HKFRS 17

Amendments to
HKFRS 3

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 1 and HKAS 8

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Conceptual framework for
financial reporting 2018
HKFRS 16 (Amendments)
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Definition of Material*
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

CHANGES IN ACCOUNTING POLICIES (Cont’d)

New and revised HKFRSs in issue but not yet effective

(Cont’d)

Amendments to annual
improvements project

HKAS 16 (Amendments)
HKAS 37 (Amendments)
HKFRS 3 (Amendments)

HKAS 1 (Amendments)

Annual improvement 2018-2020
cycle®

Proceeds before intended use®
Cost of fulfilling a contract®

Reference to the conceptual
framework®

Presentation of financial
statements on classification of
liabilities”

! Effective for annual periods beginning on or after 1 January 2021.

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

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

3 Effective for annual periods beginning on or after 1 January 2020.

3 Effective for annual periods beginning on or after 1 June 2020.

4 Effective for annual periods beginning on or after 1 January 2022.

f Effective for annual periods beginning on or after 1 January 2023.
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hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

CHANGES IN ACCOUNTING POLICIES (Cont’d)

New and revised HKFRSs in issue but not yet effective
(Cont’d)

In addition to the above new and amendments to HKFRSs, a
revised Conceptual Framework for Financial Reporting was
issued in 2018. Its consequential amendments, the Amendments
to References to the Conceptual Framework in HKFRS
Standards, will be effective for annual periods beginning on or
after 1 January 2020.

The directors of the Company anticipate that the application
of the above new and amendments to HKFRSs will have no
material impact on the consolidated financial statements in the
foreseeable future.

REVENUE AND SEGMENT REPORTING

(a) Revneue

() Disaggregation of revenue

Revenue represents the revenue from the supply of
industrial water, the provision of wastewater treatment
plants operation services, heating and electricity
generation services, sludge and solid waste treatment
services, hazardous waste treatment services, BOT
project construction services, BOT project operation
services and finance income.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

REVENUE AND SEGMENT REPORTING (Cont’d) 4

(a) Revneue (Cont’d)

()

Disaggregation of revenue (Cont’d)

Disaggregation of revenue from contracts with
customers by service lines is as follows:

WHRTHE®R (F)
(@) Wz (&)

() Y%zE7z (&)

ERBESKEADINEFS
HR=ZB DT

Six months ended 30 June
BEAA=1tHILAEA

2019 2018
—E-NEF —E-N\EF
HK$’000 HK$°000
FHERT FHET
(Unaudited) (Unaudited)
(REEZ) (REEZ)
Revenue from contracts with & /8 B 7 3R & £ Bl 551555
customers within the scope HERNEFEHKE
by HKFRS 15
Recognised at a point in time KR — 052 B #T
Disaggregation by service lines &R 4R 8 5
- Revenue from supply of —ETERKz KGR
industrial water 11,433 24,606
- Revenue from provision of —REEKEREREEERE
wastewater treatment plants Z W
operation services 83,984 148,359
- Revenue from BOT project - BOTEHEEERKE 2 Wi
operation services 18,492 77,851
- Revenue from provision of - REHBRBERE 2 WG
heating and electricity
generation services - 70,763
— Provision of land levelling — R i FRERS
services - 244,019
- Revenue from provision of - RS EREREYER
sludge and solid waste BR 7% = W &
treatment services 90,602 223,585
— Revenue from provision of — R G EY EE RS
hazardous waste treatment Z W
services 190,767 186,903
395,278 976,086
Income from other sources H A 3R UK A
Recognised over time BERF B fE R
- Finance income —@EWA 6,545 8,035
401,823 984,121
HERREEFRAT 47
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

FHSRRS

AR mR R (F)

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

4 REVENUE AND SEGMENT REPORTING (Cont’d)

(b) Segment reporting

The

Group manages its business 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 the following six
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 (“BOO”)
arrangement.

BOT project construction and operation services: this
segment constructs and operates wastewater and
solid waste treatment plants under BOT arrangement
to generate turnover from construction, operation
services and finance income.

Provision of heating services and electricity generation:
this segment provides heating services and electricity
generation.

Provision of land levelling services: this segment
provides land levelling services inside industrial parks
for those customers from other business segments.

Provision of sludge and solid waste treatment services:
this segment provides sludge and solid waste
treatment services.

Provision of hazardous waste treatment services: this
segment provides hazardous waste treatment services.

CT Environmental Group Limited
Interim Report 2019
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

4 REVENUE AND SEGMENT REPORTING (Cont’d)

(b)

4 WHEESBERKR(F)

Segment reporting (Cont’d) (b) 2R (EF)
Information regarding the Group’s reportable segments as ArEBESREEERIERE
provided to the Group’s most senior executive management BB R DERRTI GRS 2
for the purposes of resource allocation and assessment of HAKENER,HBEEZE
segment performance for the period is set out below. BIEHINT :
Provision of
wastewater Provision of Provision of
treatment BOT project sludge and hazardous
Supply of plants  construction solid waste waste
industrial operation  and operation treatment treatment
water services services services services Unallocated Total
Bft5kEE  BOTERER RESERER Rtk
BEIZRX  REEERE REERE EURERE BURERE AAR ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TR TER TiEn TR TiEn
For the six months ended BEZE-10% (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
30 June 2019 ABZTRIERER (REEH) (REEH) (REEH) (REER) (REER) (REER) (REEH)
Revenue from external RENBEFHYLE
customers 11,433 83,984 25,037 90,602 190,767 - 401,823
Inter-segment revenue PHEkhE - 16,659 - 24,193 2,819 - 4367
Reportable segment revenue T2EAMNE 11,433 100,643 25,037 114,795 193,586 - 445,494
Reportable segment profit EEE VRl
(adjusted EBITDA) (BZ&EBITDA) (673 (76,751) 3,159 (3,749 121,605 50,002 102,684
Depreciation and amortisation HEREH (2,974) (39,799) (9,869) (9,528) (24,058) (95) (86,323)
Gain on disposal of a subsidiary HE-ZHELTNE - - - - - 3,963 3,963
Share of profits of associates MHEBEDANER - - - 35 1,026 - 1,061
Impairment loss on payments for BB AT2AH2
acquisition of subsidiaries AEEE - - - - (15,057) - (15,057)
Impairment loss on amounts due from EW# &£ 242 ATHE
companies controlled by ZREFE
M. Teui - - - - - (1,717 (1,717)
Impairment loss on loan receivables BN & 2 HEFE - - - - - (62,760) (62,760)
Impairment loss on other receivables  EENFE zHEER - (2,547) - (7,606) - - (10,153)
FEREEEAFRAT 49
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A B AR S M T AR MY EE ()

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

4 REVENUE AND SEGMENT REPORTING (Cont’d) 4 WERTE2HR (&)
(b) Segment reporting (Cont’d) DE2W (F)
Provision of
wastewater Provision Provision of  Provision of
treatment  BOT project of heating sludge and hazardous
Supply of plants  construction  servicesand  Provisionof  solid waste waste
industrial operation  and operation electricity  land levelling treatment treatment
water services services  generation services Services services  Unallocated Total
RESRRE
e RMtSKEE BOTEEER  REMHA Rty EEIEER RikREN
IXAK REEERE REERE BEREE  VERR ¥ EERE AR AR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TER TERL TERL TR TERL TR TERL TER
For the six months HE-Z-0\% (unaudited) ~ (unaudited)  (unaudited)  (unaudited)  (Unaudited)  (unaudited)  (unaudited)  (unaudited)  (unaudited)
ended0June 2018  RAZTAEAER  (REEHR) (REEK)  (RERKR)  (REER)  (REER)  (REER)  (REER)  (REER)  (REEHD)
Revenue from externl ~ REMPEF Kl
customers 24,606 148,359 85,886 70,763 244,019 203,585 186,903 - 984,121
Inter-segment revenue  APE KA - 44,701 - - - 5,239 14,736 - 64,676
Reportable segment ~ T2HAHLE
revenue 24,606 193,060 85,886 70,763 244,019 228,824 201,639 - 1048797
Reportable segment 72K
profit (adjusted (HRKEBITDA)
EBITDA) 21,429 100,806 23,710 36,435 154,149 99,994 96,352 (10,743 522,132

Depreciation and HERES

amortisaton GOS) @S5 (12375 (10169
Share of loss of ajoint A -FAELENEE
venture - (675) - -

@270 e - (161549)

= . = 675

The measure used for reporting segment profit is “adjusted
EBITDA” i.e. “adjusted earnings before interest, taxes,
depreciation and amortisation”. To arrive at adjusted
EBITDA the Group’s earnings are further adjusted for items
not specifically attributed to individual segments, such as
share of profits of associates and a joint venture, directors’
and auditors’ remuneration and other head office or
corporate administration costs.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

REVENUE AND SEGMENT REPORTING (Cont’d)
(b) Segment reporting (Cont’d)

() Reconciliations of reportable segment profit

AR S MR (F)

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

4 WHEESBERKR(F)
(b) D2, (HF)

() HZ2#H7EEFHIE

Six months ended 30 June
BEAA=1tHILAEA

2019 2018
—E-hEF —E-NEF
Note HK$’000 HK$’000
Bt E FTHExT FET
(unaudited) (unaudited)
(REER) (REEX)
Reportable segment profit Al 2 8|7 5@ F 102,684 522,132
Elimination of inter-segment 7 %5 & & 7 ¥ §4
profits - (134)
102,684 521,998
Share of (loss)/profits PMEBERAR—REE
of associates and a M (Eﬁ,a)// *U
joint venture 1,061 (675)
Finance costs il E A A 6(a) (124,266) (57,442)
Interest income FIEUWA 5(a) 146 7,405
Depreciation and amortisation 7 E K ## 85 6(b) (86,323) (161,543)
Net foreign exchange EX (B8 WaFHE
(loss)/gain 5(b) 19,909 (1,613)
Gain on disposal of HE—FRHWBLQAWE
a subsidiary 5(b) 3,963 -
Impairment loss on payments UBE R E A B 2 T7 2
for acquisition of REEIE
subsidiaries (15,057) -
Impairment loss on other H{th FE R FRIB 2
receivables WIEEE (10,153) -
Impairment loss on loan EWERZRERE
receivables (62,760) -
Impairment loss on amounts FEHQT??EE} Hllz
due from companies B FIE 2 BEEE
controlled by Mr. Tsui (11,717) -
Consolidated (loss)/profit mERRBA (BR),/
before tax i A (182,513) 308,130
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

4

REVENUE AND SEGMENT REPORTING (Cont’d)

(b)

Segment reporting (Cont’d)

(i)

(i)

(iv)

Information about major customers

The Group has transactions with the PRC local
government authorities (under common control from
the PRC central government) which in aggregate
exceeded or equal to 10% of the Group’s revenue.
Revenue from the provision of wastewater treatment
plants operation services, BOT project construction
and operation services and provision of sludge and
solid waste treatment services derived from local
government authorities in the PRC for the six months
ended 30 June 2019 amounted to HK$38,938,000 (six
months ended 30 June 2018: HK$138,802,000).

Geographic information

Analysis of the Group’s revenue and assets by
geographical market has not been presented as
substantially all of the Group’s revenue and assets are
generated and located in the PRC.

Seasonality of operations

There is a seasonal factor in the Group’s revenue. In
general, revenue in the second half of the year is better
than the first half of the year, because the demand for
treatments for wastewater, sludge and solid waste and
hazardous waste from the Group’s customers increase
in the second half of the year. The Group’s customers
are expected to enlarge their production scales during
the second half of the year.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

5 OTHER INCOME AND OTHER NET GAINS/(LOSSES)

(a)

(b)

Other income

AR S M mRME (A

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH
5 HtANREMUzE (FEHE) P
i

(@) HfbuwA

Six months ended 30 June
BEAA=1tHILEAEA

2019 2018
—E-NhE —E-N\E
HK$’000 HK$’000
FET FET
(unaudited) (unaudited)
(REEZ) (REEX)
Government grants (i) B B (i) 1,457 76,256
Value-added tax refund BER R 109 20,458
Interest income F B YA 146 7,405
Consultancy fees income BHEBWRA 342 -
Others HAth 764 177
2,818 104,296
() Government grants represent various forms of () BB EF K
incentives and subsidies granted to the Group by the HHERTFAEBRRE
local government authorities in the PRC. There were Rz B % AL o4
no unfulfilled conditions and other contingencies EEBWEZEBNE
attached to the receipts of such government grants. Bt a2 RERIGHER
Hihh RE1E -

Other net gains/(losses)

(b) Hftblrzs ~ (F518) FH#

Six months ended 30 June

BEAAZ=+tHLEAEAR

2019 2018

—ZE-hEF —E-N\E

HK$’000 HK$°000

FHEx FHExT

(unaudited) (unaudited)

(REEZ) (REEZ)

Gain on disposal of a subsidiary HE—RMBARWE 3,963 -
Net foreign exchange (loss)/gain E X (F518) W FaE 19,909 (1,613)
Penalty BN (455) =
Others Hib 1,008 172
24,425 (1,441)
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A B AR S M T AR MY EE ()

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

6  (LOSS)/PROFIT BEFORE TAX

(Loss)/profit before tax is arrived at after charging:

(@) Finance costs

PRBLAT (B1R) T

BRBLAT (B518) CRRSNBRT 5%
HERE:

(a) BEMKE

Six months ended 30 June
BEANA=1THIEAREA

2019 2018
—E-NhE —E-N\E
HK$’000 HK$’000
FET FHET

(unaudited) (unaudited)
(REERZ) (REERZ)

Interest on bank loans RITERAE 74,496 70,631
Interest on other borrowings H & 5 R 46,883 -
Interest on lease liabilities HEEGAE 1,826 s
Loan facility fees EXHEER 1,061 -
124,266 70,631

Less: Interest expenses W EREATERIR

capitalised into construction HF BRI X

in progress - (13,189)
Total finance costs BhE KA B 5 124,266 57,442
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

AR S MR (F)

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

(LOSS)/PROFIT BEFORE TAX (Cont’d) 6 MEE (BE) ER(F
(b) Other items (b) HMEE

(c)

Six months ended 30 June
BEAA=1tHILAEA

2019 2018
—2-hE —T-NF
HK$’000 HK$’000
FEx T

(unaudited) (unaudited)
(RRBEZ) (REEZ)

Cost of inventories*®

FERA"

Cost of BOT projects construction BOTIE B &% R %

services

Depreciation and amortisation
Lease payments not under the
measurement of lease liabilities

Operating lease charges

DN
TERH#H
WHNEERETE
TZHEENYR
KREREMX

Impairment losses on amounts due FEWAIEEEH 2 A AREZ
from companies controlled by a WERE

former director

Impairment loss on loan receivables FEWE R 2 BEEE

Impairment losses on payments
for acquisition of subsidiaries

WIEMB AR 22
EREN 3

Research and development expenses #iff 2 B 3%

60,668 89,363
= 36,823
86,323 161,543
2,246 -
- 5,371
11,717 -
62,760 -
15,057 -
24 2,900

Cost of inventories represented raw materials consumed during

the supply of industrial water, provision of waste water treatment
plants operation services, provision of sludge and solid waste
treatment services and provision of hazardous waste treatment

services.

Staff costs

(c)

Note
M EE

* GERAIEHETIXR
RASS KRB RS E
UREHTREEEEYE
BRERRESKERED
BR3P E 32 R R A8 o

BIRAX

_\_

Six months ended 30 June
BEAA=1tHILAEA

2019 2018
—g2-hE —T-NF
HK$’000 HK$’000
TR FiE

(unaudited) (unaudited)
(REEZ) (REERZ)

Salaries, wages
and other benefits
Contributions to defined

contribution retirement plan

e TERHEMER
REMFBRAKETEIHR

73,421 100,927

4,336 10,410

77,757 111,337
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfS AR S M SRR M & (48

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

7  INCOME TAX (CREDIT)/EXPENSE 7 BB (RSE) HX
Income tax (credit)/expense in the condensed consolidated EHRFmEERRANAER (ER)
statement of profit or loss represents: S BXiE:

Six months ended 30 June
BEAA=1THILA@EA

2019 2018
—2-NE —B-)N\F
HK$'000 HK$'000
TET FTET

(unaudited) (unaudited)
(REEX) (REEZ)

Current tax - PRC income tax BB E - BB
Provision for PRC income tax RE TS MRS
(notes (i) and (ii)) (FFEEG) R (i) ) 20,036 25,163
Over-provision in respect of prior periods B {F HARI B 4E B 15 - (13,049)
20,036 12,114
Deferred tax EER IR
Origination and reversal of FRMEEENELERER
temporary differences | (28,634) | (6,425)
Income tax (credit)/expense Fra% (ER) Bx (8,598) 5,689
Notes: It
(i) Pursuant to the relevant rules and regulations of the Cayman Islands (i) RIBFEEHERRBELHE ([%E
and the British Virgin Islands (“BVI”), the Group is not subject to any BEREZHEE |)WHEBERAIRER
income tax in the Cayman Islands and the BVI. AEBNRHEHERKBELHES
BESMEMAEH
No provision for Hong Kong Profits Tax was made as the Group did not HREBZ-_E-hER-ZE-N\F
earn assessable income subject to Hong Kong Profits Tax for the six ANA=1 8 I1ERE B A& B I & B
months ended 30 June 2019 and 2018. BRI AT B RSB FER B
WA - 85 30 48 5 B I 18 B A R
e
The statutory income tax rate for the PRC subsidiaries is 25% (for the FEMBATINEERMSBHES
six months ended 30 June 2018: 25%)). 5% (BE-ZF—\FXA=*1H
LE7ME A 125%) °
56 CT Environmental Group Limited
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BiZ —F— N FNH=1HIEAER

7 INCOME TAX (CREDIT)/EXPENSE (Cont’d)

Notes: (Cont’d)

(ii)

Certain subsidiaries of the Group are entitled to the following PRC
preferential tax treatments:

Guangzhou CT Lvyou Environmental Protection Technology Company
Limited* (originally known as Guangzhou Lvyou Industrial Waste
Reclamation Treatment Company Limited) (“Guangzhou Lvyou”) was
approved as a High and New Technology Enterprise in September
2015, which entitled it to the preferential income tax rate of 15% from
2015 to 2017 and 2018 to 2020.

Heyuan Solid Waste Centralized Treatment Centre Company Limited
(“Heyuan Solid”) was approved as a High and New Technology
Enterprise in December 2016, which entitled it to the preferential
income tax rate of 15% from 2016 to 2018.

Qingyuan Lvyou Environmental Protection Technology Company
Limited (“Qingyuan Lvyou”), a subsidiary engaged in solid waste
treatment, is entitled to the 3+3 tax holiday starting from the year
in which the project starts to generate operating revenue. Qingyuan
Lvyou is subject to exemption from income tax from 2014 to 2016 and
reduction of half of the income tax from 2017 to 2019. Additionally, in
October 2015 and November 2018, Qingyuan Lvyou was approved
as a High and New Technology Enterprise, which then entitled it to
the preferential income tax rate of 15% from 2015 to 2017 and from
2018 to 2020. As the tax rate applied during the tax holiday is lower
than the tax rate applied for High and New Technology Enterprise, the
effective income tax rate of Qingyuan Lvyou is 12.5% from 2017 to
2018. No preferential tax was enjoyed by Qingyuang Lvyou during the
period ended 30 June 2019 as Qingyuang Lvyou failed to file the annual
application to local tax authority and meet the annual research and
development requirement.

Lvyou Environmental Protection Equipment Company Limited (“Lvyou
Equipment”) was approved as a High and New Technology Enterprise
in December 2016, which entitled it to the preferential income tax rate
of 15% from 2016 to 2018.

7 FiRB(RR) WX (&)

s : (4)

(ii)

AEENETHEATZAUTS
EEEBIA A -

BN R SR BRNEERA R
(FEEMER TEREBNE R
BEARAR) ((WMNEH])R=
Z-RENARRABBHEME
% R-B-RFEE-FT-LER
—B-N\FE-B-BFIHI5%
R E B AT 8B % -

MRTEEENETRET VAR
RBR(CTREED R =T —RF
TZAERTASHREMESE B
TE-REEZE-\FZH15%
MEEREHR-

BERSHBRANEERAT ([E
Rzl ) B EEEEYIEENKH
BAA REERMBELEEE KRS
NEERZE+IRNEEE-BFERE
BHAR-—ZE-—NEE_ZT— A EE
REBUWFIEHRER=ZZ—tEE
TE-AFERREMEH M
MNRZB-FEFARZZE—N
F+—f BESHAEATESH
Riffb¥ HER-E-—RFE=
E—tFERRZBE-NFEZZE=
EESH1I5BMNEEFMBHRE-H
RRBEIZHAFBERAZHERS
FEMCEMBEAZHERE &
BESHANR-ZE—tFEZZE-N
FHNERMEHRE125% HE
ZE-AFEANB=ZTBILLEH B
REHTEZEEEFE ERA
EREHAREOM S HEEERER
FEHBRERMBEER-

Lvyou Environmental Protection
Equipment Company Limited
(I'Lvyou Equipment ]) R =& — <
F+-ARERSHAEMEE R
—E-XEEE-\EEZHF15%
MEEMEH=E
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A B AR S M T AR MY EE ()

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

8  (LOSS)/EARNINGS PER SHARE 8

(@) Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per share is based
on the (loss)/profit for the six months ended 30 June 2019
attributable to owners of the Company of HK$173,635,000
(2018: HK$302,393,000) and the weighted average of
6,281,584,000 ordinary shares (2018: 6,286,552,000 shares)
in issue during the six months ended 30 June 2019.

B (BR) BR
(@) BREX(FE) EF

ERER(FER) BIK
FEFEDRERZEZZ
—NERNA=Z+THLENRNEA
KABHEEAEML(BE)
/% F173,635,00058 7T (=
= — J\ % :302,393,0005&
TIURBE=ZZ—LEAX
B=+HLEAREBEBETZ
6,281,584,0000 (==& — N\
F 1 6,286,552,000/% ) & & it

INREE I EMmE & -
2019 2018
—E-AF —E-N\F
’000 ’000
Number of shares g 4= T TR
Issued ordinary shares at 1 January R—A—HERTEZBER 6,316,792 6,316,792
Effect of shares held under the Share R &R {7 2B 5 E3EE KR 5
Award Scheme (note 18(a)(ii)) V2 (HIEE18(a)(i) ) (35,208) (30,240)
Weighted average number of ordinary RANA=+HMNZER
shares at 30 June hnfEFEI9H 6,281,584 6,286,552

(b) Diluted (loss)/earnings per share

During the six months ended 30 June 2019 and 2018, there
were no dilutive potential ordinary shares issued. The diluted
(loss)/earnings per share is the same as the basic (loss)/
earnings per share.

9  PROPERTY, PLANT AND EQUIPMENT 9

During the six months ended 30 June 2019, the Group
acquired items of property, plant and equipment with a
cost of HK$11,070,000 (six months ended 30 June 2018:
HK$593,211,000). No plants and equipment was disposed
during the six months ended 30 June 2019 (Items of plants and
equipment with a carrying amount of HK$34,000 were disposed
during the six months ended 30 June 2018).
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(b) ESR®BE(HR) EF

BE"Z-hER-ZE-N\F
NA=THIEANER - BIEE
THEEEEER -SREE
(F51]R) BRESKRER (&
18) /BRAER -

W R R

HE-ZE—-—hAERNA=1THLRE
B AREBWREBYE BMERZE
18 B K AR A< A11,070,00058 7T (&
EZE-N\FEXAB=THLEXE
B :593,211,000/8 ) - BE=-Z
—NEFEANAZTHLEAER ALE
HEMERREB(BEZZ—N\F
ANA=ZTHIEANEALEREES
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

PROPERTY, PLANT AND EQUIPMENT (Cont’d)

Certain property, plant and equipment with a carrying amount of
HK$187,466,000 were pledged to secure the Group’s bank loans
as at 30 June 2019 (31 December 2018: HK$188,627,000) (note
16).

LEASE PREPAYMENTS

As at 31 December 2018, lease prepayments represent the
Group’s land use rights on leasehold land located in the PRC. As
at 31 December 2018, lease prepayments with a carrying amount
of HK$63,763,000 were pledged to secure the Group’s bank
loans.

Upon the adoption of HKFRS 16 on 1 January 2019, the lease
prepayments were reclassified to right-of-use assets.

RIGHT-OF-USE ASSETS

As at 30 June 2019, the rights-of-use assets represent the
Group’s land use rights in leasehold land located in the PRC and
the leased properties under the lease arrangements. The right-
of-use assets with a carrying amount of HK$61,652,000 were
pledged to secure the Group’s bank loans as at 30 June 2019.

INTANGIBLE ASSETS

Intangible assets represent the Group’s supply of industrial water,
waste water treatment plants, sludge and solid waste treatment
and hazardous waste treatment operation rights.

10

11

12

M- BB RS (&)
RZBE-NEFEANAB=1H RHE
£187,466,000/8 T & T %~
BERZECEBEALREER
TERWER (Z=2—N\E+=A
=+ —H:188,627,0005& 5t ) (Fft
16) ©

HEEMRIE

RZZE-NE+=ZB=+—8B-#
ERNREEAEBRFENALRAF
BEEE LAt ERE N
E-NFE+=ZA=+—H ' REE
463,763,000 ST VA EFE T FE
ERFIEARNEERITERNIKE
# o

RE-ZF-NF-A-—BARMAEEY
BHRELEAFI6RE  HERGTR
HUBH 2 BREREEE-

EREEE

RZZB-AFARA=1TH £AE
BEEASEUATENAE L
2 ERAEREEZHETHEE
ME-R-ZZE-NFANAR=1H"
IR {8 %61,652,0007% JT 19 i FA#E
EECHWER UEATEERT
BRI

BREEE
BREERASEHREIRAK

EIKEERE TR EEEYE
BURBHEYERELEE:
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

13 TRADE AND OTHER RECEIVABLES 13 BEZRHEMEWRKE
At At
30 June 31 December
2019 2018
i i)
—E-hE —E-N\E
AA=+H +ZA=+-—H
Note HK$’00_0 HK$’00_0
M = TER TR
(unaudited) (audited)
(REER) (REZ)
Current B EA
Trade receivables g 5 R A 318,578 437,247
Less: allowance for doubtful debts B REREBE (186,483) (187,627)
(@) 132,005 249,620
Consideration receivable from disposal ~HE—ZXK B A TANEKRAE
of a subsidiary - 4,565
Money paid to the local government A3 F 5 BUT BB P B FRIE
authority 85,260 85,598
Receivables of value-added tax refund 32 {E i 3B Fi fE U 708 - 6,288
Advances to suppliers AT A ER B 21,221 25,818
Other receivables and prepayments Hith WK IB R T 7 66,593 39,378
Amount due from a former director FEW A E SRR (b) 266,835 272,372
Less: allowance for doubtful debts W REREBE (240,650) (241,100)
26,185 31,272
Amounts due from companies controlled FEUL AT EE 4|2 AT FIE
by a former director ) (c) 39,181 54,924
Less: allowance for doubtful debts B RERRE (39,181) 27,791)
- 27,133
Loan receivables e & =X 61,600 -
Less: allowance for doubtful debts B REREE (61,600) =
Amounts due from related parties FE s BB Bk 75 7XOR 21(c)(i) 23,740 22,811
Less: allowance for doubtful debts o RIERE (3,979) (3,994)
19,761 18,817
351,115 488,489
Non-current FEENHR
Prepayments for purchase of lease BERESHEARERREE
prepayments and equipment BARIE 71,635 59,795
Receivables of a construction project Hh 5 BT R TE B (Y EWGRIE
from a local government 8,866 8,902
Other receivables and prepayments HtEWFIER A RIE 206 3,471
80,707 72,168
Total st 431,822 560,657
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Financial Statements (Cont’d)
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

13 TRADE AND OTHER RECEIVABLES (Cont’d)

All of the prepayments and other receivables (including amounts
due from related parties), apart from those classified as non-
current portion, are expected to be recovered or recognised as
expenses within one year.

(@) Aging analysis

As at the end of the reporting period, the aging analysis
of trade receivables, including those classified as part of a
disposal group held for sale, based on the invoice date, and
net of allowance for doubtful debts, is as follows:

13 BESREMBWKREE)

FrERNFEREAMERRE (8
EREWEE SRR RRER—F
W EHERBEA  ETBED
BRI HIER D ©

(@) BRECDHT

RB|EBMKR BZERFKE
(BREZEPERFEHEZ
HEAR 2o EH)REEH
HA R A HIBR R BRI B AV BR IS 20

FanT

At At

30 June 31 December

2019 2018

i iy

ZE-NF —E-N\E§

AA=+H +ZA=t-H

HK$’000 HK$’000

FHET FET

(unaudited) (audited)

(REEZ) (1B

Within 1 month —@EA R 22,171 179,073
1 to 3 months —Z={@A 38,514 53,319
Over 3 months but within 1 year HBR=EAE—FR 58,646 45,904
Over 1 year BE—F 34,063 21,056
153,394 299,352

Less: Assets of disposal group W oBEABELEEZ

classified as held for sale HEARNERE (21,299) (49,732)
132,095 249,620

The Group allows an average credit period of 30 days to
its customers. The Group does not hold any collateral over
these balances.

AEBRAAEEFREHFIEIR
30A ZfFEH - ANEE I E
ZEEBIEBEENERm-
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

13 TRADE AND OTHER RECEIVABLES (Cont’d) 13 ESFRHMEWKIE (&)
(b) Amount due from a former director (b) EWRESE

Mr. Tsui HBEE HK$’000
TBT

Gross amount s

At 1 January 2019 R-—ZE—h&E—F—H 072,372

Fund advanced to Mr. Tsui BFFHREEZES 510

Expensed paid by Mr. Tsui BREEZINZHX (4,728)

Fund from Mr. Tsui REBREEZES (870)

Exchange movement BEE 54, 4% &) (449)

At 30 June 2019 R-ZEBE—NFERA=TH 266,835

Impairment loss REEE

At 1 January 2019 R-ZE-NFE—H—H 241,100

Exchange movement [E 2 &) (450)

At 30 June 2019 R=-ZE-HNFEXRA=1H 240,650

Carrying amount REE

At 30 June 2019 RZE-NEXB=1H 26,185

At 31 December 2018 R-ZE-NE+ZB=+—H 31,272

The amount was unsecured, interest-free and without fixed ZENEABIKHE REASE

terms of repayment. EEEEMR-

In the six months ended 31 December 2019, further B2 -E—-hhE+=-B=+—

unauthorised payments of HK$291,000 were made to and HIEAERA MBRLEERH

repayments of HK$28,700,000 were received from Mr. Tsui. i — R EFZ R 291,000

BT BRELERIER
28,700,000 T °
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

13 TRADE AND OTHER RECEIVABLES (Cont’d)

(c)

Amounts due from companies controlled by a former

13

B REMBYEIER (&)

(c)

FEW AT EEEH 2 D BKIR

director
HK$'000
FHExT
Gross amount waE
At 1 January 2019 R-ZE—NFE—HF—H 54,924
Fund advanced from the Group AEERF2ES 18,413
Fund advanced to the Group BNFEAEEZES (23,617)
Interest on other borrowings paid by & /MEE X 2 E M ERKF 2
Guangzhou To Kee (10,047)
Exchange movement PE 5 B (492)
At 30 June 2019 RZZ-NFEARAB=1H 39,181
Impairment loss WEEE
At 1 January 2019 R-ZE—-NF—H—H 27,791
Provided for the period BB 11,717
Exchange movement b 5% (327)
At 30 June 2019 RZE—-NAEARB=+H 39,181
Carrying amount REE
At 30 June 2019 RZZ-—AFXRB=1H -
At 31 December 2018 RZEBE-N\FE+ZA=+—H 27,133

The amounts were unsecured, interest-free and without

fixed terms of repayment.

ZERBRERAF REHE
B E EE MR -
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

13 TRADE AND OTHER RECEIVABLES (Cont’d)

(c)

Amounts due from companies controlled by a former
director (Cont’d)

The present directors noted that there were no proper
control over the authorisation of the payments of
HK$18,413,000 made to and repayments of HK$33,664,000
received from companies controlled by Mr. Tsui during
the six months ended 30 June 2019. In the six months
ended 31 December 2019, further payments without
proper authorisation of HK$121,182,000 were made to and
repayments of HK$78,611,000 received from the companies
controlled by Mr. Tsui. In addition, the Group made net
payments of HK$84,277,000 to the companies controlled
by Mr. Tsui during the period from January 2020 to October
2020. Out of the total payments, HK$19,365,000 were
payments without proper authorization, HK$39,071,000 was
used to set off with the amount due to a non-controlling
shareholder as disclosed in note 15 and the remaining
balance of HK$25,841,000 were payments for the rental
and advertising expenses received by companies controlled
by Mr. Tsui on behalf of Guangzhou Yanchen Zhili. The
arrangement in relation to the payments received by
companies controlled by Mr. Tsui on behalf of Guangzhou
Yanchen Zhili would be finalized upon the execution of the
relevant agreement.
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13 EZREMBENRE (&)

(c)

FEW AT EEEH 2 D BHIR
(&)

BEEEIER HE-Z
—hEXB=THIEAEAR
HomrtEEsnaaEd
W2 RE1F 3R 18,413,000/8 T
£t 2 U F /9 32 7%33,664,000
BRLUEEESNEGE -BE
—_E-hE+=-RA=+T—H
LIEREA » EREEESINA
AERITEBEERENE—
% {1+ 3%121,182,00058 7T & ¢
H UK B|3E 078,611,000 It ©
WM BB F—HE=
ZEF+ A AEERKRE
EEENDEMEL SRR
84,277,000 Jt © 1£ 32T ;4
EArh » 19,365,00058 T A K 48
BERBENTF 39,071,000
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

14 ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR
SALE/DISPOSAL OF SUBSIDIARIES

(a)

Zhongshan Haitao

During the six months ended 30 June 2019, the Group
determined to dispose of its equity interest in Zhongshan
Haitao, an indirect wholly owned subsidiary of the Group,
to reduce the level of debt of the Group. Zhongshan Haitao
was mainly engaged in the supply of industrial water and
provision of waste water processing services. On 25 April
2019, the Group entered into an agreement with L%
SEESBRADF, (the “PILFE”), pursuant to which
L% S agreed to inject RMB98,000,000 (equivalent to
HK$109,397,000) into Zhongshan Haitao in form of equity
and shareholder’s loan for 49% equity interest in Zhongshan
Haitao. Due to the delay in administrative procedures, the
deemed disposal of 49% equity interest was completed on
20 August 2020.

The major classes of assets and liabilities of Zhongshan
Haitao at the end of the reporting period which have been
presented separately in the interim condensed consolidated
financial statements for the six months ended 30 June 2019,
as follows:

14 SEAFEHEMNHEEAMNNE
E/HEWBAR

(a)

ST =y

REBE=ZZE-AFEANA=T
HIEANER AEBREHE
ERAPLEE(AEBZH
ExEWBAR) 2 KRE XU
PRARAE B 2 B KT o il
BHFTEREMHETIEZRK
RIBHFSAKMIRE R
—NWEERBZ+EHA  AKH
HA LSS REERRA T
(TP LHBNITLHE B
L FSEEURERRER
EBRzERABHRILEETEE
A R #98,000,0007 (#HE R
109,397,000/ 7T ) » LAER{S
WL 2 49% B #E » R RAIT IR
RFILEE  49%RENKRED
EER-EEFNAZ=+H
SERR ©

EREBEZZ-AFAA=T
A EXE R 2 RS B
BI|REF2 2P ILgER
BRERRZEEREBZEE
HERIMT :

2019
—E-hEF
HK$’000
FERT
(unaudited)
(REE®Z)
Assets EE
Property, plant and equipment M HMERZE 145,302
Right-of-use assets ERREEE 18,526
Inventories 7E 624
Trade receivables EWE 5 RE 21,299
Other receivables and prepayments  E i fE UL 718 % 8 14 ;B 32,960
Bank and cash balances RITRIBE &6 3,110
Assets directly associated with assets EHAEARFEHELSEEEERBCEE
classified as held for sale 221,821
Amounts due from group companies & #fEFIK 2 B B D B FIE
eliminated upon consolidation 9,997
Total assets of Zhongshan Haitao RILEHcEESE 231,818
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

14 ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR
SALE/DISPOSAL OF SUBSIDIARIES (Cont’d)

14 SEAFEHEMNHEEMNNE
E/HEWBLAR (&)

(@) Zhongshan Haitao (Cont’d) FLEE (&)
2019
—E-N1F
HK$’000
THERT
(unaudited)
(RSER)
Liabilities afE
Trade payables B 5 B RIE 10,383
Other payables and accruals HinENSRIERETER 29,145
Deferred tax liabilities EIERIEEE 2,399
Liabilities directly associated with HEYBABFFLEEEEZEREzE8E
assets classified as held for sale 41,927
Amounts due to group companies FEANRBHECEAFERLQRRIE
eliminated upon consolidation 234,076
Total liabilities of Zhongshan Haitao  H L& E & EE % 276,003

Upon the completion of deemed disposal of 49% equity
interest in Zhongshan Haitao, the Group classified the
remaining 51% equity interest in Zhongshan Haitao as
interest in a joint venture as any significant fund payments
and decision making of Zhongshan Haitao shall be jointly
approved and agreed with the purchaser. Therefore, the
present directors consider that the Group has lost control
over this subsidiary.

As at 30 June 2019, the equity interest in Zhongshan Haitao
was pledged to secure the bank loans granted to the Group.
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

14 ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR
SALE/DISPOSAL OF SUBSIDIARIES (Cont’d)

14 SEAFEHEMNHEEAMNNE
E/HERBAR (&)

(b) Disposal of Xintao Investment Co. Ltd. (b) HEFEREFRAA

BE-_ZT-hFARA=TAHL
HiRE - ANEE O R R RR
RERK (FEB)AER2E (—
BEYE=R) HENERE
BRABREKB QR ([F

During the period ended 30 June 2019, the Group disposed
of 50% equity interest in Xintao Investment Co. Ltd. and
its subsidiaries (“Xintao Group”) to Agile Eco Technology
(Hong Kong) limited, an independent third party, at a total
cash consideration of RMB563,000,000 (equivalent to

HK$640,469,000). The assets and liabilities of Xintao Group THEE]) 250% - e
was classified as held for sale as at 31 December 2018. BHEE A AR ¥563,000,000

7T (18 & 1640,469,0005%
) o FERECEEREE
R=ZZF-NF+=ZA=1t—H
DEAFFHE-

The effect of the disposal on the Group’s assets and HEHAEEEEREBZE

liabilities is set out below:ss EBHRHMOT
Carrying
amount as at
the date of
disposal
REERAHH
BREE
HK$’000
FET
Total consideration RIBEHEEE 640,469
Net assets disposed of cHEEEFE (1,317,642)
Carrying amount of 50% equity interest retained RE RS EAFEHEEEN
and classified as assets held for sale (note) 50% M #E < BRE{E (FiEE) 694,341
Release of exchange reserve B 55 17 8 AR PR (3,298)
Transaction costs T HA (10,971)
Gain on disposal & I &= 2,899
Property, plant equipment M- BEREKE 1,082,637
Right-of-use assets EREEE 45,389
Other non-current assets HthkERBEE 43,537
Inventories FE 3,181
Trade and other receivables ESRHMEWKIE 319,515
Bank and cash balances RITRIBEER 236,196
Trade and other payable ESRHMEMNKIE (364,678)
Current tax liabilities BB IR EE (40,342)
Deferred income IR FE YT A (7,793)
Net assets disposed of EHEEEFE 1,317,642
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

14 ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR 14
SALE/DISPOSAL OF SUBSIDIARIES (Cont’d)

SEABHEHENHEANME
E/HEWBLAR (&)

Interim Report 2019

(b) Disposal of Xintao Investment Co. Ltd. (Cont’d) (b) HEFEHREGRAA
(#&)
Note: B & -
The carrying amount of 50% equity interest retained represented the REBSONBEZIRABEREEZHE
subsequent disposal consideration of RMB620,000,000 less costs of 18 A R #620,000,0007T & &
disposal. Subsequent disposal was completed on 19 December 2019. KR BBEHEER-ZBE—-—HIE+=
B+hBEK-
HK$’000
FET
i) Analysis of the net cash inflow from ) HEKBREZHERAFETH
the disposal of subsidiaries
Consideration RE 640,469
Less: N
Deposit received in 2018 RZE-NFEWBZzZESE (400,000)
Bank and cash balance disposed of BEHEZRITRBE SR (236,196)
Net cash inflow RERAFEE 4,273
(c) Disposal of EMEHRIREEFRAA (c) HEEMBERBLERRA
al
During the period ended 30 June 2019, F & (EM) £/ BE-ZE-NFXA=+H
IRIFRE AR AT entered into an agreement to dispose ILEAR - F (BMN) ERR
of the entire 68% equity interest in EMEHRIERES RREAERATRALFHE U
PR‘A 7 at a consideration of RMB1,360,000 (equivalent HEBEMBHRIBERERR
to HK$1,546,000). All the assets and liabilities of &M 4% NAEZEE68%NIRE  REE
55 have been derecognised upon disposal and a gain of A R #1,360,000T (#HE R
disposal was amounted to HK$1,064,000. 1,546,000/8 7T) c RHE%
ERLIEBEREMNEZENMRE
EEREBE MEEBREAR
1,064,0007% T ©
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

15 TRADE AND OTHER PAYABLES 15 BESZRHEMEMNKE
At At
30 June 31 December
2019 2018
i i
—E-NEF —E-N\F
~BA=+H +ZA=+—-H
Note HK$’000 HK$’000
B & FHET FET
(unaudited) (audited)
(REEX) (REZ)
Trade payables B 2 EIHIE 8,951 62,309
Other payables and accruals HtEARERETER 382,356 157,812
Other payable for construction costs &£ 2N 2 H Ath & 58 156,602 206,090
Deposit received for property ERMEZERIBEM RS
development 113,680 114,130
Other tax payable H{th EAS Bi 18 46,498 70,002
Interest payable BAFE - 3,259
Amount due to companies controlled FE{tRIE B 4] 2 A T FIE
by a former director 2,425 2,433
Amount due to a non-controlling e — BT ARERFRIE
shareholder 39,788 39,946
Amounts due to related parties FE 13 BA B 5 SRR 21(c)(ii) 16,947 20,404
767,247 676,385
All of the trade and other payables are expected to be settled FMEE S R EMENFEFAH RN
within one year or are repayable on demand. —FREENIREREE-
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

15 TRADE AND OTHER PAYABLES (Cont’d) 15 BESRHEMEMNKIE(F)
The credit period granted by the suppliers ranges from 30 days to HEBRLENEEHN FI0H £90
90 days. As at the end of the reporting period, the aging analysis HTRE RBEHR EFENR
of trade payables, including those classified as part of a disposal B (BRZE7EABEHEZH
group classified as held for sale. based on the invoice date, is as S8R —EoE) RBEEREMER
follows: BROMWMT :
At At
30 June 31 December
2019 2018
S i
—E-NEF —E-N\E
VISR EN = H=1—=H
HK$’000 HK$’000
FHET FET
(unaudited) (audited)
(REEX) (RRERZ)
Within 1 month —@AEA 10,111 55,921
1 to 3 months —Z={@A 4,229 22,400
Over 3 months but within 1 year BB=EA{E—FR 1,950 16,015
Over 1 year BB—F 3,044 10,474
19,334 104,810
Less: Reclassified to liabilities directly B : EF D EEZEH S EAIEE
associated with assets classified HEEEEEHBECEE
held for sale (10,383) (42,501)

8,951 62,309
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

16 BANK LOANS 16 SRITEX
At At
30 June 31 December
2019 2018
»® i
—E-NEF —E-N\F
ANAB=1+H +ZR=+-H
HK$’000 HK$°000
FET FET
(unaudited) (audited)
(REEZ) (RREZ)
Secured bank loans BRFRITER 2,141,653 2,467,990
Unsecured bank loans EIKFRITER 277,475 327,118
2,419,128 2,795,108
The bank loans were repayable as follows: EEERITEROT
At At
30 June 31 December
2019 2018
i »
—E-NF —E-N\E
AA=+H +TZA=+-H
HK$’000 HK$’000
FHET FE&x
(unaudited) (audited)
(REEZX) (RRER)
Within 1 year —FRr 1,269,053 1,257,005
More than 1 year but not exceeding BRA-—F BERNBBMF
2 years 480,763 484,363
More than 2 years but not exceeding BRAME BEFBBREF
5 years 427,742 673,198
More than 5 years HiBAFE 241,570 380,542
Total Ha 2,419,128 2,795,108
Portion of bank loans that were EERENRBEREARER
in breach of loan agreements and BEZRITERT D
repayable on demand (2,419,128) (2,795,108)
Amounts due for settlement after R1I2ER R BEE &5
12 months - -
HEEREEERAT 7]
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfS AR S M SRR M & (48

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

16 BANK LOANS (Cont’d) 16 SRITEM (&)
Further analysis on the bank loans as at 30 June 2019 RZBE-NAEXNA=Z+RHZBRTE
MZE—F D

At At

30 June 31 December

2019 2018

i i

—E-NF “E-N\F

AA=+tH T=ZA=1-H

HK$’000 HK$’000

FET FET

Bank A RITA 277,475 327,118

Bank B #R1TB 257,890 258,910

Bank C R1TC 83,468 113,557

Bank D $R1TD - 228,260

Bank E $R1TE 1,800,295 1,867,263

2,419,128 2,795,108

Note: MEaE :

As all the bank loans were either overdue, in default or in cross default, all
the bank loans were classified as current liabilities as at 30 June 2019 and 31
December 2018.

(ii)

Bank loans of the Group as at 30 June 2019 were with floating interest
rates ranging from 3.7% to 7.72% (31 December 2018: 3.70% to
6.37%) per annum.

Bank loans as at 30 June 2019 and 31 December 2018 were secured
by certain of the Group’s charge rights of water supply, wastewater
processing and waste processing; property, plant and equipment
(note 9); lease prepayments (note 10); right-of-use assets (note 11)
and the equity interests of Qingyuan Lvyou, Guangzhou Yinglong
and Guangzhou Liangang Vessel Wastewater Treatment Co., Limited
(“Guangzhou Liangang”).

Bank loans amounted to HK$84,380,000 as at 30 June 2019 were
guaranteed by a former shareholder of Guangzhou Yinglong (31
December 2018: HK$84,714,000).

Bank loans amounted to HK$1,090,047 as at 30 June 2019 were
guaranteed by a controlling shareholder of the Group (31 December
2018: HK$1,174,022).

CT Environmental Group Limited
Interim Report 2019

HRAERITERGREH EXHXTX
EBH MAARITERER=ZE-NEA
A=tAR=-Z2-NF+ZA=1t—-0%
SERARBEE-

) R=ZZF-hLFRA=1H $%
Bz 81T B IR F R R4 F3.
1772%Z/¥§JJ$U1“#%( g
—NE+ZA=1+—H:370%=E
6.37%) °

iy MZZE-—HhhEAB=+HEZZF
—NFE+ZA=+—HWRTERK
DURERE THAK - FRKEER
BEYEENRERE,; 4@% B E X
BB (MiEF9) s MEFENIE (MiEE
10):1@%%;@?(%?11 s AR
%E%%EJEIJ‘HEF%&E%'N\WE}%
sREBBRAR ([EMESR ] B
PR REAEIR 4 o

R-ZBE-hEANB=1+HZEHE
#£84,380,000/8 T 2 SRITEFHE
MNBEZABRREER(ZZE—N
F+=HB=+—H :84,714,00058
TT) °

RZEBE—-NAFEXA= +E|$§EZ%
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

17 OTHER BORROWINGS 17 HifgX
At At
30 June 31 December
2019 2018
R=F—NE R=-F-N\EF
~A +=A
=+H =+—8H
HK$’000 HK$’000
FHET FET
LOAN A BRA
Interest bearing it E
— Loans principal —-EXEXE 185,000 185,000
— Accrued interest —EET R B 29,798 12,183
@) 214,798 197,183
LOANS B BB
Non-interest bearing T8
- Loan from Mr. Gu Yaokun —RELTEBBEEZEN (b) 3,700 3,700
— Other parties —Hft AL (b) 6,820 11,413
10,520 15,113
225,318 212,296
HEREEEARAT 73
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

17 OTHER BORROWINGS (Cont’d)

a)

Loan A

On 26 June 2018, the Company entered into an loan
agreement with an independent third party (the “Individual”)
(the “First Loan Agreement”) pursuant to which the
Company borrowed HK$50,000,000 for one calendar month
from the Individual (the “First Loan”). The First Loan together
with interest shall be repaid on or before 26 July 2018.
The First Loan bears interest at 30% per annum (2.5% per
month).

On 19 July 2018, the Company entered into another
loan agreement with the Individual (the “Second Loan
Agreement”) pursuant to which the Company borrowed
HK$135,000,000 for two calendar months from the
Individual (the “Second Loan”). The Second Loan together
with interest shall be repaid on or before 19 September
2018. The Second Loan bears interest at 30% per annum
(2.5% per month).

On 26 July 2018, the maturity date of the First Loan, the
Company entered into a third loan agreement with the
individual (the “Third Loan Agreement”) to extend the First
Loan of HK$50,000,000 (the “Third Loan”) for a period of
two calendar months. The Third Loan together with interest
shall be repaid on or before 26 September 2018. The Third
Loan bears interest at 30% per annum (2.5% per month).

All the above loans were guaranteed by Mr. Tsui.

74 CT Environmental Group Limited
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

AR S MR (F)

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

17 OTHER BORROWINGS (Cont’d)

a)

Loan A (Cont’d)

Upon the respective maturity date, the Company failed to
make repayments of the Second and the Third Loans. On
16 October 2019, the Individual made a formal demand
for the repayment of the Second and Third Loans together
with accrued interests. On 23 October 2019, the Company
received a writ of summons from the High Court of Hong
Kong pursuant to which the Individual made a claim against
the Company and Mr. Tsui for repayment of the outstanding
loan principal totalling HK$185,000,000 together with
accrued interest calculated.

In the final judgment dated 17 January 2020 issued by the
High Court of Hong Kong (the “Judgment”), the Company
and Mr. Tsui were ordered to pay the Individual:

() the sum of HK$130,375,000 together with interest
thereon at 30% per annum calculated daily on a 365-
day basis from 20 July 2018, less HK$11,710,135
being interest payment received until the date full
payment is received;

(i) the sum of HK$50,000,000 together with interest
thereon at 30% per annum calculated on a 365-day
basis from 26 July 2018, less HK$6,267,123 being
interest payments received until the date full payment
is received; and

(iliy costs of HK$11,545.

On 20 July 2020, the Individual informed the Company
that if the judgment debt together with interest and costs
were not settled by 30 September 2020, the Individual shall
enforce the Judgment dated 17 January 2020 and take
further actions including but not limited to winding up the
Company and issue a bankruptcy petition against Mr. Tsui
without further notice.

Up to the date of approval of these interim condensed
consolidated financial statements, no repayment was made
by the Group and the individual has not taken any action to
enforce the judgment.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfS AR S M SRR M & (48

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

17 OTHER BORROWINGS (Cont’d) 17 HibfE (&)
b) LoansB b) EXB
The loans were unsecured and non-interest bearing. Other ERABEHRRATE-
than the loan from Mr. Gu Yaokun of HK$3,700,000 with a MRARBLEHBELE 2B
term of one month, all the other loans were repayable on 3,700,000 ;T HA PR & — & B
demand. The loan from Mr. Gu Yaokun of HK$3,700,000 S FTBEEHMBERYIRERE
was overdue as at 30 June 2019 and 31 December 2018. BoRELERBRHEEZER

3,700,000 TER=F— N
FRNAZ+BER=ZZE-N\HF
+=-A=+—H8H-

18 CAPITAL, RESERVES AND DIVIDENDS 18 EX -RERBRE
(@) Share capital (@) BA&
() Issued share capital of the Company () AREEETRA
Number of
shares
KRB E
000 HK$’000
F R FiEn
At 1 January 2018, R-ZE—-NFE—F—8-
31 December 2018 and —E-NFt+=A=+—H
30 June 2019 R-ZZE-NAFXA=+H 6,316,792 157,920
The holders of ordinary shares are entitled to receive LTEREE ABREIWE
dividends as declared from time to time and are FREIRNERE IR
entitled to one vote per share at meetings of the APARELZEER
Company. All ordinary shares rank equally with regard —EREE-BAQA
to the Company’s residual assets. WRSHREEMS A

EBEREZEREM -
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

18 CAPITAL, RESERVES AND DIVIDENDS (Cont’d)

(a)
(ii)

Share capital (Cont’d)

Shares held under Share Award Scheme

On 12 November 2015, the Board of Directors of the
Company approved the adoption of a share award
scheme (the “Share Award Scheme”) under which
shares of the Company (the “Awarded Shares”) may
be awarded to selected employees (the “Selected
Employees”) in accordance with the provisions of the
Share Award Scheme.

Details of the shares held under the Share Award

16 BEX -HERRE (&)

(a) K=& (#)
(i) RIFR G E R EFE
ZRG

R-ZE—-HE+—A
+TZH ALQFEEE
He A B4R AR 17 58 B 51 &
(TR iE@st&l) -
Bt RIBERMGERT
B2 AP ERH
(TEBRMD]) AJEEE
TERERES ([BEE
8o

RERORBIERE

Scheme are set out below: ZBROFHBEINNT
Average
purchase No. of shares Value of
price held shares
FHYREE BHEROHE R EE
HK$ ’000 HK$’000
BT T FET
At 1 January 2018 R=ZE-N\F
—H—H 30,240 52,614
Shares purchased during 2% 88 A B 12
the period 4,968 1,523
At 31 December 2018, R=-ZE—NF+=A
at 1 January 2019 and =t+—8-
30 June 2019 —E2-N¥—A
—BR=E-hF
~HB=1+H 35,208 54,137

During the six months ended 30 June 2019 and 2018,
no shares were granted by the Company under the
Share Award Scheme.

No share award expenses was recognised by the
Group during the six months ended 30 June 2019 and
2018.

BE-Z-—hER-%
—NERA=1THIER
B A5 F L EmRE
B 19 9 1 5t 8058 R
1o

BE-Z-NFR=-F
—NEXRA=THLR
8 7 A& E I EAER
BRIOREBERM-
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfS AR S M SRR M & (48

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

18 CAPITAL, RESERVES AND DIVIDENDS (Cont’d) 18 BEX RERRE (#F)
(b) Dividends by BE
() Dividends payable to equity shareholders of the () HHHBEEGESER
Company attributable to the interim period: AEARRRE:

Six monts ended 30 June
BEAA=tHLRXEA

2019 2018
—2-hE —T-NF
HK$’000 HK$’000
TR TR

(unaudited) (unaudited)
(REERZ) (REERZ)

Interim dividend of HK$ Nil per PHBBREEIRTHRE

ordinary share declared after BREBREET

the interim period (2018: Interim  (ZZ—N\F: FHRKE

dividend of HK$0.0096 per % 18 £20.0096 7% 7T)

ordinary share) - 60,641
The interim dividend has not been recognised as a HRER IR B R R HA R i
liability at the end of the reporting period. rERAREE

(i) Dividends payable to owners of the Company (i) BEMBEFEERBGILR
attributable to the previous financial year, approved FRHAHRR b E R R AT
and paid during the interim period: WEREQAREE AR
E .

Six months ended 30 June
BEANA=1tHILAEA

2019 2018
—2_A%f =T\
HK$’000 HK$’000
FE FBT

(unaudited) (unaudited)
(REEX) (REEX)

(Restated)
(#&R&E5)
Final dividend in respect of the BAEMBREE 2 RHAKE

previous financial year of HK$ Nil SREBERZET

per ordinary share and a special ~R4FBIRESRZER

dividend of HK$0.0198 per 0.0198% T (B2

ordinary share (six months ended —Z—\FXA=+H

30 June 2018: final dividend in EARER  BEMRFE

respect of the previous financial ZRKEIRESRIER

year of HK$0.0095 per ordinary 0.0095B TR EFRIRESR

share and a special dividend of L i@AR0.01988 T)

HK$0.0198 per ordinary share) - 184,352
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

AR S MR (F)

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

19 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 19 &RMIEATEFE

The carrying amounts of the Group’s financial instruments carried RZE-HNEARA=Z+HERZZE
at cost or amortised cost were not materially different from their —NEFE+ZB=+—H8 A&EEK
fair values as at 30 June 2019 and 31 December 2018. A ARSI RN ERMT AR
IRAEEHEEAFELEE RRE-
20 COMMITMENTS 20 KiE

(@) Capital commitments outstanding not provided for in the (a) rﬁﬂi,ﬁf"-*ﬁjt;ﬂ\)yk\q: HifS R 4R
interim condensed consolidated financial statements: SR BRBENERNEAIE:

At At

30 June 31 December

2019 2018

i i)

—F-NF At

~A=+H +ZA=+—-H

HK$’000 HK$°000

FET FHET

(unaudited) (audited)

(RECEZ) (RRE®)

Contracted for [EEEY 153,964 381,440
Authorised but not contracted for EHUEERTTH - -

153,964 381,440
(b) Operating lease commitments (b) REHEERE
The total future minimum lease payments under operating $E?)’§i«<**$ﬂ‘;J?Eﬁz;EKE—1EE
leases were payable as follows: HAENHRAENT
At At
30 June 31 December
2019 2018
i i
—B-hEF AL
ANA=+H tZRA=t-H
HK$’000 HK$’000
FTERT FEx
(unaudited) (audited)
(REEZ) (RRE®)
Within 1 year —FR 636 29,558
After 1 year but within 5 years —FRERFR - 43,681
After 5 years hFEE - 24,248
636 97,487
Operating leases mainly represent a land use right leasing RS EiIEAIBH A16
arrangement with a total leasing period of 16 years. EWtTEAERES T
FERREEARAS 79
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfS AR S M SRR M & (48

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

Interim Report 2019

21 MATERIAL RELATED PARTY TRANSACTIONS 21 EXBABARS

The directors are of the view that related parties of the Group EERBFEENBEH S BEUT

include the following individuals/companies: AL /AT

Name of related party Relationship with the Group

BE AR B HAEBHERZ

Mr. Tsui Cham To Controlling Shareholder, a former director and former

Chairman

®mEBEE ERBRR BREERAERE

Mr. Xu Juwen Executive Director

BRIEX 4% HITES

Mr. Gu Yaokun (note ii) A minority shareholder of the Company/ a former

Executive Director

R A (FEEE) RATRDEBE RIHITES

Mr. Xu Zhencheng (note iii) Key management personnel

BFHR AR ST (B Eiii ) FEEEBAS

Guangzhou To Kee Effectively owned by the Controlling Shareholder
(BEMNETEXREEEBRAT) (note (i)

EERS (MEEd)) HERBRRERES

Guangzhou Tian Tian Cleaning and Washing Effectively owned by the Controlling Shareholder
Company Limited (“Tian Tian”)
(BMNRRIRZHEBFER AT (note (i)

BEMRRRZEBRERLE ([RKX]) (MEEI) HERBRRERES

Longmen Yagang Copper Company Limited Effectively owned by the Controlling Shareholder
(“Longmen Copper”) (BEFIIHIAXBRDA)
(note (i))

BEMICRMIAEBR AT ([BEMEZE]) (MEE@) HERBRRERES

Haiqin Tiancheng Joint Venture of the Group
(BMNELRBEMERRE AR A ) (note (i)

bR (BEEEG)) rEBEEELE
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21

Name of related party
) et

RHEA AR S TS SRR & (48
For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH
EXEBARS (£)

Relationship with the Group
EE 7K £ B A BA 1R

Guangzhou Haigin Tiancheng Environmental
Consultancy Company Limited
(“Haigin Tiancheng Consultancy”)
(BMHEWRBEREZABRLDF) (note (i)
BT 8L RBIRIBAAGRA A
(Mg RABAL) (FEEG))

Zhuhai Yingrun Environmental Protection
Technology Company Limited (“Zhuhai Yingrun”)
(BT EBREBMZXBRAE]) (hote ()

mgmEBRARBZAERAF
(Tzs&B1) (MEE)))

Guangzhou Nansha Development Zone Lvjie
Disposal Recycling Store (“Nansha Lvjie”)
(BEMNEYRBREREEESEY M E W)
(note (i))

BMNmAREERRAEESEY mE KL
(TEaageEl) (BEE())

Guangzhou Panyu Luopu Kunrun Information
Technology and Consulting Services
Department (“Luopu Kunrun”)
(EMNHEBEZHRBEMIMZAREER)
(note (i)

& N & B & )% 8 10 & AR B0 5 5 AR A% 5B
(M&msEl) (M)

Guangzhou Wofeng Biological Technology
Company Limited (“Guangzhou Wofeng”)
(EMTREEYEEBER2F) (note (i)

BMNTRELEYMRRBERAF
(TEMRE D) (BEE())

Effectively owned by the Controlling Shareholder

HERKRREEER

Effectively owned by the close family member of
Mr. Gu Yaokun

HEBRREECHRRINRERSERESR

Effectively owned by Mr. Gu Yaokun

HbLBRBREEERER

Effectively owned by Mr. Gu Yaokun

MR e BRER

Effectively owned by Mr. Gu Yaokun

BB e BRER
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

21 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21 EXBABAEREG (F)
Name of related party Relationship with the Group
BHMAInE B BEAREEAER
Guangzhou Lvchi Environmental Protection Effectively owned by Mr. Gu Yaokun

Technology Company Limited
(“Guangzhou Lvchi”)
(BM#EBIRRBI . BRAF) (note (i)
BN REREBRA A HEOBRtEERER
(TEMAREL 1) (BEEE())

Guangzhou Lvhao Technology Service Company Effectively owned by Mr. Gu Yaokun
Limited (“Guangzhou Lvhao”)
(BN M REER D E) (note (i)

BB MREERAR (BN (Miz() ah@mEEBRES

Guangzhou Anjing Environmental Protection Effectively owned by Mr. Gu Yaokun
Technology Company Limited
(“Guangzhou Anjing”)
(BN ZFRABMRERDE) (note (i)

BMNTZBRABEERAH HEORRTEERER
(TEMZF]) (BzE())

Guangzhou Lvcheng Industrial Company Limited Effectively owned by Mr. Gu Yaokun
(“Guangzhou Lvcheng”)
(B4R TEARA A (note (i)

BN THEARAR (TEMEH]) (ME() BLBRREEERES

Guangzhou Yanchen Zhili Profession Company Mr. Tsui Cham To is a member of key management
Limited (“Guangzhou Yanchen Zhili”) personnel of the entity
(BEMEEREBEHEXFIRDF) (note (i)

BMNEEBREEEFRA A BREBEERZERNETEEEAEZ—

(TEMEERRE]) (MFE())

Hengyang Lvtao Environmental Ceramsite Mr. Gu Yaokun is a member of key management
Equipment Company Limited (“Hengyang Lvtao”) personnel of the entity
(k5 A BRR AR EBRDF) (note (i)
5 2P IR R R REERA A hEHEEAZERNEIEEEAR 2 —
(R4 1) (BEE(x))

CT Environmental Group Limited
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
I ER AR S IS R M EE ()

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21

Name of related party
BHMAIME B

EXEBARS (&)

Relationship with the Group
EE 7K £ B A BA 1R

Guangzhou Changbao Environmental Management
Company Limited (“Guangzhou Changbao”)
(BEMNEERBREFRAT) (notes () & (iii)

EMNEBRRARERFRAA
(TEMEEL) (PFEEx)K (i)

Guangzhou Henggin Environmental Protection
Technology Company Limited (“Guangzhou
Hengqin”) (BMEDNRRBZXERAE)
(note (i) & (iii))

BMNEDREREBRA R (TEMIED L)

(B & (i) B (i) )

Guangzhou Longdao Investment Company Limited
(“Guangzhou Longdao”)
(BEMEEREBREMEXT) (note (i)

BMNEEREREREMEAR (TEMEELD (KMEE)))

Longmen Hutiao Station Company Limited
(“Longmen Hutiao Station”)
(FEPIRBEEILBR A A) (note (i)
BEFRBIEARDT ([BEFIRRELL ) (FIEE))

Guangzhou Zhongtao (note a) (E M #35H) (note (i)
BN sE (Mska) (BHEEG))

Golden Oasis China Development Limited
(“Golden Oasis”)
EBTEERBERARA ([28])

Silver Badge Limited (“Silver Badge”)
Silver Badge Limited ([ Silver Badge )

Keen Vast Holdings Limited (“Keen Vast”)

BAERBERQE (X))

Mr. Xu Zhencheng is a member of key management
personnel of the entity

AR EERZEBRNEIREEAE Z—

Mr. Xu Zhencheng is a member of key management
personnel of the entity

AR EERZERNEIREEAE Z—

Effectively owned by key management personnel

HEEEEASERES

Effectively owned by the Controlling Shareholder

HERKRRERER

Effectively owned by the Controlling Shareholder
HERRRERESR

Effectively owned by the Controlling Shareholder
HERRRERES

Effectively owned by the Controlling Shareholder
HERRRERES

Effectively owned by the Controlling Shareholder and
ultimate holding company

HIERBRRERZRKIERATBERES

P ERERRERRAE
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A B AR S M T AR MY EE ()

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21

Name of related party
) e et

EXEBARS (&)

Relationship with the Group
BEAEEHBFR

Guangzhou Xizhou Port Company Limited
(“Xizhou Port”) (note (i))
BNFEONISEAR AR ([FEMISEE]) (FEEq))

Guangyuan Taoji Textile Company Limited
(“Guangyuan Taoji”) (note (i)
BB smEBERAR ([ExEel) (MEE)))

Guangyuan Haitao Textile Company Limited
(“Guangyuan Haitao”) (note (i))

BEreEsBAaRAR (TETEHE]) (M)

Guangzhou Xinyiduo Investment Company Limited
(“Guangzhou Xinyiduo”) (note (i))

BMNTHEZRERDERAR ([EMHEZ )
(B =EG))

Zengcheng Waijing Trading Company Limited
(“Zengcheng Waijing”) (note (i)
BEHIMEEZBERAT ([BHIME]) (M)

Guangzhou Weihang Trading Development

Company Limited (“Guangzhou Weihang”) (note (i)

Effectively owned by the Controlling Shareholder
HERRREEES
Effectively owned by the Controlling Shareholder
HERRREEES
Effectively owned by the Controlling Shareholder
HERRRERES
Effectively owned by the Controlling Shareholder

HIERRRERES

Effectively owned by the Controlling Shareholder

HERRRERESR

Mr. Tsui is a member of key management personnel of

the entity

EMNEMEZBRARAT ([EMREM]) (MEl)) RETERAZERNIEEEARZ—

Notes:

By &L

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

(ii) Mr. Gu Yaokun resigned as executive director on 24 May 2018.

(i) Mr. Xu Zhencheng was appointed as executive director on 24 August
2017 and resigned on 8 November 2018.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

21 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21 EXRABAXRS (HE)
(a) Key management personnel remuneration (@ TEEBAEMS
Remuneration for key management personnel of the Group AEFBFTEEEAEEMEN
is as follows: T

Six months ended 30 June
BEANA=1THIEAEA

2019 2018
—ZE-hF —E-NF
HK$’000 HK$’000
FHET FExT
(unaudited) (unaudited)

(RBER) (REEX)

Salaries and other benefits HEeRHEMBEFR 4,974 6,540
Retirement scheme of defined A EMEFENREE
contribution 174 117
5,148 6,657
FBERREREFRAT 85

R & 2019



Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A B AR S M T AR MY EE ()

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

21 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21

(b) Particulars of significant transactions between the Group
and the above related parties during the reporting period are

as follows:

EXEBARS (&)

(b) RBEHRER  AEBEHE L
B A TEITHNEARZFH1E
N

Six months ended 30 June
BEANA=1THIEAEA

2019 2018
—B-hF —E-NF
HK$’000 HK$’000
FHET THET

(unaudited) (unaudited)
(REER) (REER)

Receipt of technical testing services

B0 K 5 15 AV AT

from Haigin Tiancheng 1B AR 7% 219 609
Receipt of consulting services from BT X A1 &SN EHARE

— Haigin Tiancheng Consultancy — G R EH - 787

- Guangzhou Changbao -EMNEE - 1,251
Receipt of consultancy services from B % i # B S 0 B A IR

Luopu Kunrun 221 -
Lease obligations payable to B EMNEEREESHEERE

Guangzhou Yanchen Zhili 5,115 =
Advertising expenses to mEMNEEEE T/

Guangzhou Yanchen Zhili BEEX 6,254 -
— Interest on other borrowings —BEMER AT

paid by Guangzhou To Kee H & 7R 10,047 -

- Expenses paid by Mr. Tsui Cham To — BB L LA X 4,728 -

86 CT Environmental Group Limited
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

21 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21 EXRBARS (&)
(b) Particulars of significant transactions between the Group (b) RIBEHRER  AEBEHE LM
and the above related parties during the reporting period are BB FTETHNEARR S
as follows: (Cont’d) mT: (&

Six months ended 30 June
BEANA=1THIEAEA

2019 2018
=F-NEF =F-NF
HK$’000 HK$’000
FTERT T

(unaudited) (unaudited)
(REER) (REER)

Transfer the title of certain assets LR AEEEET
from Mr. Gu Yaokun EEZER - 159,156

Six months ended 30 June

BEANA=tTHILEAEAR

2019 2018
—2-nE —T-N\F
HK$’000 HK$’000
FER T

(unaudited) (unaudited)
(REER) (REEZ)

Payments to: MU T&EFEHNAR:

- Guangzhou To Kee —EMER 413 -
- Zengcheng Waijing — BB I 568 -
- Guangyuan Haitao -BeE 852 -
— Mr. Tsui Cham To —HREFEE 510 -
- Guangzhou Weihang — E MR 6,033 -
— Haigin Tiancheng — B RH 162 -
— Longmen Copper —BEMItEZE 6 =
— Guangzhou Xinyiduo -EMNFRZ 9,086 =
— Xizhou Port — NS 2 7,494 -

P ERERRERRAE 87
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfS AR S M SRR M & (48

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

21 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21 EXRBARS (&)
(b) Particulars of significant transactions between the Group (b) RBEHRER  AEBEHE L
and the above related parties during the reporting period are BB FTETHNEARR B
as follows: (Cont’d) mE: (&

Six months ended 30 June
BEANA=1THIEAEA

2019 2018
—E-hEF —E-N\EF
HK$’000 HK$’000
FHET FET

(unaudited) (unaudited)
(REER) (REER)

Payments from: REUTEFHARK:
— Mr. Tsui Cham To —BEELE 870 225,000
- Guangzhou To Kee —BEMER 23,617 -
(c) Balance with related parties (c) ERBIEEI RI4EeR
() Amounts due from related parties () BB A
At At
30 June 31 December
2019 2018
»® i
—E-NF —E-N\F
~A=+H +ZB=t+-H
HK$’000 HK$’000
THET FEx
(unaudited) (audited)
(REEEZX) (REZ)
Current B Hj
Trade receivables from: EBUUATELESRIE:
— Tian Tian - KX 1,785 1,792
Sub-total NEF 1,785 1,792
88 CT Environmental Group Limited
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

21 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 21 EXBABAIXS (&)
(c) Balance with related parties (Cont’d) (c) EEBAEEAHIAEER ()

() Amounts due from related parties (Cont’d) () EWREE T E (&)
At At

30 June 31 December

2019 2018

i ®

—ZE-hEF —E-N\E

~A=+H +ZA=+—-H

HK$’000 HK$’000

FHExT FET

(unaudited) (audited)

(REEX) (REZX)

Other receivables from: H A FEU AT & 5 5B ¢

- Haigin Tiancheng Consultancy — — &b X #7558 67 95

— Zhuhai Yingrun —RERE - 109

- Guangzhou Longdao —EMEE - 5,043

- Longmen Copper —REPIERZE 11 6

- Guangzhou Weihang — BN A 21,495 15,407

- Haigin Tiancheng — & R 382 359
Sub-total NEF 21,955 21,019
Total et 23,740 22,811
Less: Impairment loss B REEE (3,979) (3,994)
19,761 18,817

HERREEFRAT 89

R & 2019



Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

RHASBR AR & TR SRR & (48)
For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

21 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d)

(c) Balance with related parties (Cont’d)

(i) Amounts due to related parties

21

EXRBARS (&)
(c) EREAEELMAER (A)

(i) FENTEBE R

At At
30 June 31 December
2019 2018
S i
—B-hEF —E-NF
~H=TH +t=-A=t-H
HK$’000 HK$°000
FHET FHExT
(unaudited) (audited)
(REERZ) (REX)

Other payables to: HMES U T & B RIE:
- Hengyang Lvtao — k4 — 241
- Nansha Lvjie —m Rt - 1,989
- Guangzhou Wofeng —EMNKRE - 705
- Guangzhou Lvhao —BEMERE - 3,400
- Guangzhou Anjing -BEMN=F - 5,549
- Guangzhou Yanchen Zhili —-EMNEERE - 5,811
— Luopu Kunrun — & EHEE 16,947 2,351
- Guangzhou Lvchi — E M 42 Bt - 358
Total (note 15) st (MgEE15) 16,947 20,404

The amounts due from/to the related parties are
unsecured, interest-free and have no fixed repayment
terms.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

AR S M mRME (A

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS

In April 2018, the local environmental authorities in the PRC
conducted inspections on certain of the Group’s subsidiaries and
subsequently in 2019 EMEERAERHBER AT Guangzhou
Haitao Environmental Protection Technology Company Limited
(“Guangzhou Haitao”), LIS HRRBIHFBER AT Zhongshan
Haitao Environmental Protection Technology Company Limited
(“Zhongshan Haitao”) and EMN T EB MM ERER QT
Guangzhou Liangang Vessel Wastewater Treatment Company
Limited (“Guangzhou Liangang”) and certain senior management
members including Mr. Tsui and staff members were charged for,
amongst others, fraudulent issuance of value-added tax invoices
to customers, fabrication and falsification of certain contracts
and other documents, the provision of false data for claiming
environmental subsidies, illegal disposal of sludge, discharge of
wastewater illegally, the deliberate non-performance of certain
procedures when providing sludge treatment services and
environmental pollution, during the period varying from 2015 to
2018.

22 HHAKEZEFRREEFRDBR

HE

REZBE-N\FHA dEHERE
HEHETAKENRBARETR
B HER-Z-NFEMNSHER
REFERAE ([EMEFE]) -
LB ERAEBEERAT ([ W
BE]) REMNTEEMMEHER
AR (TEMNEBIRETENE
BAE(BRERALEREI)HE
RIEBE-RFZE_ZE—N\FFEH
B (EhaiE) nEFEMIGER %
Z RHERBEETEAREMI
H o RHEEBRBIERAEREFN.
IESEMERLS R  IEEHHOT KRR
HEREEREEEETEITET
BFERERESHR.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

FHSRRS

AR mR R (F)

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

An independent investigation committee was formed to conduct
an investigation on the above matters. The investigation
committee composed of the present independent non-executive
directors who are independent of the matters under investigation.
The details of the cases and the findings of the investigation are
set out below:

The independent investigation committee also conducted an
investigation on the payments to and receipts from Mr. Tsui and
the companies controlled by him.

(@) Legal proceedings against Guangzhou Liangang Vessel
Wastewater Treatment Company Limited (“Guangzhou
Liangang”) by the local government authority in the PRC

On 9 April 2019, ERZEEMNTEAEARKER filed a
bill of indictment against Guangzhou Liangang alleging
that Guangzhou Liangang and its legal representative,
Mr. Xu Juwen, a former director of the Company (a
separate hearing is to be scheduled for Mr. Xu Juwen)
and an accounting staff committed a criminal offence in
the issue of false value added tax invoices to customers
for claiming tax refund and deduction purpose during
the period from January 2016 to December 2017 without
providing any goods or services to its customers. The total
amount of value added tax of the false VAT invoices were
RMB5,650,000 (equivalent of HK$6,448,000).

CT Environmental Group Limited
Interim Report 2019
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE

GROUP AND INVESTIGATIONS (Cont’d)

(a)

Legal proceedings against Guangzhou Liangang Vessel
Wastewater Treatment Company Limited (“Guangzhou
Liangang”) by the local government authority in the PRC
(Cont’d)

On 22 April 2019, ERBEMNm P EARERR the People’s
Court of Nansha District, Guangzhou City, Guangdong
Province, the PRC (the “Nansha Court”) delivered a
judgment against Guangzhou Liangang and the accounting
staff on the above case and ordered Guangzhou Liangang
to pay a fine of RMB300,000 (equivalent of HK$335,000).
The accounting staff was sentenced to imprisonment with
probation.

In addition, on 9 April 2019, EREEMNTEABARR
2P, filed another bill of indictment against Guangzhou
Liangang alleging that Mr. Xu Juwen, Guangzhou Liangang
and certain of its senior management members committed a
criminal offence of environmental pollution by collaborating
with a third party to deal with hazardous waste treatment
illegally (a separate hearing is to be scheduled for Mr. Xu
Juwen).

On 29 April 2020, the Nansha Court issued its judgment
against Guangzhou Liangang for committing environmental
pollution offences and fined Guangzhou Liangang a sum of
RMB300,000 (equivalent to HK$335,000) (the “Guangzhou
Liangang Judgement”). The senior management members
were sentenced for imprisonment plus penalty. After
reviewing the Guangzhou Liangang Judgment with the
PRC legal advisors, Guangzhou Liangang lodged an appeal
against the Guangzhou Liangang Judgment but Guangzhou
Liangang lost the appeal eventually.

22

HEAKEZEBFREEFAR

AE(E)

(a)
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(a)

Legal proceedings against Guangzhou Liangang Vessel
Wastewater Treatment Company Limited (“Guangzhou
Liangang”) by the local government authority in the PRC
(Cont’d)

Findings of the investigation

The results of the investigation conducted by the
investigation committee showed that Guangzhou Liangang
issued 13 VAT invoices for a total amount of RMB5,650,000
(equivalent to HK$6,448,000) in 2016 and 2017 to three
companies without delivery of goods nor provision of any
services. The three companies applied tax deduction based
on the fraudulently issued VAT invoices and Guangzhou
Liangang received the same amount of money from the
three companies. The investigation committee is of the view
that the fraudulent issuance of VAT invoices was a one-off
event caused by the former management of Guangzhou
Liangang. All the staff involved in the fraudulent issuance of
VAT invoices no longer have any roles and responsibilities
in the management or operations of any of the Company’s
subsidiaries.

According to the judgement dated 29 April 2020, during
the period from January 2017 to April 2018, Guangzhou
Liangang leased part of the premises and equipment to a
company in Shenzhen (“Shenzhen Party”) for it to operate
the “oil cleaning” business. Shenzhen Party illegally applied
the “sulphuric acid clay method” to clean oil at the site and
illegally provided the hazardous waste (white clay residue)
produced in the oil cleaning process to a third party who
did not possess a business license for such disposal,
causing environmental pollution. The charge for Guangzhou
Liangang was the provision to Shenzhen Party with
services and conveniences to assist and ensure the smooth
operation of Shenzhen Party’s “oil cleaning” business.

94 CT Environmental Group Limited
Interim Report 2019

22

HEAKEZRFREEFAR

AE(4F)
(a) FREISBUFHEEEEMNT

ERMMBFRARAA (&R
MR ) 2R ERR ()

HEER

HRAEZEgETZREZE
REREMNEBR_-_ZT—
FER-_E—tFR=KAT
FH1SRIBEREBE  BE5
A B #5,650,0007t (& R
6,448,00058 7T ) » MRS
ERREHEMRE Z=K
A ERE ERAISER 2 ER
B MEMNEBRZ=R
AT UNEVER S RERYFRIE o 7
EZEGRA ERZERR
ZERAEMEBRIIEEERBEK
B — RS S R ERIEE
BRBENFEETIABRALD
AEAMBARNERREE
PEEEABERBE-

REBHA-_ZT_ZFWA
“TABRRHER R=E—t
F—RAZ-_Z—-\FHWAH
B EMEBR—EYDE
(FRINFDHEEFD>MWER
R O UMHEZEEFBRIZF
o mIN T IEEEA [RER T
TEIEZSELTIE R A
EEBNERBREFEENE
EEY (HXRB)REEHFTIL
BEEEHEEECEEHRB
E=R BHIRESFEM
ERGIERIRY AR MRS R
18 K LA 155 Bh 3 B4R SE I A B
[EH] EKIEFEE-



Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE

GROUP AND INVESTIGATIONS (Cont’d)

(a)

Legal proceedings against Guangzhou Liangang Vessel
Wastewater Treatment Company Limited (“Guangzhou
Liangang”) by the local government authority in the PRC
(Cont’d)

Findings of the investigation (Cont’d)

Based on the results of the investigation, the investigation
committee noted that Guangzhou Liangang did lease its site
and oil tank equipment to Shenzhen Party and the terms of
the lease contract stipulated that Shenzhen Party should
comply with relevant national laws and regulations for the
use of oil tanks as well as to comply with the relevant safety
regulations, and should not use the premises for conducting
illegal business activities. As the responsible accounting
staff had already left, the completeness and correctness of
the record of Guangzhou Liangang’s income from Shenzhen
Party could not be ascertained. The investigation results
indicated that the relevant prima facie evidences show that
() Guangzhou Liangang did provide Shenzhen Party with
additional services other than site and equipment rental.
Guangzhou Liangang believed that it was not to cover up
Shenzhen Party’s criminal acts but only considerations of
customer services and safety. However, the court ultimately
held that Guangzhou Liangang was an accomplice in the
environmental pollution offences; and there was insufficient
information to analyse whether Guangzhou Liangang did
cooperate in hazardous waste disposal by the third party
and the impact on the Group’s financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(b)

Legal proceedings against Zhongshan Haitao
Environmental Protection Technology Company Limited
(“Zhongshan Haitao”) by the local enforcement authority
in the PRC

On 15 April 2019, AL E—TEARBRER filed a
bill of indictment against Zhongshan Haitao and certain
senior management members of Zhongshan Haitao (the
“Defendants”) alleging that the Defendants committed a
criminal offence of environmental pollution by discharging
wastewater and sludge illegally during the period from 2015
to June 2018.

On 14 April 2020, the First People’s Court of Zhongshan
City, Guangdong Province, the PRC (BEXR & H IL T %
— AR BR) delivered a judgment against Zhongshan
Haitao and ordered Zhongshan Haitao to pay a fine of
RMB500,000 (equivalent to HK$558,000) (the “Zhongshan
Haitao Judgment”). The senior management members of
Zhongshan Haitao were sentenced to imprisonment plus
penalty. After reviewing the Zhongshan Haitao Judgment
with the PRC legal advisors, Zhongshan Haitao decided not
to appeal against the Zhongshan Haitao Judgment.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (A&

For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE

GROUP AND INVESTIGATIONS (Cont’d)

(b)

Legal proceedings against Zhongshan Haitao
Environmental Protection Technology Company Limited
(“Zhongshan Haitao”) by the local enforcement authority
in the PRC (Cont’d)

Findings of the investigation

According to the judgement dated 14 April 2020, since
2015, the representative of Zhongshan Haitao allowed and/
or acquiesced the then plant manager in the arrangement
of employees to discharge unprocessed sewage and
sludge through concealed pipes and modified the online
monitoring data. Therefore, Zhongshan Haitao was
convicted of the environmental pollution offence. The
management of Zhongshan Haitao acknowledged that the
concealed pipes were arranged by the then plant manager
who authorised and arranged employees to carry out
the process. Zhongshan Haitao and the Group were not
aware of the illegal discharge of unprocessed sewage and
sludge through concealed pipes and the modification of the
online monitoring data. The relevant government authority
has completely dismantled the concealed pipes and the
clear water pipes used to inject clean water to dilute the
sewage and interfere with the online monitoring data. The
investigation results showed that Zhongshan Haitao did
illegally discharge sewage and sludge and interfered with
the online monitoring data. However, there was insufficient
information to ascertain the volume of sewage and sludge
Zhongshan Haitao had discharged at the material times
and the amount of online monitoring data being modified
or to quantify the relevant impact on the Group’s financial
statements as a whole.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(c)

Legal proceedings against Guangzhou Haitao
Environmental Protection Technology Company Limited
(“Guangzhou Haitao”) by the local government authority
in the PRC

In October 2018, the Ministry of Ecology and Environment
of the PRC made allegations against Guangzhou Haitao for
illegal disposal of sludge, the deliberate non-performance
of certain procedures when providing sludge treatment
services and suspected forgery of the seals of state
authorities.

Guangzhou Haitao was alleged for having received sludge
in excess of its treatment capacity and has deliberately
excluded certain procedures when providing sludge
treatment services in order to reduce costs. It was also
alleged that since 2016, through collusion with other
wastewater treatment plants, Guangzhou Haitao had
provided false data for the purpose of claiming local
government subsidies.

The allegations were investigated by the relevant local
government authority in the PRC. In the meantime,
Guangzhou Haitao paid administrative penalties and
performed certain remedial work as required by the relevant
environmental protection bureau. Certain books and records
were seized by the local government authority for the
purpose of conducting an investigation on the matter and
RMB75,000,000 (equivalent to HK$85,598,000) was paid to
the local government authority, the recoverability of which
will be subject to the outcome of the investigation and
subsequent court decision.
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE

GROUP AND INVESTIGATIONS (Cont’d)

(c)

Legal proceedings against Guangzhou Haitao
Environmental Protection Technology Company Limited
(“Guangzhou Haitao”) by the local government authority
in the PRC (Cont’d)

On 23 April 2019, EREEMH ARREF filed a bill
of indictment against Guangzhou Haitao, certain senior
management members of Guangzhou Haitao, Mr. Tsui and
Mr. Xu Shubiao, a former director alleging that they had
committed certain criminal offences, including the deliberate
non-performance of certain procedures when providing
sludge treatment services, and disposing of sludge
illegally in various cities in Guangdong and fabrication
and falsification of certain contracts and other documents
during the period from 1 January 2016 to 31 March 2018.
According to the bill of indictment, amongst others,
Guangzhou Haitao was accused of having recognised
sludge treatment service fee income of RMB174,261,000
(equivalent to HK$198,884,000) but without completing
all necessary sludge treatment procedures and disposed
of the sludge illegally during the period from 1 January
2016 to 31 March 2018. In addition, Guangzhou Haitao
was also charged for the issuance of false documents for
claiming environmental subsidy totalling RMB7,770,000
(equivalent to HK$8,868,000) illegally and receiving illegal
sludge treatment service fee of RMB9,051,000 (equivalent
to HK$10,330,000). The court hearing has been conducted.
However, up to the date of approval of these interim
condensed consolidated financial statements, no judgment
has been made by the relevant court.

22

HEAKEZEBFREEFAR

AE(E)

(c)

Bt T BUF B S RN
BRENMEARAR (TEM
) 2B EHR (A

RZBE-AFNA=+=8H"
BREBEMH ARKR S
HEMNESE BMNEE2ET
SREBAE BREERAE
ERBELERIEFRE
ERESCHLETHESR
T BER-ZE—RE—A—
HE-ZE—NE=A=+—
B 8 1R 4550 R 1 AR 75 i
EETRITETER RER
EWmFEEEARATRRESE
RBEETEIREMI M-
REEFE(EPEE)
EMNEEHERER=_—AF
—B—RE=ZZE—-N\E=A
=t+— HHREER S RERER
BEWAAR®E174,261,000
7T (%8 & 198,884,000
) B RERFAELE
SREBRRERFRIEEERT
e o L Ab B N I I 1 4 B
HEBRXH UFEERER
ERALE H AR %7,770,000
7T (48 E $48,868,0005& 7T ) °
I WEFEE S REERSE
A E#9,051,0007t (& R
10,330,000 7T ) ° & Fr B2 &1l
BET AWM EEAHHE
B4R SRR ERERE
FEBRSERR 14 AR AE AT HR ©

PERERREFRAE 99

R & 2019



Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (F

For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(c)

Legal proceedings against Guangzhou Haitao
Environmental Protection Technology Company Limited
(“Guangzhou Haitao”) by the local government authority
in the PRC (Cont’d)

Findings of the investigation
Suspected forgery of seals of state authorities

The seals of state authorities were found in a co-working
space which is a common area that can be accessed
by personnel of the Group and by employees of a non-
listed affiliated company. Therefore, it is hard to ascertain
which party held or owned the forged official seals at the
time when they were found on spot. The statement of
claim issued by the People’s Procuratorate of Guangzhou
City, Guangdong Province (the “Procuratorate”) showed
that neither Guangzhou Haitao nor the Company was
prosecuted for forging official seals of the state authorities.

In light of the abovementioned and relevant prima facie
evidence, there is no concrete evidence to prove that
Guangzhou Haitao and the Company were involved in
forging the seals of state authorities.
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE

GROUP AND INVESTIGATIONS (Cont’d)

(c)

Legal proceedings against Guangzhou Haitao
Environmental Protection Technology Company Limited
(“Guangzhou Haitao”) by the local government authority
in the PRC (Cont’d)

Findings of the investigation (Cont’d)

Deliberate non-performance of certain procedures when
providing sludge treatment services and disposing of sludge
illegally

The management stated that Guangzhou Haitao adopted
another sludge treatment process (the “Adopted Process”)
which shortened the time required for sludge processing
and increased efficiency. The Adopted Process is included
in the “Sludge Disposal Technology Policy and Guidelines”
issued by the State as a permitted sludge treatment
process. According to the industry expert engaged in
the investigation, the State has no unified process for
sludge disposal and the requirements of sludge treatment
process vary according to the ultimate use of the sludge.
The treatment plant shall determine the most appropriate
treatment process depending on the sludge itself. According
to the legal advisor of Guangzhou Haitao, the accusation of
environmental pollution offence is unfounded as the sludge
disposed of by Guangzhou Haitao was anaerobic nutrient
soil, which met the standards of agricultural sludge and
would not lead to environmental pollution. The dumping site
contained sludge other than Guangzhou Haitao’s, and other
third parties who piled up construction waste at the same
location. Notwithstanding Guangzhou Haitao changed the
sludge treatment process, there was not enough prima facie
evidence to support that the sludge treatment process and
procedures of Guangzhou Haitao are inappropriate which
led to the ligitation.
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(c)

Legal proceedings against Guangzhou Haitao
Environmental Protection Technology Company Limited
(“Guangzhou Haitao”) by the local government authority
in the PRC (Cont’d)

Findings of the investigation (Cont’d)

Issuance of false documents for claiming environmental
subsidy totalling RMB7,770,000

The management of Guangzhou Haitao confirmed that
Guangzhou Haitao had collaborated with its customers
(the “Zhengcheng Sewage Plants”) to manipulate the
sludge treatment volume. According to findings of the
investigation, the Zhengcheng Sewage Plants requested
Guangzhou Haitao to manipulate the sludge treatment
volume by informing Guangzhou Haitao the volume to be
recorded and Guangzhou Haitao would then produce the
related records for the Zhengcheng Sewage Plants. The
management of Guangzhou Haitao stated that they were
unclear about how the amount of RMB7,770,000 (equivalent
to HK$8,868,000) was calculated. According to the industry
expert, the environmental protection subsidy was paid by
the government to the Zhengcheng Sewage Plants directly
but not paid to Guangzhou Haitao.
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22 INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(c)

Legal proceedings against Guangzhou Haitao
Environmental Protection Technology Company Limited
(“Guangzhou Haitao”) by the local government authority
in the PRC (Cont’d)

Findings of the investigation (Cont’d)

Receiving illegal sludge treatment service fee of
RMB9,051,000

Guangzhou Haitao together with a third party (the “Third
Party”) signed two contracts with the local government
authority in providing river dredging, sludge transportation
and disposal, and river maintenance services for the Yonghe
River in Zengcheng District of Guangzhou City for three
years. The contract sum was RMB47,605,000 (equivalent
to HK$54,332,000). The management of Guangzhou
Haitao stated that the purpose and scope of the project
were mainly the river excavation and dredging and sludge
disposal is not the main service required. Guangzhou
Haitao did not weigh the sludge dredged from the river as
there was no such requirements stated in the contracts.
In order to meet the additional requirements subsequently
added for processing of payment by the local government,
Guangzhou Haitao estimated the amount of sludge
dredged and then prepared the “Weighing List” which
was subsequently stated in the indictment as fabricated
documents. Guangzhou Haitao changed the sludge
treatment process to the Adopted Process as Guangzhou
Haitao believed that the river sludge could be treated by
the Adopted Process. However, Guangzhou Haitao did not
report to the local government in advance about the change
in the treatment process. The management of Guangzhou
Haitao stated that Guangzhou Haitao has no intention to
deceive the other parties under the contract and the breach
of contracts is of civil in nature instead of a criminal offence.
According to the investigation result, the local government
paid the Third Party a sum of RMB33,323,000 (equivalent
to HK$38,032,000). After deducting of management fee, tax
and other costs, the Third Party paid Guangzhou Haitao a
total sum of RMB30,629,000 (equivalent to HK$34,957,000)
under the contracts.
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(c)

Legal proceedings against Guangzhou Haitao
Environmental Protection Technology Company Limited
(“Guangzhou Haitao”) by the local government authority
in the PRC (Cont’d)

Given the above circumstances and that certain books and
records of Guangzhou Haitao for the current and previous
years were seized by the local government authority
for investigation purpose and were not accessible and
that Mr. Tsui and certain senior management and staff
members of certain subsidiaries were either arrested in
2018 and charged for, amongst others, the fabrication
and falsification of certain contracts and other documents
or had left the Group and were not contactable, the
present directors have not been able to obtain sufficient
documentary evidence, information and explanations to
satisfy themselves regarding the reliability, completeness
and accuracy of the books and records of these subsidiaries
for the current and previous years and whether there are
any fraudulently recorded or unrecorded transactions or
liabilities for the year ended and as at 31 December 2018.
The financial information of the above subsidiaries including,
amongst others, revenue of HK$187,562,000 and loss of
HK$671,726,000 was consolidated into the Group’s interim
condensed consolidated financial statements for the six
months ended 30 June 2018. The former directors and
certain senior management members also took managerial
role in other subsidiaries in the current and previous years.
As a result, the present directors were also unable to
represent the completeness and accuracy of the financial
information of these other subsidiaries.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22 INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(d) Details of other ligitations in which the Group were as
below:

(i)

(ii)

On 30 May 2018, Guangzhou Liangang received
a penalty notice for RMB5,528,000 (equivalent to
HK$6,542,000) from the local environmental authority
which stated that Guangzhou Liangang constructed
certain facilities without obtaining permissions from the
local authority. Guangzhou Liangang filed two appeals
with the local courts, however, both appeals were
failed and judgments were made against Guangzhou
Liangang. On 6 January 2020, the local environmental
authority issued another penalty notice requiring
Guangzhou Liangang to pay the original penalty
plus additional charge for late payment totalling
RMB11,057,000 (equivalent to HK$13,084,000). On 22
April 2020, the local environmental authority obtained
a court order to enforce Guangzhou Liangang to
pay the outstanding penalty and provision has been
made in the interim condensed consolidated financial
statements.

On 9 July 2019, Guangzhou Environmental Protection
Federation (EREREREE S F) filed a claim
against Guangzhou Liangang in the Intermediate
People’s Court of Guangzhou for a compensation
of RMB33,947,000 (equivalent to HK$40,170,000)
in respect of environmental pollution caused by
Guangzhou Liangang during 2017 to 2018. Up to
the date of approval of these interim condensed
consolidated financial statements, no judgement
was issued by the court. After taking into account
the legal advice and considering the outcomes of
other litigations involved by Guangzhou Liangang, a
provision of HK$40,170,000 was made in the interim
condensed consolidated financial statements.
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22 INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(d) Details of other ligitations in which the Group were as
below: (Cont’d)

(i) On 21 June 2018, one of the customers of Guangzhou
Haitao (The “Customer A”) filed a civil complaint
against Guangzhou Haitao in the Guangzhou Tianhe
District People’s Court claiming compensation of
RMB6,800,000 (equivalent to HK$7,762,000) in respect
of breach of contract terms caused by Guangzhou
Haitao.

On 25 April 2019, the court issued a judgment
against Guangzhou Haitao and ordered Guangzhou
Haitao to pay a compensation of HK$7,762,000 to
Customer A. Guangzhou Haitao filed an appeal with
the Intermediate People’s Court of Guangzhou and
the Intermediate People’s Court of Guangzhou issued
a final judgment which was in favor of Guangzhou
Haitao and revoked the order made by Guangzhou
Tianhe District People’s Court. As such, the present
directors considered a provision for this case was not
necessary.

(ivy On 27 September 2018, the local government in
Guangzhou, the PRC filed a claim against Guangzhou
Haitao in the Intermediate People’s Court of
Guangzhou for a compensation of RMB4,550,000
(equivalent to HK$5,193,000) and an appraisal fee
of environmental damage level of RMB447,000
(equivalent to HK$510,000) in respect of environmental
pollution caused by Guangzhou Haitao.

On 28 June 2020, the court issued a judgment against
Guangzhou Haitao and ordered Guangzhou Haitao to
pay a compensation of HK$5,193,000 and appraisal
fee of environmental damage level of HK$510,000 to
the local government. Guangzhou Haitao is planning to
file an appeal against the court’s decision. A provision
of HK$5,703,000 was recognised in the interim
condensed consolidated financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22 INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(d) Details of other ligitations in which the Group were as
below: (Cont’d)

v)

On 29 May 2019, the local government in Xingfeng, the
PRC filed a claim against Xinfeng Lvzhi in the Xinfeng
County People’s Court for the cancellation of a project
investment agreement dated 2 August 2010 and a
supplementary agreement entered into between the
local government and Xinfeng Lvzhi (“the Agreements”)
and the return of a piece of land leased to Guangzhou
Lvzhi as Guangzhou Lvzhi failed to honor the terms
of the Agreements. The local government offered
a compensation of RMB4,105,000 (equivalent to
HK$4,684,000) to Xinfeng Lvzhi for the return of the
land.

On 27 December 2019, the court issued a judgment
against Xinfeng Lvzhi and ordered Xinfeng Lvzhi to
return the land to the local government.

On 15 January 2020, Xinfeng Lvzhi filed an appeal
with the Shaoguan City Municipality Intermediate
People’s Court. Up to the date of approval of these
interim condensed consolidated financial statements,
the appeal was still in progress. The present directors
considered that the litigation would have no material
financial impact on the Group.
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

22 INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(d) Details of other ligitations in which the Group were as
below: (Cont’d)

(vi)  On 29 July 2019, one of the contractors of Longmen
Zhongtao Recycling (“Contractor A”) filed a claim
against Longmen Zhongtao Recycling in the Longmen
County People’s Court requesting the payment by
Longmen Zhongtao Recycling of an overdue trade
debt and quality deposits totalling RMB2,048,000
(equivalent to HK$2,337,000). As at 30 June 2019
and 31 December 2018, the amount of HK$2,337,000
payable to Contractor A has been recorded in the
interim condensed consolidated financial statements.

On 13 November 2019, Longmen Zhongtao Recycling
reached a mediation with Contractor A pursuant to
which Longmen Zhongtao Recycling agreed to settle
the outstanding amount by installment. The present
directors considered that the dispute had no material
impact on the Group’s financial position as the other
payables were already recorded in these consolidated
financial statements.

(i  On 10 October 2019, the local government authority
in Foshan, the PRC filed a claim against Guangzhou
Lvyou in the Foshan Sanshui District People’s Court
for a compensation of RMB46,948,000 (equivalent to
HK$53,581,000) in respect of environmental pollution
caused by Guangzhou Lvyou during the period from
2014 to 2016.

On 28 June 2020, the court issued a judgment in
favour of Guangzhou Lvyou and the present directors
considered that no provision was necessary.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

22 INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(d) Details of other ligitations in which the Group were as
below: (Cont’d)

(viii) In early 2020,

(i)

three business introducers of
Guangzhou Lvyou filed applications with Guangzhou
Arbitration Commission requesting Guangzhou
Lvyou to settle overdue advisory fee for the years
ended 31 December 2017 and 2018 and accrued
interests totalling RMB23,426,000 (equivalent to
HK$27,720,000). In early 2020, Guangzhou Lvyou
entered into settlement agreements with these
business introducers pursuant to which Guangzhou
Lvyou agreed to settle the outstanding fees by
installments. The outstanding fees payable have been
recorded in the books and records and the present
directors believed that the disputes had no material
impact on the Group’s interim condensed consolidated
financial statements.

On 16 April 2019, one of the contractors of Haoying
Solid (“Contractor B”) filed a claim against Haoying
Solid in the Foshan Sanshui District People’s Court
requesting Haoying Solid for a settlement of overdue
construction costs and accrued interest totalling
RMB6,651,000 (equivalent to HK$7,590,000). The
amount payable to Contractor B was recorded in the
interim condensed consolidated financial statements.

Up to the date of approval of these interim condensed
consolidated financial statements, no judgment was
issued. As the overdue amount has been recorded
in the books and records, the present directors
considered that the claim had no material impact
on the interim condensed consolidated financial
statements.
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

GROUP AND INVESTIGATIONS (Cont’d)

(d) Details of other ligitations in which the Group were as
below: (Cont’d)

(x)  On 23 October 2019, the Company received a writ of
summons from the High Court of Hong Kong pursuant
to which the lender claim against the Company
for repayment of other borrowings with balance of
HK$197,183,000. The details are set out in note 1.

(xi) On 24 February 2020, one of the Company’s creditor
bank filed a civil complaint with the Guangzhou Court
in the PRC against the Company and its fourteen
subsidiaries and Mr. Tsui claiming the immediate
repayment of the loan and outstanding interest and
legal and other costs totalling HK$152,868,000, the
details of which are set out in note 1.

In addition to the above, the Group has contingent liabilities
arising from the ordinary course of business relating to claims
from suppliers, employees and other parties during the period
ended 30 June 2019 and subsequent periods. Judgements
for certain cases were made by courts in the PRC against the
Group. The present directors considered that sufficient provision
had been made in the interim condensed consolidated financial
statements according to the judgements and the present
directors’ best estimates.

The present directors have made estimates for potential litigation
costs and claims based upon consultation with PRC lawyers.
Actual results could differ from these estimates. In the opinion of
the present directors, such litigations and claims will not have a
material adverse effect on the Group’s financial position, financial
performance or cash flows.
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For the six months ended 30 June 2019 BZ=ZF— L FNF=—+HIAEH

23 NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

(@)

Certain group entities were sued by their creditors as set
out in notes 1 and 22 to the interim condensed consolidated
financial statements.

On 25 April 2019, the Group entered into an agreement
with an independent third party pursuant to which the
independent third party agreed to inject RMB98,000,000
(equivalent to HK$111,847,000 as at 31 December 2018)
into Zhongshan Haitao of which RMB43,235,000 (equivalent
to HK$49,344,000) shall be in the form of 49% equity and
the balance in form of a shareholder’s loan. The transaction
was finalised in 2020 and the independent third party held
49% equity interest in Zhongshan Haitao upon completion
which took place on 20 August 2020. After the completion
of the capital injection, the Group lost control over
Zhongshan Haitao and Zhongshan Haitao ceased to be a
subsidiary of the Group and the Group waived certain of its
shareholder’s loan to Zhongshan Haitao of approximately
HK$90 million.

On 28 September 2020, Guangzhou Lvyou entered into
a compensation agreement with the local government
authority pursuant to which Guangzhou Lvyou shall obtain
a cash compensation of RMB1,237,884,000 (equivalent
to HK$1,381,850,000) and a piece of land with total area
of 33,334 square meters for the relocation of its existing
sludge and solid and hazardous waste treatment plant and
the expropriation of its land, facilities and the business
operation.
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For the six months ended 30 June 2019 BiZ =F— N =—+HIAEH

23 NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD
(Cont’d)

(d) On 21 August 2020, Guangzhou Lvyou entered into an
investment agreement with the local government authority
of Nansha, Guangzhou for the development of a new
hazardous waste treatment plant as mentioned in note (e)
above. The total investment amount shall not be less than
RMB1,080,660,000 (equivalent to HK$1,206,341,000).

() Subsequent to 30 June 2019, the Group made further
payments to Mr. Tsui and companies controlled by him,
the details of which are set out in notes 13(b) and 13(c)
respectively.

()  The disposal of the remaining 50% equity interest in Xintao
Investment Co., Ltd. was completed on 19 December 2019.

(@ Since early 2020, the Group’s operation has been affected
by quarantine measures imposed by the local government
to contain the COVID-19 outbreak. The Group has been
paying close attention to the impact of the situation on its
operation and taking all possible and reasonable measures
to mitigate and limit the impact on the Group’s operation.
As the extent to which the COVID-19 outbreak will continue
is uncertain, the overall financial effect that the COVID-19
outbreak may have on the Group’s businesses and financial
results cannot be reliably estimated as at the date when
these interim condensed consolidated financial statements
are authorized for issue.

24 COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
to current period’s presentation and to provide comparative
amounts in respect of items disclosed for first time in 2019.
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